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“Our country strives to strengthen its institutions to achieve the aspirations 
and hopes of its citizens at all levels. We are aware of the many challenges 

facing the Kingdom, but we are determined to overcome them and provide a 
decent life for our citizens.” 
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“The Kingdom of Saudi Arabia has one of the largest economies in 
the world. In less than four years, we have realised unprecedented 

achievements in modern Saudi history.” 

 Crown Prince and Prime Minister
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It is said that those who do not learn from history are doomed to repeat it. Therefore, this publication has 

been put forth to draw lessons from the past and chart a course for a better future. Today’s Saudi capital 

market has been through many phases of development, which have been documented in this volume to 

provide an accurate, historical account to interested readers. 

This book offers a detailed overview of capital market development in Saudi Arabia over three key phases: 

1) the foundation of Saudi joint-stock companies; 2) the regulation of the emerging capital market under a 

Ministerial Committee; and 3) the issuance of the Capital Market Law and establishment of a robust market 

system. 

This publication saw the light of day after nearly two years of research, drawing on many historical documents 

DQG RYHU �� LQWHUYLHZV ZLWK SURPLQHQW ŬJXUHV� :H KRSH WKDW WKLV ERRN ZLOO VHUYH DV D UHIHUHQFH DQG DQ 

interesting read for academics, experts, and the public. 

On behalf of the Capital Market Authority team, I would like to take this opportunity to express my profound 

gratitude to the   Custodian of the Two Holy Mosques King Salman Bin Abdulaziz Al Saud, and His Royal 

Highness Prince Mohammed Bin Salman Bin Abdulaziz Al Saud, Crown Prince, Prime Minister, and Chairman 

of the Council for Economic and Development Affairs, for their generous support and for providing everything 

needed to enable the development and growth of the Saudi capital market.  

I would also like to express my gratitude to the contributors of this book: His Excellency Mr. Mohammed 

Ali Abalkhail, His Excellency Mr. Abdulaziz Zaid Al Quraishi, His Excellency Mr. Hamad Saud Al-Sayyari, 

His Excellency Dr. Ibrahim Abdul Aziz Al-Assaf, His Excellency Dr. Abdulrahman Abdulaziz Al-Tuwaijri, His 

Excellency Dr. Fahad Abdullah Al-Mubarak, His Excellency Mr. Muhammad Abdul Malik Al-Ash Shaikh, and His 

([FHOOHQF\ 0U� 0RKDPPHG $EGXOODK $O�-DGDDQ� $ VSHFLDO DFNQRZOHGJHPHQW WR RIŬFLDOV� VWDWH DJHQFLHV DQG 

entities, businessmen, and CMA employees for their invaluable contributions. 

Foreword  
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Additionally, I want to extend my deep appreciation to Dr. Abdulrahman Abdulmohsen Al-Khalaf, a former 

CMA board member, for leading the research team and for his valuable contributions and insights. 

Moreover, I gratefully acknowledge the contributions of the Head of   CMA’s Documentation Steering 

Committee Mr.   Youssef Hamad Al-Blihid, Vice Chairman of CMA, as well as fellow Committee Members Mr. 

Yazeed Saleh Aldemaigi, Mr. Nayef Abdulaziz Al-Dughaither, Dr. Bander Asaad Alsajjan, Mr. Ali Sulaiman 

Aldakheel, Mr. Abdullah Aqeel Al-Aqeel, and Mr. Helal Radi Al-Helal. 

Finally, I want to express my sincere thanks to Argaam Investment Company for their research efforts. 

Mohammed Abdullah Elkuwaiz 

Chairman, Capital Market Authority 
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Introduction

7UDGH ZDV WKH ŬUVW VLJQ RI WKH GHYHORSPHQW RI WKH $UDE FLYLOL]DWLRQ� $W WKH KHDUW RI WKH FHQWXULHV�ROG PDUNHWV 

scattered across the Arabian Peninsula was Makkah, which had always been a major trading and cultural 

centre for Arab tribes. Originally, Makkah was a destination for trade with caravans coming from northern 

and southern Arabia to sell their goods in the seasonal markets of Okaz, Majanna, and Dhulmajaz where 

commerce—as well as poetry and literature—thrived. 

7KH $UDEV RI WKH SHQLQVXOD ZHUH NQRZQ IRU WKHLU SDVVLRQ IRU WUDGH� :LWK WKH DGYHQW RI ,VODP� $UDELDQ PDUNHWV 

ŭRXULVKHG DQG FRQWLQXHG WR GR VR IROORZLQJ WKH IRXQGDWLRQ RI 6DXGL $UDELD� $ QHZ HUD RI PRGHUQLVDWLRQ DQG 

urban development coincided with the discovery of oil, a period during which Saudi Arabia strengthened its 

position in the region and witnessed the establishment of joint-stock companies that were the nucleus of a 

Saudi capital market. 

7KH ŬUVW 6DXGL MRLQW�VWRFN FRPSDQ\ ZDV IRXQGHG LQ WKH ����V DQG OHG WR WKH HPHUJHQFH RI DQ HDUO\ IRUP 

of the stock market. Over the past century, the Saudi capital market gradually evolved into a leading market 

WKDW LV RSHQ WR WKH ZRUOG� 7KLV ERRN LV WKH ŬUVW DWWHPSW WR WUDFH WKH KLVWRULF RULJLQV RI WKLV MRXUQH\ DQG 

KLJKOLJKW PDMRU PLOHVWRQHV� WKXV JLYLQJ IXWXUH JHQHUDWLRQV DQ H[WUDRUGLQDU\ DFFRXQW RI VLJQLŬFDQW HYHQWV 

that have not been previously brought to light. 

This work would not have been possible without the CMA team. Despite the lack of resources and sometimes 

differing narratives on certain historical events, each team member has generously dedicated their time and 

effort over the past two years to ensure accuracy and make this publication a reality.  

Descriptive and historical methods have been used in writing this book. Archived documents, from newspapers 

WR DQQXDO UHSRUWV WR 5R\DO 'HFUHHV� KDYH EHHQ UHWULHYHG� 6HYHUDO FXUUHQW DQG IRUPHU FDSLWDO PDUNHW RIŬFLDOV� 

as well as other experts and professionals, have been interviewed in authoring this publication. Additionally, 

ŬQDQFLDO WHUPLQRORJ\ KDV EHHQ VLPSOLŬHG IRU HDVLHU UHDGDELOLW\ E\ OD\SHUVRQV� 
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7KLV ERRN GRFXPHQWV WKH MRXUQH\ RI WKH 6DXGL FDSLWDO PDUNHW DFFRUGLQJ WR WKUHH SKDVHV� 7KH ŬUVW SKDVH 

EHJLQV ZLWK WKH HVWDEOLVKPHQW RI WKH ŬUVW 6DXGL MRLQW�VWRFN FRPSDQ\ LQ ����� 'R]HQV RI FRPSDQLHV VRRQ 

IROORZHG VXLW� HDFK FRQWULEXWLQJ WR WKH FRXQWU\ńV HFRQRPLF GHYHORSPHQW� 7KH ŬUVW JHQHUDWLRQ RI VKDUHKROGHUV 

preferred to maintain their shares to receive dividends as they saw themselves as owners of companies they 

invested in. However, this idea evolved with the next generation of investors who saw ample opportunities 

in stock trading, leading to increased privatisation and the public listing of state-owned businesses, which 

created the need for robust regulation.  

7KH VHFRQG SKDVH EHJDQ E\ WKH HDUO\ ����V DQG ZDV FKDUDFWHULVHG E\ WKH LQWURGXFWLRQ RI VWRFN PDUNHW 

regulations. During this period, stock trading was limited to commercial banks, which were supervised by a 

Ministerial Committee. Over the years, the market witnessed several developments that led to the beginning 

of the third phase: the issuance of the Capital Market Law of 2003 and establishment of the Capital Market 

Authority (CMA) in 2004.  

This marked the beginning of a new era of developments and regulation establishing a robust capital market 

with the potential to be a global leader in line with Saudi Vision 2030.  

7R HQVXUH WKDW D EURDG DXGLHQFH EHQHŬWV IURP WKLV ERRN� WKH &0$ KDV SURGXFHG D VKRUWHU LOOXVWUDWHG YHUVLRQ� 

FRQWDLQLQJ WKH PDMRU KLVWRULFDO GHYHORSPHQWV RI WKH 6DXGL FDSLWDO PDUNHW IURP ����� 7KH &0$ H[SUHVVHV LWV 

sincere gratitude to all contributors to this book. A special note of appreciation is extended to   our honourable 

contributors who provided their historical account of major events that shaped the Saudi capital market over 

LWV ����\HDU MRXUQH\� :H DUH DOVR JUDWHIXO WR WKH HDUO\ SLRQHHUV� WKH SLYRWDO ŬJXUHV ZKR SOD\HG DQ DFWLYH UROH 

in the growth of the capital market, and while some of them have passed away, their legacy endures.  

Finally, the CMA dedicates this book to our esteemed readers in the hope that it will offer valuable insights 

into the history and journey of the Saudi capital market. 
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Capital markets are the building blocks of modern-day national and global economies. They play a vital role 

of investing capital into productive sectors of the economy, thus driving economic growth and achieving a 

PRUH HIŬFLHQW XWLOLVDWLRQ RI UHVRXUFHV� 

Markets have existed for as long as human existence on earth. Despite the diversity among peoples and 

nations, markets have always been an integral part of human behaviour. This is because they are essential 

for nurturing human existence on this planet, a responsibility which, according to Muslims, God has tasked 

us with since the creation of Adam. 

First - Souq: The Arabic Term for ‘Market’ 

In Arabic, the word “souq” is derived from the verb “sãqa,” which means—among other interpretations—to 

bring, to carry, or to transport. The most widespread use of the verb and its derivatives can be traced back 

to the Arabic saying: “sãqa ilayhã al-mahr,” which roughly translates into: “He drove the dowry to her” i.e. 

he paid the dowry. Historically, the Arabs paid dowries in cattle and the term became widely used for any 

marketplace where cattle and goods were exchanged and paid for.  

$V KXPDQLW\ HYROYHG� PDUNHWV JUHZ PRUH RUJDQLVHG DQG VSHFLDOLVHG� DQG WKHLU QDPHV FDPH WR FDUU\ VSHFLŬF 

meanings. For instance, public markets that sold a variety of goods and merchandise were often named after 

WKH SODFHV ZKHUH WKH\ ZHUH KHOG� $V IRU PDUNHWV GHGLFDWHG WR VSHFLŬF JRRGV RU VHUYLFHV� WKH\ RIWHQ WRRN WKH 

names of those goods or services, such as the Vegetable Market and the Camel Market. Additionally, public 

marketplaces were sometimes named after the days on which they were held, such as the Saturday Market 

or the Sunday Market. 
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Second - Markets in the Divinely Revealed Books 

$QFLHQW $UDE FLWLHV KDG PDUNHWSODFHV ZKHUH JRRGV EURXJKW IURP WKH (DVW DQG :HVW ZHUH VROG� 7KH 7RUDK 

made mention of those cities, such as Ur, Akkad, Palmyra, and the Kingdom of Sheba, and described aspects 

of their trade and commerce. According to the Torah, Palmyra merchants transported goods from Arab lands, 

Mesopotamia, and India to Egypt and southern Europe. The Queen of Sheba, as indicated in the Torah, gave 

King Solomon gold, spices, and precious stones from Yemen. 

In the Qur’an, the word “souq” (i.e., market or marketplace) has been mentioned several times. For example, 

in Surah Al-Furqan, verse 7, God says: “And they say ¬mockingly¬,   what kind of messenger is this who eats 

food and goes about in marketplaces ¬for a living¬? If only an angel had been sent down with him to be his 

co-warner.” In this verse, the pagans objected that Prophet Muhammad (Peace be upon him) could not be the 

Messenger of God because he should not have to move about in marketplaces to buy or trade (similar to the 

Roman Caesars and Persian royalty of the era). However, God has indicated in Surah Al-Furqan that being in 

PDUNHWSODFHV LV FRPPRQ WR DOO PDQNLQG� LQFOXGLQJ WKH   PHVVHQJHUV RI *RG� ņ:H QHYHU VHQW DQ\ PHVVHQJHU 

before you ¬O Prophet¬, who did not eat food and go about in marketplaces.” 

(OVHZKHUH LQ WKH 4XUńDQ� WKH ŬUVW WZR YHUVHV RI 6XUDK 4XUD\VK� ņm$W OHDVWm IRU mWKH IDYRXU RIm PDNLQJ 

Quraysh habitually secure in their trading caravan ¬to Yemen¬ in the winter and ¬Syria¬ in the summer” 

refer to two main markets in Syria and Yemen mediated by the third market of Makkah. Trade caravans used 

to set out from Makkah to Yemen in the winter, passing through several small marketplaces on the way. In 

the summer, they would set out from Makkah to Syria, doing just the same. 

The biography of Prophet Muhammad peace be upon him (PBUH) states that he came to the city of Madinah 

DQG HVWDEOLVKHG D PDUNHW WR WKH :HVW RI WKH 3URSKHWńV 0RVTXH� 7KLV PDUNHW UHPDLQHG DFWLYH XQWLO UHFHQW 

times. Upon its establishment, the Prophet (PBUH) said: “This is your market. It will always be your market 

and no duty will be levied on it.” It later became a well-established market that prospered during the reign of 

Hisham ibn Abd al-Malik, the tenth Umayyad caliph. The market was given many names over the centuries. 

,W ZDV ŬUVW NQRZQ DV 6RXT $O�0DQDNKDK RU 6RXT $O�0DGLQDK� DQG ZDV ODWHU JLYHQ WKH QDPHV RI 6RXT $O�

Musalla, Souq Al-Bayh, Souq Al-Batha, and Souq Al-Zawra. 
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The Islamic tradition is abundant with guidelines on   moral market practices or what is known today as 

market regulations and ethics. Prophet Muhammad (PBUH) once said: “Beware of the tumult of the market.” 

The Arabic term for ‘tumult’ is “hãshah,” which means being in a state of dispute, disorder, confusion, or 

clamour. There is another hadith (Prophet's sayings) on market etiquette in which the Prophet (PBUH) says: 

ņ:KRHYHU HQWHUV RXU PRVTXH RU SDVVHV WKURXJK RXU PDUNHW ZLWK DUURZV ZLWK KLP� KH VKRXOG KROG WKHP E\ 

their heads lest it should injure any of the Muslims.” Another market etiquette in the Islamic faith is tolerance 

in transactions. The Prophet (PBUH) has reportedly said: “May God show mercy to a man who adopts a kind 

attitude when he sells, buys and demands for the repayment of loans.” 

Disclosure and transparency have also been emphasised in market affairs. For transactions to be valid 

DFFRUGLQJ WR WKH 3URSKHWLF WUDGLWLRQ� D VHOOHU PXVW GLVFORVH WKH VSHFLŬFDWLRQV RI WKHLU PHUFKDQGLVH DQG UHYHDO 

its defects. The Prophet’s companion Abu Hurairah has said: “The Messenger of God happened to pass by 

D KHDS RI FRUQ� +H WKUXVW KLV KDQG LQ WKDW �KHDS� DQG KLV ŬQJHUV IHOW ZHWQHVV� +H VDLG WR WKH RZQHU RI WKDW 

KHDS RI FRUQ� ņ:KDW LV WKLV"Ň +H UHSOLHG� ņ2 0HVVHQJHU RI $OODK� 7KHVH KDYH EHHQ GUHQFKHG E\ UDLQIDOO�Ň +H 

UHPDUNHG� ņ:K\ GLG \RX QRW SODFH WKLV �WKH GUHQFKHG SDUW RI WKH KHDS� RYHU WKH FRUQ VR WKDW SHRSOH PLJKW VHH 

it? He who deceives is not of us.”  

Additionally, the Prophet (PBUH) forbade people from approaching caravans to trade with them before they 

UHDFKHG WKH ORFDO PDUNHW� 7KH FRPSDQLRQ ,EQ 8PDU UHSRUWHG� ņ:H XVHG WR JR DKHDG WR PHHW WKH FDUDYDQV DQG 

used to buy foodstuff from them. The Prophet (PBUH) forbade us to sell it till it was carried to the market.” 

This practice was forbidden because the transaction could entail deceiving caravan merchants as they are 

yet to be aware of market prices, which could also harm the local community. 
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01  Souk Okaz location

Third – Arabia’s Historical Markets 

Situated between the Persian and Roman empires, pre-Islamic Arabs took advantage of the peninsula’s 

strategic location to carry out commercial activities. Some Arab tribes were known for transporting goods from 

one empire to another. The Qur’an makes mention of two journeys: the winter and summer trade journeys, 

which Arab merchants would undertake every year. At the time, the Quraysh tribe acted as intermediaries 

between the two rival empires and their vassal regions (Egypt and the Levant were ruled by the Romans 

while Al-Hirah and Yemen were ruled by the Persians). As a result, the Arabs established seasonal markets 

on both sides as well as many smaller markets along their northern and southern trade routes. They also 

established several seasonal markets in the peninsula, which were places of festive events. Some of them 

even gained special importance since they were held during the Arab sacred months.  

1- Okaz  Market
Dating back to the year 501, Souq Okaz is located forty kilometres to the north of Tai’f city (Image 1), and 

was one of the most famous and sacred markets in pre-Islamic times. During the lunar month of Dhul Qi’dah, 

people would come carrying their goods from all across Arabia. Goods of all kinds were available at this 

market, including foodstuffs and swords from Yemen and the Levant. Okaz was more than just a marketplace 

for trading goods, it was also a 

festival where men from different 

tribes competed for glory and 

prestigious titles, such as the 

most generous, the bravest, or the 

most eloquent of the Arabs. 

As the means through which the 

Arabs chronicled their history, 

poetry came to acquire a superior 

status in Souq Okaz—to the point 
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that people associated its name with the great poets of the time. Intertribal poetry competitions took place 

RSHQO\ DQG SRHWV ZHUH DSSUDLVHG E\ D JURXS RI SURPLQHQW SXEOLF ŬJXUHV� /DWHU� WKRVH SRHPV ZRXOG EH UHFLWHG 

by people across Arabia. 

Souq Okaz was governed by a set of rules similar to modern-day market ethics and values. For example, 

people used to abstain from purchasing goods from unknown sources and left them to become dead stock out 

of concern that they might be stolen, which is close to today’s concept of anti-money laundering. Moreover, 

OLNH WKH RZQHUVKLS FHUWLŬFDWHV RI WRGD\� $UDE WULEHV XVHG WR EUDQG WKHLU FDPHOV ZLWK LGHQWLI\LQJ PDUNV� ,Q WKLV 

regard, historical sources indicate that some thieves once tried to sell a camel in Souq Okaz after concealing 

its brand. However, the people refrained from buying the camel because they were unable to identify the 

tribe it belonged to. 

2-  Souk Al-Majnah 
This market was established by a tribe named Kinana. It is located in Murr Dhahran valley–in the plains of 

7LKDPD� FXUUHQWO\ FDOOHG :DGL )DWLPDŁQHDU $O�$VIDO PRXQWDLQ LQ 0DNNDK� 7KH PDUNHW XVHG WR EH KHOG GXULQJ 

the last ten days of the lunar month of Dhul Qi’dah. Souq Majanna was another seasonal market that the 

Arabs visited after Souq Okaz was over. People held the same respect for this market as they did for Okaz 

and carried out the same activities there. The Quraysh and other tribes would visit Souq Majanna before 

heading to Makkah for pilgrimage, in a state of ritual preparation that prohibited them from committing sins 

or transgressing against others. Historians have ranked Souq Majanna third in terms of size and importance 

after Okaz and Dhul Majaz markets, but it is listed second in this section following a chronological order. 

3-  Souk Dhi Al-Majaz 
After leaving Souq Majanna towards Makkah for pilgrimage season, pilgrims would reach Dhul Majaz market 

near Mina, a valley between Makkah and Mount Arafat. Just like Souq Okaz, this market was a place for buying 

DQG VHOOLQJ� Y\LQJ IRU SUHVWLJH� DQG IUHHLQJ ERQGVPHQ� ,W ZDV KHOG RQ WKH ŬUVW WHQ GD\V RI WKH KRO\ PRQWK RI 

Dhul-Hijjah, granting it a special status as it was the time marking the beginning of pilgrimage rituals.  
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Fourth – Capital Markets (Stock Exchanges) 

The Arabic word bursah (i.e., stock exchange), similar to “bourse” in French, took on the name of the Belgian 

9DQ GHU %XHUVH IDPLO\ ZKR ZHUH UHQRZQHG IRU WKHLU EDQNLQJ DFWLYLWLHV LQ WKH ŬIWHHQWK FHQWXU\� 7KH\ UDQ WKH 

Ter Buerse Inn, where merchants from across Europe stayed. Over time, the Ter Buerse Inn became a place 

for trading commodities and securities (Image 2), and the name “bourse” came to refer to any organised 

securities market. 

At that time, the Renaissance was spreading across Europe and the Industrial Revolution contributed to major 

organisational developments that led to the foundation of joint-stock companies. Being the foremost global 

power at the time, the British Empire led the way with several companies of this type. On 31st December 

����� WKH (DVW ,QGLD &RPSDQ\ �(,&� ZDV HVWDEOLVKHG WR DGPLQLVWHU %ULWLVK FRORQLHV DQG RYHUVHDV WUDGH� 7KH 

EIC grew alongside the British Empire itself and dominated global trade from the seventeenth century.

02 Brugge  Bourse
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The formation of the EIC was made possible by the efforts of a group of prominent merchants and with the 

blessing of Queen Elizabeth I. The Crown granted the EIC a charter that awarded it a 15-year monopoly on 

(QJOLVK WUDGH LQ WKH (DVW ,QGLHV� $V D UHVXOW� WKH (,& H[SDQGHG LQ DOO FRXQWULHV DFURVV WKH (DVW ZLWK LQŭXHQFH 

reaching as far as the Arabian Gulf. 

The world’s earliest stock exchanges were established for commodity trading. The Amsterdam Stock 

([FKDQJH� IRXQGHG LQ ����� LV FRQVLGHUHG WKH ROGHVW ņPRGHUQŇ VWRFN H[FKDQJH LQ WKH ZRUOG� 

,W ZDV RULJLQDOO\ D FRPPRGLW\ H[FKDQJH UXQ E\ WKH 'XWFK (DVW ,QGLD &RPSDQ\� &RPSDQ\ RIŬFLDOV WKHQ FDPH 

XS ZLWK WKH LGHD RI LVVXLQJ VKDUHV WR IUHHO\ ŬQDQFH WUDGLQJ DFWLYLWLHV� %\ ����� WKH VWRFN H[FKDQJH EXLOGLQJ� 

the Beurs Van Hendrick de Keyser (Image 3), was constructed. 

03 The building of Beurs Van Hendrick de Keyser
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One of the other earliest stock exchanges was the Frankfurt Stock Exchange, which dates back to 1585 

when merchants would meet at a square in front of Frankfurt’s city hall to establish standard exchange 

UDWHV IRU QRWHV DQG FRLQV� ,Q ����� WKH ŬUVW H[FKDQJH UXOHV DQG UHJXODWLRQV ZHUH HQDFWHG� ZKLFK OHG WR 

WKH HVWDEOLVKPHQW RI DQ RIŬFLDO VWRFN H[FKDQJH� ,QLWLDOO\� RQO\ ELOOV RI H[FKDQJH ZHUH LQ XVH� 3URPLVVRU\ 

notes1 DQG JRYHUQPHQW ERQGV ZHUH ŬUVW WUDGHG DW WKH HQG RI WKH VHYHQWHHQWK DQG HLJKWHHQWK FHQWXULHV� 

UHVSHFWLYHO\� ZKLOH WKH ŬUVW VKDUHV ZHUH WUDGHG LQ ����� 

As for the London Stock Exchange, it was originally simply a newspaper posting of the prices of stocks and 

FRPPRGLWLHV IURP ����� ,W ZDV QRW XQWLO ���� WKDW LW EHFDPH WKH RIŬFLDO VWRFN H[FKDQJH RI /RQGRQ� PDNLQJ 

LW ROGHU WKDQ WKH 3DULV %RXUVH� ZKLFK ZDV IRXQGHG LQ ���� DQG LQDXJXUDWHG LQ 3DODLV %URQJQLDUW LQ ����� ,Q 

WKH 8QLWHG 6WDWHV� WKH 3KLODGHOSKLD 6WRFN ([FKDQJH ZDV IRUPHG LQ ����� IROORZHG E\ WKH 1HZ <RUN 6WRFN 

([FKDQJH RQ :DOO 6WUHHW LQ ����� $ VHULHV RI VWRFN H[FKDQJHV ZHUH IRXQGHG ZRUOGZLGH GXULQJ WKLV SHULRG� 

OHDGLQJ WR WKH HVWDEOLVKPHQW RI WKH ŬUVW VWRFN H[FKDQJH LQ $VLD� WKH %RPED\ 6WRFN ([FKDQJH� LQ ����� 1RW 

ORQJ DIWHU� WKH %RYHVSD 6WRFN ([FKDQJH ZDV HVWDEOLVKHG LQ %UD]LO LQ ����� IROORZHG E\ WKH 0H[LFDQ 6WRFN 

([FKDQJH ZKLFK EHJDQ RSHUDWLQJ LQ ���� DQG ZDV RIŬFLDOLVHG LQ ����� (OVHZKHUH� WKH 7XUNLVK 'HUVDDGHW 

Securities Exchange, the Egyptian Alexandria Stock Exchange and Cairo Stock Exchange, as well as the 

,QGRQHVLD 6WRFN ([FKDQJH ZHUH IRXQGHG LQ ����� ����� ����� DQG ����� UHVSHFWLYHO\� 

Fifth – Types of Capital Markets 

Capital markets differ according to many factors. In terms of securities issued, there are two different 

FDWHJRULHV RI PDUNHW� WKH SULPDU\ PDUNHW ZKHUH FRPSDQLHV OLVW QHZ LVVXHV IRU WKH ŬUVW WLPH� DQG WKH 

secondary market, which allows investors to purchase already-issued securities. 

As for the maturities of traded securities, we have the money market, where short-term (under a year) 

securities are traded, and the capital market, where long-term (over one year) assets are bought, as well as 

the derivatives market in which securities whose value is dependent on or derived from an underlying asset 

are traded. Lastly, in terms of location, there are centralised and decentralised markets. The former exists at 

a physical location where trading takes place, while the latter is not tied to an actual place. 

1  A promissory note is a debt instrument that contains a written promise by one party (the note's issuer or maker) to pay another party (the note's 
payee) a definite sum of money, either on-demand or at a specified future date. A promissory note typically contains all terms pertaining to the 
indebtedness, such as the principal amount, interest rate, maturity date, date and place of issuance, and issuer's signature. 
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Sixth – The Role of the Capital Market 

Economically, members of society are divided into two groups: entrepreneurs, who seek to establish 

EXVLQHVVHV DQG ODXQFK YDULRXV SURMHFWV EXW RIWHQ ODFN VXIŬFLHQW IXQGV� DQG VDYHUV� ZKR KDYH IXQGV EXW 

often lack the incentive, knowledge, or ability to invest these funds themselves. Capital markets perform the 

essential economic function of channelling funds between savers and entrepreneurs, hence leading to an 

LQFUHDVH LQ ŬQDQFLDO UHWXUQV ZKLFK LQ WXUQ GULYHV WKH SURGXFWLYLW\ RI QDWLRQDO HFRQRPLHV� 7KHUHIRUH� FDSLWDO 

markets encourage savers to invest by providing them with investment opportunities, motivating them to 

rationalise consumption and make further investments to drive national economic performance.  

Capital markets provide funding for various economic sectors. This occurs indirectly through the issuance of 

securities, such as stocks and bonds that are then sold to individual, corporate, and institutional investors. 

As a result, investors are able to participate in the growth of the economy and in turn grow their capital, thus 

UDLVLQJ WKH VWDQGDUG RI OLYLQJ IRU DOO PHPEHUV RI VRFLHW\ RQ WKH RQH KDQG DQG GLUHFWLQJ ŬQDQFLDO UHVRXUFHV 

WRZDUGV SURŬWDEOH VHFWRUV RI WKH HFRQRP\ RQ WKH RWKHU� WKHUHE\ OHDGLQJ WR JUHDWHU HFRQRPLF SURVSHULW\� 

Capital markets contribute to funding development plans as governments may resort to borrowing to meet 

SXEOLF H[SHQGLWXUHV DQG ŬQDQFH GHYHORSPHQW SURMHFWV� 7KLV RFFXUV WKURXJK WKH LVVXDQFH RI JRYHUQPHQW 

VHFXULWLHV� VXFK DV ERQGV RU VXNXN� 7KH FDSLWDO PDUNHW SURYLGHV ŭH[LEOH H[LW VWUDWHJLHV� ZKLFK LQ WXUQ SURPRWHV 

investing and encourages the development of new projects. 

7KH HIŬFLHQW WUDGLQJ RI VHFXULWLHV DV D IXQFWLRQ RI WKH FDSLWDO PDUNHW SURYLGHV LQYHVWRUV ZLWK HDVH RI DFFHVV 

DQG WKH DELOLW\ WR OLTXLGDWH TXLFNO\� (IŬFLHQW VHFXULWLHV PDUNHWV DUH WKH PHDQV WKURXJK ZKLFK RSWLPDO SULFHV 

are set based on supply and demand.  

Capital market authorities require issuers of securities to make all relevant information about a business—

LQFOXGLQJ ŬQDQFLDO VWDWHPHQWV DQG GHYHORSPHQWV WKDW PD\ DIIHFW VWRFN SULFHVłDYDLODEOH WR WKH SXEOLF LQ D 

timely manner.  This in turn allows investors to make informed investment decisions.  Lastly, capital markets 

protect investors by enacting and enforcing laws that regulate market activities with the aim of achieving 

fairness and preventing fraud and manipulation. 
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Seventh – Capital Market Securities 

7R ŬQDQFH WKHLU SURMHFWV� FRPSDQLHV UDLVH FDSLWDO E\ VHOOLQJ VWRFNV WR WKH SXEOLF RU E\ ERUURZLQJ PRQH\ IURP 

LQYHVWRUV� :KHQ LQYHVWRUV EX\ VWRFNV� WKH\ EHFRPH VKDUHKROGHUV� ZKLFK HQWLWOHV WKHP WR D SURSRUWLRQ RI D 

FRUSRUDWLRQńV DVVHWV DQG SURŬWV� $OWHUQDWLYHO\� FRPSDQLHV UHVRUW WR ERUURZLQJ PRQH\ E\ VHOOLQJ ERQGV RU 

VXNXN� ZKLFK JUDQW FUHGLWRUV YDULHG RU Ŭ[HG SD\PHQW UDWHV XQWLO WKH VHFXULW\ńV PDWXULW\ GDWH� DW ZKLFK SRLQW 

the principal amount must be paid back in full to the debtholders. There are many types of traded securities, 

such as stocks, sukuk, government bonds, corporate bonds, and derivatives, among others. The following are 

the main types of securities: 

1- Stocks
A stock is a proportionate ownership of equity in a corporation and entitles the owner to part of the 

FRUSRUDWLRQńV DVVHWV DQG SURŬWV� 7KHUH DUH WZR PDLQ W\SHV RI VWRFN� FRPPRQ DQG SUHIHUUHG� &RPPRQ VWRFN 

UHSUHVHQWV RZQHUVKLS LQ D FRUSRUDWLRQ DQG HQWLWOHV LWV KROGHU WR FODLP SDUW RI WKH FRPSDQ\ńV SURŬWV DQG DVVHWV 

after bondholders and preferred shareholders are paid in full. Common stockholders are also entitled to elect 

the board of directors and have pre-emptive rights if, for example, new shares are issued.  

3UHIHUUHG VWRFNV DUH LVVXHG ZLWK D Ŭ[HG SDU YDOXH DQG SD\ GLYLGHQGV EDVHG RQ D SHUFHQWDJH RI WKDW SDU� 

However, preferred stocks do not grant voting rights, unless a corporation fails to pay dividends for a certain 

period1. Additionally, preferred stockholders have a priority claim over common stocks from liquidation 

proceeds.  

2-  Bonds
A bond is a tradable security representing a medium- or long-term debt that is usually offered publicly 

or privately. There are different categories of bonds sold in the markets, such as government bonds and 

corporate bonds. A bondholder is an investor or the owner of government or corporate-issued securities. 

%RQGKROGHUV DUH HQWLWOHG WR Ŭ[HG DQQXDO RU VHPL�DQQXDO SD\PHQWV� 8SRQ PDWXULW\� WKH ERQG LVVXHU SD\V WKH 

bondholder the nominal value of the bond. Bond investors usually include corporations, individuals, insurance 

companies, and pension funds. 

1  In the Saudi capital market, the period is three consecutive years, in accordance with the regulatory controls and procedures issued in Companies 
Law for Listed Joint-Stock Companies. 
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Unlike stocks, which represent proportional ownership of a corporation’s capital, a bond is a debt owed 

WR WKH ERQGKROGHU� 0RUHRYHU� VWRFN GLYLGHQGV YDU\ DFFRUGLQJ WR D FRUSRUDWLRQńV SURŬWDELOLW\� LQ ZKLFK FDVH 

VWRFNKROGHUV HDUQ D VKDUH RI SURŬWV RU EHDU WKH ULVN WKHUH PD\ EH QR GLYLGHQG ZKHQ WKHUH DUH ORVVHV� +RZHYHU� 

ERQGV KDYH Ŭ[HG �RU YDULDEOH� LQWHUHVW UDWHV DQG ERQGKROGHUV DUH QRW H[SRVHG WR ORVVHV XQOHVV WKH LVVXHU 

fails to make a payment which may lead to bankruptcy. Additionally, stockholders are entitled to vote during 

annual general meetings while bondholders are not. Lastly, bondholders are given priority over stockholders 

in the event a company is liquidated due to bankruptcy, which means stockholders only get their proceeds, if 

any, after all bonds and liabilities have been settled. 

3-  Sukuk
6XNXN DUH ,VODPLF �6KDULDK�FRPSOLDQW� VHFXULWLHV LVVXHG E\ JRYHUQPHQWV� FRUSRUDWLRQV� DQG ŬQDQFLDO 

institutions. sukuk represent undivided ownership in tangible assets, usufruct, or service of revenue-

JHQHUDWLQJ SURMHFWV RU LQYHVWPHQWV� 7KLV ŬQDQFLQJ LQVWUXPHQW LV GLYLGHG LQWR WZR FDWHJRULHV� HTXLW\�EDVHG 

sukuk, such as musharaka, mudaraba, and wakalah, and debt-based sukuk, such as murabaha, salam, and 

istisnaa’. In contrast to bonds, a sukuk-holder has undivided ownership of the issuer’s assets while a bond 

represents a debt owed by an issuer. 

4- Derivatives  
'HULYDWLYHV DUH ŬQDQFLDO LQVWUXPHQWV WKDW ZHUH RULJLQDOO\ FUHDWHG WR DOORZ LQYHVWRUV WR PDQDJH ORQJ�WHUP 

ULVNV �KHGJLQJ� DQG HYROYHG WR EH XVHG IRU VSHFXODWLYH LQYHVWLQJ� 'HULYDWLYH LQVWUXPHQWV DUH WUDGHG LQ RIŬFLDO 

DQG XQRIŬFLDO PDUNHWV� 7KH\ DUH DJUHHPHQWV EHWZHHQ WZR SDUWLHV WKDW GHULYH WKHLU YDOXH IURP WKH SULFH RI 

an underlying asset, such as commodities, currencies, indices, or stocks. Derivative products allow for the 

WUDQVIHU RI ŬQDQFLDO ULVNV EHWZHHQ WKH FRQWUDFWLQJ SDUWLHV� 

5-  Investment Funds
,QYHVWPHQW IXQGV SRRO WKH FDSLWDO RI D JURXS RI LQYHVWRUV DQG PDQDJH LW DFFRUGLQJ WR D VSHFLŬF VWUDWHJ\ DQG 

LQYHVWPHQW JRDOV� ZKLFK DUH VHW E\ WKH IXQGńV PDQDJHU WR UHDOLVH LQYHVWPHQW EHQHŬWV WKDW DUH GLIŬFXOW WR 

DFKLHYH  E\ LQGLYLGXDO LQYHVWRUV GXH WR OLPLWHG UHVRXUFHV RU ŬQDQFLDO NQRZOHGJH� $FFRUGLQJO\� LQYHVWPHQW 

IXQGV PD\ RZQ D SRUWIROLR RI ŬQDQFLDO VHFXULWLHV WKDW DUH FKRVHQ EDVHG RQ VSHFLŬF FULWHULD WR PHHW WKH 

LQYHVWPHQW REMHFWLYHV RI WKH IXQG� LQ DGGLWLRQ WR DFKLHYLQJ WKH EHQHŬW RI GLYHUVLW\ IRU IXQG LQYHVWRUV DQG 

thus decreasing the total investment risk level of the pooled investments. 
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Eighth – A Glance at the World’s Major Stock Exchanges 

The following is a brief overview of the world’s largest and oldest stock exchanges. 

1- London Stock Exchange 
:KHQ WKH 'XWFK PLJUDWHG WR %ULWDLQ� WKH\ EURXJKW JUHDW H[SHUWLVH WR /RQGRQ DV $PVWHUGDP ZDV WKH OHDGLQJ 

VHFXULWLHV PDUNHW LQ WKH ZRUOG DW WKH WLPH� 7KH\ ŬUVW EHJDQ WUDGLQJ ERQGV DQG ELOOV RI H[FKDQJH� ZKLFK ZHUH 

LQVWUXPHQWV RI LQWHUQDWLRQDO ŬQDQFH� ,Q LWV HDUO\ GD\V� WKH /RQGRQ ([FKDQJH ODFNHG UHJXODWLRQ DQG EXVLQHVV 

ZDV FDUULHG RXW XQRIŬFLDOO\� $OWKRXJK WKH 5R\DO ([FKDQJH ZDV IRXQGHG LQ ����� VWRFNEURNHUV ZHUH QRW 

allowed to participate in the market until almost a century later. 

,Q ����� D PDMRU LQWHUQDWLRQDO VWRFN H[FKDQJH GHYHORSPHQW RFFXUUHG� %ULWDLQ SDVVHG D ODZ JUDQWLQJ D 

FRQFHVVLRQ WR LVVXH EDQNQRWHV� 7KLV ZDV IROORZHG E\ WKH IRUPDWLRQ RI WKH %DQN RI (QJODQG LQ ���� DV D 

MRLQW�VWRFN FRPSDQ\ ZLWK FDSLWDO RI ��� PLOOLRQ SRXQGV� 7KH ŬUVW EDQNQRWHV LVVXHG E\ WKH %DQN RI (QJODQG 

entitled their holders to an interest rate between 3%and 4.5%. 

As Britain continued to explore and colonise new lands in pursuit of riches throughout the seventeenth 

FHQWXU\� WUDGH DQG FRPSDQLHV ŭRXULVKHG DORQJVLGH WKH HPSLUH� ,Q WKH ODWH VHYHQWHHQWK FHQWXU\� D %ULWLVK 

company recovered a shipwrecked Spanish vessel that had been transporting gold. The company's stock price 

shot up on the London Exchange, and intense speculations led to an unprecedented price hike.  

To address illegitimate speculations, a law was passed limiting the number of licensed stockbrokers to only 

one hundred. The law also introduced stricter conditions for issuing brokerage licences and tasked the Mayor 

of London and the Supreme Court with overseeing implementation. 

Under the newly introduced law, twelve stockbrokers were given professional licences, and the Mayor of 

London granted each of them a silver broker’s medal, which was to be returned to the Mayor of London if a 

VWRFNEURNHU SDVVHG DZD\ ZLWKRXW QDPLQJ D VXFFHVVRU� 7KH VWRFNEURNHUV ŬUVW RSHUDWHG LQ WKH 5R\DO ([FKDQJH� 

where all manner of commodities were traded. However, for ease of business, they decided to move to the 

neighbouring Jonathan’s Coffee House. 
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%\ ����� WKH EURNHUV KDG UHQWHG D ODUJH VSDFH WKDW FDPH WR EH NQRZQ IRU WKH ŬUVW WLPH DV WKH 6WRFN 

Exchange. They appointed a committee to organise work, settle disputes, and trade common securities. As 

for government bonds, these were traded in the lobby of the Bank of England while foreign debt securities 

were traded on the Royal Exchange. 

In   1801, stockbrokers took a more serious step by forming a joint-stock company with capital of 20,000 

pounds divided into 400 shares. They commissioned the construction of the Stock Exchange building (Image 

4). In 1802, they signed a deed of settlement, which subsequently underwent multiple amendments, thus 

formalising the constitution of the Exchange. Accordingly, a set of rules and regulations were introduced, 

embodying two centuries worth of expertise in overseeing and governing securities on the London Exchange.  

04 London Stock Exchange in 1802

The Stock Exchange developed 

over the years into one of the 

largest stock exchanges in the 

world. By December 2020, the 

London Stock Exchange had 1,428 

%ULWLVK DQG ��� LQWHUQDWLRQDO 

companies listed, making up a 

WRWDO RI ����� WUDGHG FRPSDQLHV 

from over seventy countries. 

Additionally, the market value of 

British and international stocks 

at the time amounted to GBP 2.2 

trillion and GBP 1.5 trillion, respectively, for a total market value of about GBP 3.74 trillion. Today, the London 

Stock Exchange is the second largest stock exchange in Europe after Euronext and the seventh worldwide.  

The UK’s main index for tracking the performance of listed companies is the Financial Times Stock Exchange 

(FTSE) 100, which is a share index of the largest one hundred companies (in terms of market capitalisation) 

listed on the London Stock Exchange. There is also the FTSE 250 which consists of the 250 largest companies 
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OLVWHG� 7KH ODWWHU FRPSULVHV FRPSDQLHV IURP DOO VHFWRUV DQG ZDV ODXQFKHG LQ -DQXDU\ ���� ZLWK D EDVH YDOXH 

RI ����� SRLQWV� %\ ��VW 'HFHPEHU ����� WKH )76( ��� FORVHG DW ����� SRLQWV� 

2- New York Stock Exchange 
Equipped with cutting-edge technology, global communication channels, and effective governance, the 

New York Stock Exchange (NYSE) has become the largest stock exchange in the world, followed by   Nasdaq, 

Shanghai, Hong Kong, Euronext, London and Tokyo. The NYSE accounts for about 80 %of transactions in the 

US, followed by the Chicago Stock Exchange (CHX) and the Miami Stock Exchange (MS4X) in Florida. Unlike 

European markets, US-based stock exchanges have the advantage of operating in one market using a single 

language and currency. 

The NYSE began as a local stock exchange for trading state debts in New York and a few other states. Due to 

price differences between stock exchanges, fraud and intense speculation took place. To address the matter, 

WUDGHUV RI FRPPRGLWLHV DQG VHFXULWLHV FRQJUHJDWHG LQ WRGD\ńV 1<6( EXLOGLQJ DW �� :DOO 6WUHHW LQ ���� �,PDJH 

5). 
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05 New York Stock Exchange (NYSE)
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Life in the US at the time attracted many European migrants who brought great expertise to America since 

they historically had a head start in stock exchanges. As a result, it was natural to draw upon the institutional 

workings of European markets when developing a US-based version. In 1817, organisers of the Philadelphia 

Stock Exchange (founded before the NYSE) examined European trading systems and formed the   “Smith” 

Committee that introduced a rigorous trading system and set strict stock exchange membership conditions 

to eliminate fraud and speculation. After undergoing several developments over the years, the system was 

ŬQDOO\ DGRSWHG LQ WKH 1<6(�  

Another major development in the history of the NYSE was the invention of the telegraph. This novel 

WHFKQRORJ\ LQFUHDVHG WKH HFRQRPLF VLJQLŬFDQFH RI VWRFN H[FKDQJHV DV VWRFN EURNHUV EHJDQ WR XVH LW LQ ����� 

7KH ŬUVW WHOHJUDSKLF FRPPXQLFDWLRQ EHWZHHQ WKH /RQGRQ DQG 1HZ <RUN 6WRFN ([FKDQJHV GDWHV EDFN WR 

����� LW OHG WR DFFHOHUDWHG PDUNHW H[SDQVLRQ DQG LQQRYDWLRQV LQ FRPPXQLFDWLRQV� ,Q ����� WKH WHOHSKRQH 

ZDV XVHG LQ WKH 1<6( IRU WKH ŬUVW WLPH WR DQQRXQFH VWRFN SULFHV�  

By the end of 2020, the NYSE’s market capitalisation had reached USD 25.5 trillion with over 2,300 traded 

companies. The major indices in the NYSE are the Dow Jones Industrial Average (DJIA), which comprises the 

30 largest industrial US companies, and the Standard and Poor’s 500 (S&P 500), a weighted index of 500 

leading publicly traded American companies. 
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After this foray into the origins and development of major international capital markets, we shall now turn 

our focus to the Saudi capital market, and its history and development according to the following chronology: 

 

- Phase One: This part covers the emergence and development of the Saudi capital market from 1926 

to 1984. This period witnessed the founding of the Kingdom of Saudi Arabia and several significant 

economic events, such as the increasing role of the private sector in state development, the creation 

of Saudi joint-stock companies, and the   proliferation of unregulated stock trading. 

- Phase Two: A review of major Saudi market developments from 1984 to 2003, which includes the 

regulation of stock trading, assigning the provision of stock trading services to commercial banks 

under a Royal Order in 1983, and the formation of a Ministerial Committee to regulate the market. 

- Phase Three: This phase sheds light on market developments from 2003 to 2020, with a special focus 

on several major milestones, such as passing the Capital Market Law of 2003 and the formation of the 

Saudi Capital Market Authority (CMA) in 2004 to oversee and regulate the market.  
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The First StageP h a s e  O n e Phase One 
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The First StageP h a s e  O n e Phase One (1926-1984)
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Phase One 
Part 1: The Saudi Stock Market: 
Origins 

Chapter 1: Allocation of Economic Resources
Chapter 2: Emergence of the Saudi Stock Market
Chapter 3: Stock Offering and Trading
Chapter 4: :LQGV RI &KDQJH
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Chapter 1: Allocation of Economic Resources

2Q ��WK -DQXDU\ ����� WKH $UDELDQ 3HQLQVXOD ZLWQHVVHG D PDMRU KLVWRULF HYHQW ZLWK WKH IRXQGLQJ RI WKH 7KLUG 

Saudi State by the late King Abdulaziz Al Saud, who announced sovereignty over the Emirate of Riyadh after 

UHFODLPLQJ WKH FLW\� %\ ����� WKH VWDWH KDG H[SDQGHG LQWR WKH UHJLRQV RI 1DMG DQG $O�$KVD� ZKLFK EHFDPH 

NQRZQ DV WKH 6XOWDQDWH RI 1DMG� ,Q ����� .LQJ $EGXOD]L] H[WHQGHG KLV UXOH WR WKH +HMD] UHJLRQ DQG QDPHG 

the state the Kingdom of the Hejaz and Najd and its Dependencies. It was known as such until the various 

UHJLRQV ZHUH XQLŬHG DQG RIŬFLDOO\ GHFODUHG WR EH WKH .LQJGRP RI 6DXGL $UDELD LQ ����� 6LQFH LWV HDUO\ GD\V� 

Saudi Arabia has worked hard to create inclusive economic and social development, primarily by facilitating 

WKH VHWWOHPHQW RI YDULRXV WULEHV� +RZHYHU� WKRVH HIIRUWV ODFNHG VXIŬFLHQW ŬQDQFLDO UHVRXUFHV WKDW WKH VWDWH 

hoped would be provided through the exploration and extraction of underground resources.  

1.1 Oil Exploration 

$IWHU IRXQGLQJ WKH 6XOWDQDWH RI 1DMG LQ ����� 6DXGL $UDELD JUHZ PRUH LQWHUHVWHG LQ RLO H[SORUDWLRQ� HVSHFLDOO\ 

after the discovery of petroleum in commercial quantities in different parts of the world during the late 

QLQHWHHQWK DQG HDUO\ WZHQWLHWK FHQWXULHV� ,Q ����� .LQJ $EGXOD]L] JUDQWHG WKH %ULWLVK (DVWHUQ DQG *HQHUDO 

6\QGLFDWH DQ RLO FRQFHVVLRQ� ZKLFK ZDV WHUPLQDWHG LQ ���� E\ WKH .LQJ KLPVHOI DIWHU WKH FRPSDQ\ IDLOHG WR 

IXOŬO LWV SDUW RI WKH DJUHHPHQW DQG UDQ LQWR ŬQDQFLDO WURXEOH� $ \HDU ODWHU� LQ ����� WKH FRXQWU\ VXIIHUHG DQ 

economic downturn, as the Great Depression swept the globe. 

7KH :DOO 6WUHHW -RXUQDO GHVFULEHG WKH *UHDW 'HSUHVVLRQ DV ņ   D VWHHS SOXQJH IURP WKH SHDN WR WKH ERWWRPŇ� 

when stockholders saw their wealth disappear into thin air. Recalling the crisis, American economist Robert 

Heilbroner said that people were left “watching stunned as fortunes melted like cotton candy”. 

Chapter 1 | Allocation of Economic 
Resources

Phase One/ Part 1
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$IWHU :RUOG :DU ,� 86 PDUNHWV H[SHULHQFHG D ERRP WKDW UHDFKHG LWV DSRJHH LQ $XJXVW ����� $W WKH KHLJKW 

RI WKLV SURVSHULW\� RQ ��WK 2FWREHU ����� WKH VWRFN PDUNHW FUDVKHG� WULJJHULQJ D ZDYH RI SDQLF VHOOLQJ� ���� 

PLOOLRQ VKDUHV ZHUH VROG LQ D VLQJOH GD\ WKUHH WLPHV WKH QRUPDO YROXPH RQ :DOO 6WUHHW� 2YHU WKH IROORZLQJ IRXU 

years, stock prices dropped by 23%, and the Dow Jones Industrial Average fell sharply by 74 points, or 20%, 

to close at 307. The fall lasted for the three years of the Great Depression in the US and spread worldwide 

�,PDJH � VKRZV D PDVVLYH FURZG RI LQYHVWRUV RXWVLGH WKH 1HZ <RUN 6WRFN ([FKDQJH EXLOGLQJ LQ ������  

The Great Depression affected 

countries like India, Indonesia, 

and Egypt. For this period, Muslim 

citizens of these countries were 

unable to perform pilgrimage; the 

number of pilgrims dropped to less 

WKDQ RQH�ŬIWK WKH XVXDO DQQXDO 

number of pilgrims. As a result, the 

Saudi state’s resources diminished 

DQG ZHUH QR ORQJHU VXIŬFLHQW WR 

meet the government’s needs. 

:KLOH WKH *UHDW 'HSUHVVLRQ KDG D VHYHUH LPSDFW RQ WKH 6DXGL VWDWH� LW ZDV QRQHWKHOHVV KHOSIXO LQ WKDW 

it accentuated the importance of diversifying sources of income and continuing the search for oil and 

PLQHUDOV� $IWHU WKH GLVFRYHU\ RI RLO LQ FRPPHUFLDO TXDQWLWLHV LQ %DKUDLQńV -HEHO $O�'XNKDQ LQ ����� KRSHV IRU 

oil opportunities in the newly-founded Kingdom of Saudi Arabia resurged, especially given the geological 

similarity between both regions. 

Several companies submitted bids for an oil concession, and Standard Oil of California (Socal) was eventually 

VHOHFWHG� 2Q ��WK 0D\ ����� D ���\HDU FRQFHVVLRQ DJUHHPHQW EHWZHHQ 6RFDO DQG WKH .LQJGRP RI 6DXGL 

Arabia, represented by His Excellency the late Minister of Finance Abdullah Sulaiman Al-Hamdan, was signed 

at Khuzam Palace in Jeddah. Royal Decree No. 1135 approving the concession agreement was issued in July 

����� ,PDJH � VKRZV WKH DJUHHPHQW VLJQLQJ FHUHPRQ\� 

Chapter 1 | Allocation of Economic 
Resources

06 NYSE Crisis in 1929

Phase One/ Part 1
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07 Saudi Arabia signs concession agreement with SOCAL in July 1933

1.2 Development of Oil Production 

6DXGL FRPPHUFLDO RLO SURGXFWLRQ EHJDQ LQ ���� ZLWK DERXW ����� EDUUHOV SHU GD\� PDUNLQJ WKH ELUWK RI D 

PRGHUQ HFRQRP\� ,Q ����� SURGXFWLRQ FDSDFLW\ ZDV DW ������� EDUUHOV SHU GD\� IROORZHG E\ DQ DQQXDO 

08 Aided by an aerial survey, a work crew inspects the Tapline oil pipeline in 1951

increase that reached 500,000 barrels per 

GD\ E\ ����� 

Moreover, the Kingdom was a pioneer in oil 

transportation methods through pipelines 

DQG WDQNHUV� ,Q ����� WKH 6DXGL JRYHUQPHQW 

signed an agreement with the Trans-Arabian 

Pipeline Company, an American venture 

KHDGTXDUWHUHG LQ :LOPLQJWRQ� 'HODZDUH� WR 

construct the famous Trans-Arabian Pipeline 

(Tapline) from the Arabian Gulf to the port of 

6LGRQ LQ /HEDQRQ� :LWK D FDSDFLW\ RI ������� 

barrels per day, the pipeline remained in 

RSHUDWLRQ XQWLO ����� ,PDJH � VKRZV WKH 

7DSOLQH GXULQJ DQ DHULDO VXUYH\ LQ ����� 
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01 Royal Decree No. 381 on the establishment of the Ministry of Finance 

1.3 Development of the Financial System 

,Q ����� D UR\DO DSSURYDO RQ WKH FRQVWLWXWLRQ RI WKH *HQHUDO 'LUHFWRUDWH RI )LQDQFH ZDV LVVXHG� $OWKRXJK 

previous regulations were ministerial as per administrative standards, the designation of “ministry” was 

XVHG LQ 5R\DO 'HFUHH 1R� ��� �GRFXPHQW ��� GDWHG ��WK $XJXVW ����� XQGHU ZKLFK +LV ([FHOOHQF\ $EGXOODK 

6XODLPDQ $O�+DPGDQ ZDV DSSRLQWHG PLQLVWHU RI ŬQDQFH� 7KH 0LQLVWU\ RI )LQDQFH ZDV PDGH UHVSRQVLEOH IRU 

UHJXODWLQJ� PDQDJLQJ� DQG VHFXULQJ VWDWH IXQGV� PDNLQJ LW WKH SXEOLF DXWKRULW\ IRU ŬQDQFLDO DIIDLUV LQ WKH 

Kingdom of Hejaz, Najd, and their Dependencies. At the time, the ministry was led by His Highness the 

President of the Council of Deputies. 
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09أول عملة نقدية سُُكت في عهد الملك عبد العزيز  عام 1925م The first issued coins during King Abdulaziz reign - 1925 

02 A Royal Decree issued enacting The Hijazi- Najdi Monetary Regulation

1.4. Evolution of the Monetary 
System 

3ULRU WR WKH FRXQWU\ńV XQLŬFDWLRQ� VHYHUDO FXUUHQFLHV 

were in circulation, such as gold, silver, and copper 

coins, used in Najd and Hejaz regions, among 

RWKHUV� +RZHYHU� XQLŬFDWLRQ FUHDWHG WKH QHHG IRU 

a national currency, which was to be introduced 

gradually to avoid creating a monetary vacuum 

DQG GLVUXSWLQJ WKH HFRQRP\� %HIRUH ����� .LQJ 

$EGXOD]L] ŬUVW RUGHUHG WKH LVVXDQFH RI FRLQV 

marked with the word ‘Najd’ (the Sultanate of 

1DMG ZDV WKH .LQJGRPńV QDPH DW WKH WLPH�� ,Q ����� WKH .LQJ RUGDLQHG WKH PLQWLQJ RI WKH QHZ +DOI 4LUVK 

DQG 4XDUWHU 4LUVK FRLQV �,PDJH ��� ,Q ����� WKH ŬUVW 6DXGL PRQHWDU\ ODZ� QDPHG WKH   +HMD]L�1DMGL 0RQHWDU\ 

Regulation (Document 2), was issued.  

Royal Decree approving the Hejazi-Najdi Monetary 

Law. 

1.5. Saudi Arabian Monetary 
Agency (SAMA)  

As commercial activity increased due to the 

Kingdom’s growing economy, foreign trade 

relations, and oil production, the need arose 

for banking establishments. As a result, several 

foreign bank branches were duly formed. As for 

the Saudi government’s banking business, it was 

carried out by the newly established Kaki and 

Mahfouz Company. However, there was a crucial 
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need for an entity to regulate the banking sector and issue monetary currencies. Twenty years after the 

XQLŬFDWLRQ RI WKH FRXQWU\� WKH 6DXGL $UDELDQ 0RQHWDU\ $JHQF\ �6$0$�� ZKLFK VHUYHV DV WKH 6DXGL FHQWUDO 

bank, was formed. The goal of SAMA is to regulate and promote Saudi currency both domestically and abroad, 

and monitor commercial banks and currency exchange.  

2Q ��WK 1RYHPEHU ����� 5R\DO 'HFUHH ���0 ZDV LVVXHG� DQG WKH QDPH RI WKH 6DXGL $UDELDQ 0RQHWDU\ 

Agency (SAMA) was amended to Saudi Central Bank. Since historical events in the present work are discussed 

in chronological order, wherever SAMA is mentioned, it automatically refers to the Saudi Central Bank. 

SAMA was founded pursuant 

to two Royal Decrees issued on 

��WK $SULO ����� 7KH ŬUVW� 5R\DO 

'HFUHH ������������ RUGDLQHG WKH 

establishment of SAMA’s headquarters 

in Jeddah city (Image 10) with the 

option to open branches in the country 

as necessary. The second, Royal Decree 

30/4/1/1047, approved SAMA’s charter 

and put it into effect. 

6$0$ RIŬFLDOO\ EHJDQ RSHUDWLQJ RQ �WK 

2FWREHU ���� IURP LWV -HGGDK�EDVHG 

KHDGTXDUWHUV� 2Q ��WK 2FWREHU ����� D 5R\DO 'HFUHH ZDV LVVXHG RQ DGRSWLQJ WKH 6DXGL JROG VRYHUHLJQ� WKH 

JXLQHD� DV WKH RIŬFLDO FXUUHQF\ RI WKH .LQJGRP� 2Q ��QG 2FWREHU ����� 6$0$ LVVXHG WKH ŬUVW 6DXGL JROG 

coin, which was worth 40 riyals to the guinea, and put it in circulation. Silver coins were later withdrawn 

completely, and the government allowed SAMA to issue Pilgrim Receipts (Image 11), a ten-riyal denomination 

QRWH WKDW ZDV ZLGHO\ XVHG E\ ERWK SLOJULPV DQG ORFDOV� 6$0$ńV ŬUVW \HDU ZDV FURZQHG ZLWK VXFFHVV� DQG 

WZR DIŬOLDWH EUDQFKHV ZHUH RSHQHG LQ 0DNNDK DQG 0DGLQDK� $GGLWLRQDOO\� WKH DJHQF\ FRQWLQXHG LWV UROH DV 

a regulator and requested KSA-based banks to register with it and required that money changers obtain 

licences. 

2Q ��WK -XQH ����� WKH ŬUVW 6DXGL EDQNQRWHV ZHUH LVVXHG LQ ŬYH GHQRPLQDWLRQV RI UL\DOV� ���� ��� ��� �� 

and 1. Moreover, the Kingdom of Saudi Arabia was the 21st country to accept the requirements of currency 

convertibility as per Article VIII of the International Monetary Fund’s Articles of Agreement. 
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,Q ����� D 5R\DO 'HFUHH ZDV LVVXHG HQDFWLQJ WKH %DQNLQJ &RQWURO /DZ� 7KH /DZ SURKLELWHG XQOLFHQVHG 

individuals from engaging in any form of banking activity, as well as banks from engaging in wholesale 

or retail trade. The law also prohibited banks from purchasing the shares of other banks without SAMA’s 

DSSURYDO� /DVWO\� HDFK EDQN ZDV UHTXLUHG WR VHQG 6$0$ D PRQWKO\ FRQVROLGDWHG VWDWHPHQW RI ŬQDQFLDO 

SRVLWLRQ DV ZHOO DV DQ DQQXDO� DXGLWHG EDODQFH VKHHW DQG D SURŬW DQG ORVV VWDWHPHQW DW \HDU�HQG� 

11 Pilgrim receipts
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1.6. The Private Sector as an Enabler of the National Economy 

Increasing oil revenues and improved economic conditions paved the way for state projects that had not been 

SRVVLEOH EHIRUH� 3ULRULW\ ZDV JLYHQ WR LQIUDVWUXFWXUH SURMHFWV WKDW ZHUH ŬQDQFHG E\ WKH JRYHUQPHQWńV EXGJHW 

through the Ministry of Finance. These developments facilitated the growth of the private sector, which had 

VXIŬFLHQWO\ PDWXUHG LQ RUGHU WR XQGHUWDNH VXFK SURMHFWV WKURXJK SULYDWH FRPSDQLHV DQG FRQWUDFWRUV� OHDGLQJ 

WR WKH UHTXLUHPHQW IRU IXUWKHU LQYHVWPHQWV IURP PRUH GLYHUVLŬHG UHVRXUFHV� %DQNV ZHUH DOVR SURKLELWHG IURP 

owning more than 10 percent of any Saudi joint-stock company’s share capital — a rule intended to ensure 

that banks did not own more than 20 percent of their paid-up capital and reserves. 

Realising its importance to the national economy, especially after the country had laid solid legislative 

and institutional foundations, the government decided to involve the private sector in more projects and 

initiatives. As a result, this sector, and joint-stock companies in particular, played a pivotal role in Saudi 

Arabia’s economic development. 

Chapter 1 | Allocation of Economic 
Resources

Phase One/ Part 1



��

Market Story

Documentation of the Saudi Capital Market History

Chapter 2: Emergence of the Saudi Stock Market  

The Saudi government’s desire to involve the private sector in developing the national economy emerged 

early during the formation of the Kingdom. Thus the concept of joint-stock companies appeared, forming the 

basis of the Saudi capital market since the early twentieth century. 

2.1. The Origin of Joint-Stock Companies in Saudi Arabia 

Chapter 2 | Emergence of the Saudi 
Stock Market  

03  The National Company Announcing Subscription to its Shares. 

Joint-stock companies date back to the period prior to the 

founding of the Kingdom. Merchants from Hejaz, Najd, and 

$O�$KVD UHJLRQV ZHUH WKH ŬUVW WR HVWDEOLVK WKHP� )RXQGHG 

RQ �WK 2FWREHU ����� WKH 1DWLRQDO &RPSDQ\ IRU 6HUYLQJ 

Residents of the Sacred Land is considered one of Saudi 

Arabia’s oldest joint-stock companies. The company was 

founded to import commodities for Makkah’s residents 

and visitors. At the time, a local newspaper (Document 3) 

published an article highlighting the company’s activities 

and announcing a subscription to its shares to encourage 

merchants to invest. Each share was worth 100 piasters 

or its equivalent in British pounds. The article also 

featured an invitation to potential subscribers to visit 

the company’s headquarters and learn more about the 

opportunity.  

6RPH KLVWRULDQV KDYH FLWHG ���� DV WKH \HDU WKH 

ŬUVW 6DXGL MRLQW�VWRFN FRPSDQ\ ZDV IRXQGHG� EDVLQJ 

the sequence of events on what took place after the 

Phase One/ Part 1



30

Market Story

Documentation of the Saudi Capital Market History

04 A Letter from King Abdulaziz to Prince Abdulaziz Bin Musaed Encouraging the People of Buraydah to Subscribe to  S hares of 
the Saudi Oil Company in 1923. 

&RPPHUFLDO /DZ RI ����� +RZHYHU� RWKHU KLVWRULFDO GRFXPHQWV GDWLQJ EDFN SULRU WR WKHVH GDWHV LQGLFDWH 

that the idea of a joint-stock company was being considered by the founder King Abdulaziz even before the 

.LQJGRPńV XQLŬFDWLRQ� $IWHU WKH (DVWHUQ DQG *HQHUDO 6\QGLFDWH REWDLQHG DQ RLO FRQFHVVLRQ LQ ����� WKH .LQJ 

EHJDQ VHWWLQJ WKH VFHQH IRU D QDWLRQDO MRLQW�VWRFN RLO FRPSDQ\� 2Q ��WK 6HSWHPEHU ����� .LQJ $EGXOD]L] 

sent a letter (Document 4) to Prince Abdulaziz Bin Musaed, Governor of Buraydah at the time, in which he 

encouraged the prince and the people of Buraydah to subscribe to this national   company. The letter is as 

follows: 

Chapter 2 | Emergence of the Saudi 
Stock Market  

Phase One/ Part 1



31

Market Story

Documentation of the Saudi Capital Market History Chapter 2 | Emergence of the Saudi 
Stock Market  

It noted that buying those shares presented a unique opportunity as a 1 pound share might gain a value of 

50 pounds or more in the future. The letter also explained the process of share allocation and subscription 

to interested citizens. 

King Abdulaziz was also keen to ensure that Saudis living abroad could subscribe to the company. The 

following (Document 5) is a letter on the same matter addressed by the King to the people of Najd who 

resided in Baghdad at the time. 

Other similar events that have been documented corroborate the fact that joint-stock companies were 

05 A Letter from King Abdulaziz in which he Encourages the People of Najd Residing in Baghdad to Subscribe to the Oil 
Company’s Shares in 1923. 

founded during the early days of the formation of the Kingdom.  
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,Q -DQXDU\ ����� .LQJ $EGXOD]L] FODLPHG NLQJVKLS RYHU +HMD] DQG 1DMG� $W D WLPH ZKHQ WKH FRXQWU\ ZDV \HW 

WR EH XQLŬHG DQG WKH DQQXDO ,VODPLF ULWXDO RI SLOJULPDJH ZDV WKH PDLQ VRXUFH RI UHYHQXH IRU WKH HPHUJLQJ 

12 The Pilgrim Transportation Vehicle in 1926. 

state, pilgrim vehicle transportation services 

between the cities of Jeddah and Makkah 

were introduced, and soon became a vital 

economic activity for the people of Hejaz.  

In March of the same year, the Saudi National 

Motor Vehicle Joint-Stock Company was 

IRXQGHG� PDNLQJ LW WKH ŬUVW MRLQW�VWRFN 

company in the era of the Kingdom of Hejaz 

and Najd and its Dependencies.

2.1.1. The Saudi National Vehicle 
Joint-Stock Company 
2Q ��WK 0DUFK ����� .LQJ $EGXOD]L]� DV 

the King of Hejaz and Sultan of Najd and its 

Dependencies, granted a 20-year concession 

for founding a vehicle company in the Hejaz 

region to four prominent businessmen from 

the Hejaz region: Al-Fadl, Al-Dahlawi, Al-

Ammari, and Al-Muslimi. The Royal charter 

set the company’s capital at 30,000 pounds 

GLYLGHG LQWR ����� VKDUHV RI � SRXQGV HDFK� 

It also stipulated that it would divide the total 

shares into two: half for concessionaires, and 

half for subscription by Saudi citizens within 

no more than six months of the charter’s 

publication date. Each Saudi citizen was 

allowed to subscribe to a maximum of ten 

shares. Concessionaires were permitted upon 

the end of the six-month period to purchase 06 The Concession to Operate Vehicles between Jeddah and Makkah and Al-Umrah. 
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any shares remaining from the citizens’ quota. If concessionaires intended to sell them afterwards they were 

obliged to advertise them in a local newspaper for one month. Saudis were given priority to acquire those 

shares. If the shares were not fully acquired by citizens, they were to be sold to other Muslims interested in 

buying them, provided that they abide by the country's provisions that were set for the company. Document 

� VKRZV WKH 5R\DO DJUHHPHQW RQ WKH FRQFHVVLRQ� 

7KLV PDUNHG WKH ŬUVW VWHS WRZDUGV WKH QRWLRQ RI VKDUHKROGLQJ LQ 6DXGL $UDELDńV VWRFN PDUNHW KLVWRU\ IROORZLQJ 

the founding of the Kingdom of Hejaz and Najd and its Dependencies. 

The concession document, even back then, contained contemporary concepts and applications, such as 

disclosure of information, public announcement,    invitation to subscribe, and board member elections. It 

further stipulated the immediate operation of the company and the public announcement of its management 

system. The company also had to invite Saudis to subscribe to become shareholders. In addition, it provided 

GHWDLOHG GHVFULSWLRQV RI WKH FRPSDQ\ńV ZRUNŭRZ� PDQDJHPHQW� DQG MXULVGLFWLRQV� DOO RI ZKLFK ZDV SXEOLVKHG 

in local newspapers. 

Furthermore, the company’s management was to be composed of government representatives, 

concessionaires, and Saudi and Muslim shareholders, who were to be elected and selected as per the 

company’s bylaw. A year after the concession was made public, Um Al-Qura newspaper, the government’s 

RIŬFLDO JD]HWWH� SXEOLVKHG WKH FRPSDQ\ńV $UWLFOHV RI $VVRFLDWLRQ �$R$� LQ IRXU FRQVHFXWLYH LVVXHV �IURP WKH 

���WK WR WKH ���UG�� VWDUWLQJ IURP ��WK 2FWREHU ����� $OO LQ DOO� WKH FRPSDQ\ VXFFHHGHG LQ UDLVLQJ FDSLWDO RI 

������ %ULWLVK JROG SRXQGV� GLYLGHG LQWR ������ VKDUHV RI � SRXQGV HDFK� 'RFXPHQW � VKRZV WKH ŬUVW SDUW 

of the Articles of Association (AoA), including the names of founding shareholders and the number of shares 

acquired by each shareholder.  
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07 Articles of Association (AoA) of the Saudi National Vehicle Joint-Stock Company 
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Additionally, 150th issue, Um Al-Qura shared 

an announcement inviting the public to access 

the full version of the Articles of Association 

(AoA) at the company’s headquarters in 

Jeddah or through its Makkah-based agent 

(Document 8). 

The concession and related news attracted 

the attention of several venture capitalists 

ZKR LQYHVWHG LQ WKH FRPSDQ\� 7KLV H[HPSOLŬHG 

the Saudi investors’ response to the needs of 

their society. The local community rejoiced at 

the successful incorporation of the company 

and the event was celebrated in many local 

QHZVSDSHUV �'RFXPHQW � VKRZV WKH QDPHV 

RI ŬQDO VXEVFULEHUV DV SXEOLVKHG LQ 8P $O�

Qura newspaper). 

Issue 201 of Um Al-Qura reported on the 

convening of the Saudi National Joint-Stock 

Company's General Assembly—composed 

08 An Announcement on Selling Copies of the Articles of Association (AoA) of the 
National Company to Operate Vehicles. 

09 Names of shareholders of Saudi National Vehicle Join-Stock Company
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of shareholders and members of the 

ERDUG RI GLUHFWRUV ł RQ � -XPDGD , 

���� $+ ������� DQG WKH HOHFWLRQ RI    

Sheikh Ibrahim Al-Sanea as chairman. 

The following document contains the 

newspaper article (Document 10). 

2.1.2. Commercial Law
3ULRU WR WKH XQLŬFDWLRQ RI WKH .LQJGRP� 

there was no law to govern commercial 

transactions. Disputes arising between 

10 An Article on the Convening of the General Assembly of the Saudi National Joint-Stock 
Company in 1928
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merchants of the Arabian Peninsula were settled 

according to customary traditions. However, 

those traditions were formalised into rules when 

a commercial entity named the Trade Council was 

IRUPHG LQ ���� WR UHVROYH PHUFKDQWVń GLVSXWHV� 8P 

Al-Qura newspaper published the news of a Royal 

Order (Document 11) appointing Mr. Sulaiman Qabel 

as Chairman of the Council.  

)LYH \HDUV ODWHU� RQ �VW -XQH ����� WKH &RPPHUFLDO 

Law was published by Royal Decree No. 32. The Law 

had four thematic sections: land trade, maritime 

trade, commercial trials, and litigation fees to be 

paid before the Commercial Court.  

7KH /DZ GHŬQHG D FRPSDQ\ DV D FRQWUDFW EHWZHHQ 

WZR RU PRUH SDUWLHV DQG VSHFLŬHG WKUHH W\SHV RI 

companies: mufãwada (partnership by reciprocity), 

‘inãn (limited liability partnership), and mudãraba 

�SURŬW VKDULQJ SDUWQHUVKLS�� $UWLFOH �� RI WKH /DZ 

explicitly mentioned joint-stock companies and 
11  Royal Order on Forming the Trade Council. 

listed them under ‘inãn companies: a company of known capital that is divided into shares of equal value, 

without naming the shareholders, and is managed by selected representatives who can be appointed and 

dismissed. 

Even though the Commercial Law addressed joint-stock companies in a general sense only, it nevertheless 

shows how early Saudi regulations addressed this concept. 
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12

13

Article 14 of the Commercial Law. 

Royal Decrees on Merging Vehicle Companies. 

Document 12 is an excerpt of Article 14 of the 

Commercial Law on joint-stock companies as 

published in Um Al-Qura newspaper. 

2.1.3. The Arab Vehicle Company 
To ensure the proper transportation of pilgrims 

visiting the Holy city of Makkah, two Royal Decrees 

ZHUH LVVXHG RQ ��WK 0D\ ���� �IRXU \HDUV DIWHU 

the Commercial Law was passed). These focused 

on merging vehicle companies under one parent 

company named the Arab Vehicle Company (AVC). 

7KH ŬUVW 5R\DO 'HFUHH VWLSXODWHG WKDW $9& 

should have a dual structure. First, private 

vehicle companies were merged and run by a 

director under a general administration of six 

departments, with one manager assigned to each. 

Second, government vehicle companies were also 

merged and run by one director, but the general 

administration consisted of two departments 

only (Document 13). The directors of both 

administrations were responsible for valuing each 

shareholder’s holdings. As for the second Royal 

'HFUHH� LW DSSURYHG $9&ńV ŬUVW HOHFWHG ERDUG RI 

directors as well as the appointment of subsidiary 

directors.  
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2.1.4. Increased Establishment of Joint-Stock Companies 
As noted earlier, the Islamic rituals of pilgrimage were one of the Kingdom’s main sources of revenues, which 

drove the state to facilitate and improve services offered to Muslim pilgrims. Soon after the discovery of oil, 

larger businesses began to be established, mostly in the form of general partnerships and limited liability 

companies. However, the increasing production of oil in commercial quantities led to further developments 

and infrastructure projects during the twentieth century, which also ushered in an acceleration in founding 

joint-stock companies. 

2Q ��UG $SULO ����� WKH HGLWRULDO RI 8P $O�

4XUDńV ���WK LVVXH �'RFXPHQW ��� IHDWXUHG 

news about several successful national 

companies, some of which were well-known to 

the public. These included the Arab Company 

for Savings and Economy, the Printing and 

3XEOLVKLQJ &RPSDQ\� DQG WKH $UWHVLDQ :HOOV 

Company. These companies, among others, 

were founded to address market needs, but 

more importantly, many of them came about 

as a response to the Saudi government’s 

development plans. Undoubtedly, the success 

of those emerging companies within a short 

period of time paved the way for an era of 

major economic accomplishments. These 

initiatives are a testament to the spirit of 

economic collaboration aimed at elevating the 

state’s stature.  

14 An Editorial of Um Al-Qura’s 646th Issue Titled ‘Our National Companies and 
Their Successes’. 
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As joint-stock companies grew in numbers, citizens participated by subscribing to shares. The Arab Savings 

DQG (FRQRP\ &RPSDQ\ńV ŬUVW EXVLQHVV UHSRUW �'RFXPHQW ��� ZDV IHDWXUHG LQ 6DZW $O�+HMD] QHZVSDSHU LQ 

����� ,Q WKH UHSRUW� WKH PDQDJHPHQW H[SUHVVHG WKHLU JUDWLWXGH IRU SHRSOHńV LQWHUHVW LQ WKH FRPSDQ\ DV ��� 

VKDUHVłRQH�ŬIWK RI WKH VKDUHVłZHUH VROG ZLWKLQ ŬYH PRQWKV� 0RUHRYHU� WKH UHSRUW VWDWHG WKDW WKH FRPSDQ\ 

FORVHG WKH VXEVFULSWLRQ ZLQGRZ WR PDLQWDLQ EDODQFH LQ VKDUHKROGHUV
 SURŬWV�  

15 The First Business Report of the Arab Savings and Economy Company. 

At the same time, 

the government was 

encouraging citizens to 

buy company shares and 

contribute to state projects. 

According to an agreement 

signed between the Saudi 

government and the Saudi 

Arabian Mining Syndicate, 

the latter was granted 

a mining concession to 

extract minerals. As part 

of the agreement, 10% of 

the Syndicate’s capital was 

to be offered to Saudis for 

subscription within a month 

of the announcement. 

Accordingly, the Saudi 

Arabian Mining Syndicate 

Company was founded 

with capital of 772,000 

SRXQGV� ,Q 0D\ ����� WKH 

Syndicate published an 

announcement in Sawt al-
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Hejaz newspaper, declaring that it was offering 2,187 shares to citizens at a subscription rate of 30 pounds 

per share. 

7KH DWWDFKHG GRFXPHQW �'RFXPHQW ��� VKRZV DQ LQYLWDWLRQ WR VXEVFULEH WR WKH VKDUHV RI WKH 6\QGLFDWH� 

16 An Invitation to Subscribe to the Shares of the Saudi Arabian Mining Syndicate. 
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17

18

A 1948 Share Certificate for the Saudi Arabian Mining Syndicate Limited. 

The Establishment of the Saudi National Electricity Company 
in Riyadh in 1946. 

'RFXPHQW �� VKRZV VKDUH FHUWLŬFDWH 

for the Saudi Arabian Mining Syndicate 

LVVXHG LQ ����� 

2.1.5. Electricity Companies 
The electricity sector also played an important role 

in developing the notion of shareholding as the state 

encouraged the private sector to form joint-stock 

HOHFWULFLW\ FRPSDQLHV� ,Q ����� WKH 3RZHU *HQHUDWLRQ 

Industry Concession Law was issued, and local 

investors’ response was positive. Two years later, in 

����� 0XKDPPDG $EGXOODK 5HGD DQG ,EUDKLP 6KDNHU 

established the Jeddah Electricity Joint-Stock Company 

with capital of 15,000 pounds divided into 15,000 shares. 

,Q ����� ,EUDKLP -XIIDOL DQG KLV EURWKHUV IRXQGHG WKH 

7DLI (OHFWULFLW\ &RPSDQ\� DQG LQ ���� 6KHLNK $EGXOD]L] 

alKhuraiji founded the Saudi Electricity Generation 

Company in Madinah. 

In Riyadh, the Saudi National Electricity and Economy 

&RPSDQ\ ZDV HVWDEOLVKHG LQ ���� ZLWK D FDSLWDO RI 6$5 

5 million and shares were made available for subscription 

at SAR 100 each. The following document (Document 18) 

shows the announcement of the establishment of the 

FRPSDQ\ LQ 8P $O�4XUDńV ����WK LVVXH� GDWHG ��WK 0DUFK 

����� 
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,Q ����� .LQJ 6DXG %LQ $EGXOD]L]łWKHQ &URZQ 3ULQFHłJUDQWHG WKH 6DXGL 1DWLRQDO (OHFWULFLW\ DQG (FRQRP\ 

&RPSDQ\ D FRQFHVVLRQ IRU OLJKWLQJ WKH FLW\ RI 5L\DGK DQG VXUURXQGLQJ VXEXUEV� 'RFXPHQW �� VKRZV WKH 

FRQFHVVLRQ OHWWHU GDWHG ��WK -XO\ ����� 

19 A Letter Granting a Concession for Lighting the City of Riyadh to the Saudi National Electricity and Economy Company. 
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20 An Article on Granting the Saudi National Electricity and Econ-
omy Company the Concession for Lighting the City of Riyadh. 

2Q �WK $XJXVW ����� QHZV RI WKH JUDQWHG FRQFHVVLRQ 

(Document 20) was published in the 1424th issue of Um 

Al-Qura newspaper. Sheikh Fahd Kraidees was selected 

to serve as chairman of the board of directors. Moreover, 

the company’s paid-up capital amounted to SAR 3.5 

million following public subscription. 

These events led to the creation of more power 

companies that served the Kingdom’s major cities, such 

as the National Electricity Company, and the electricity 

companies of Dammam, Jeddah, Makkah, and Madinah. 

Since these private joint-stock companies sought primarily 

WR PDNH SURŬWV� HOHFWULFLW\ WDULIIV ZHUH VXEMHFW WR VXSSO\ 

and demand. As a result, the Ministry of Commerce’s 

Electricity Department opted to encourage investment in 

the electricity sector and adopt the Council of Ministers’ 

5HVROXWLRQ �LVVXHG RQ ��WK -DQXDU\ ����� RQ UHGXFLQJ 

normal consumption tariffs in the Kingdom’s major cities. 

Moreover, the Electricity Department approved the 

provision of subsidies to electricity companies operating in those cities, thus enabling them to distribute 

�� RI WKHLU FDSLWDO DV GLYLGHQGV� 2Q �WK $XJXVW ����� &RXQFLO RI 0LQLVWHUVń 5HVROXWLRQ ���� �'RFXPHQW 

21) standardised consumption tariffs in all cities across the country, which raised the guaranteed dividends 

backed by state subsidies to 15%.  

These developments eventually led to mergers of small-sized electricity companies, particularly after the 

HVWDEOLVKPHQW RI WKH 0LQLVWU\ RI ,QGXVWU\ DQG (OHFWULFLW\ SXUVXDQW WR 5R\DO 'HFUHH $���� RQ ��WK 2FWREHU 

����� 0HUJHUV KDSSHQHG DV IROORZV�  

� 7KH &RQVROLGDWHG 6DXGL (OHFWULFLW\ &RPSDQ\ RI WKH (DVWHUQ 3URYLQFH ZDV IRXQGHG LQ ���� DIWHU PHUJLQJ �� 

small-sized companies in the region. The company had capital of SAR 5 billion divided into 50 million shares 

ZLWK D WRWDO RI ����� VKDUHKROGHUV� 
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� 7KH &RQVROLGDWHG 6DXGL (OHFWULFLW\ &RPSDQ\ RI WKH &HQWUDO 3URYLQFH ZDV IRXQGHG LQ ���� DIWHU PHUJLQJ �� 

small companies in the region. The company had capital of SAR 8 billion, with 80 million shares that were 

divided among the government (77%), the general public (20.5%), and corporations (2.5%). 

� 7KH &RQVROLGDWHG 6DXGL (OHFWULFLW\ &RPSDQ\ RI WKH 6RXWKHUQ 3URYLQFH ZDV IRXQGHG LQ ���� DIWHU PHUJLQJ 

21 small companies in the region. The company’s capital was SAR 4 billion, with 40 million shares divided 

EHWZHHQ WKH JRYHUQPHQW ������� DQG WKH JHQHUDO SXEOLF ������� 

� 7KH &RQVROLGDWHG 6DXGL (OHFWULFLW\ &RPSDQ\ RI WKH :HVWHUQ 3URYLQFH LQ ���� DIWHU PHUJLQJ �� VPDOO 

companies in the region. The company had capital of SAR 8 billion and 80 million shares in total.  

- These events took place alongside the Saudisation of banks in the Kingdom, a topic that will be discussed 

later in this chapter. As a consequence, citizens became increasingly interested in stock ownership, which 

eventually led to the emergence of brokerage activities. 

21 Council of Ministers’ Resolution on Reducing Electricity Tariffs. 
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2.1.6. Gypsum and Cement Companies 
2Q �WK 2FWREHU ����� 5R\DO 'HFUHH ������� 

granted Al-Nasr Gypsum Industries Company a 50-

year concession (Document 22) to mine gypsum in 

WKH 1DMG UHJLRQ DW VSHFLŬF PLQLQJ VLWHV�  

However, Al-Nasr Company later ceded the 

concession to the National Gypsum Company, a 

Saudi joint-stock company established on 30th 

$SULO ����� ZLWK D FDSLWDO RI 6$5 �� PLOOLRQ GLYLGHG 

into 300,000 shares each valued at SAR 40 riyals, 

under a Royal Decree (Document 23) stipulating 

that half of its shares were to be offered for public 

subscription. 

$GGLWLRQDOO\� FHPHQW FRPSDQLHV DOVR ŭRXULVKHG 

during the same period due to urbanisation and 

major state development projects that were 

XQGHUZD\� ,Q ����� WKH $UDE &HPHQW &RPSDQ\ ZDV 

founded in Jeddah by virtue of Royal Decree No. 

��� LVVXHG RQ �WK -DQXDU\ �����  

Moreover, the Saudi Cement Company was 

HVWDEOLVKHG LQ ����� DQG ZDV PHUJHG ZLWK WKH 

Saudi Bahraini Cement Company on 1st January 

����� )ROORZLQJ WKH PHUJHU� WKH 6DXGL &HPHQW 

Company became the largest national joint-stock 

company for cement production, with two factories 

in the Al-Ahsa governorate’s towns of Al-Hofuf and 

Ain Dar. 

Another joint-stock cement company was Al-

Yamamah Cement Company, which was founded 

22

23

The Concession Granted to Al-Nasr Gypsum Industries Company. 

Royal Decree on Establishing the National Gypsum Company. 
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LQ ���� ZLWK D FDSLWDO RI 6$5 �� 

million. The founding partners of 

the enterprise owned 51% of shares 

ZKLOH WKH RWKHU ��� ZHUH RIIHUHG IRU 

public subscription. Image 13 shows 

the early stages of construction of the 

company’s cement factory. 

13 An Image Taken in 1956 Documenting the Construction of Al-Yamamah 
Cement Company’s Factory. 

2.1.7 Gas Companies 
One of the earliest joint-stock gas companies in the Kingdom was the National Gas and Industrialisation 

Company, the story of which was told by the prominent businessman Fahad Al-Thunayan. According to Al-

Thunayan, two joint-stock gas companies were founded in the cities of Riyadh and Dammam around the 

same time. The Riyadh-based company was an initiative by the late Prince Fahd Bin Faisal Al-Farhan, Mayor 

of Riyadh at the time, who successfully secured shareholder investments. The Dammam-based company, 

located in the Eastern Province, was founded by the late Suliman Saleh Al-Olayan (Image 14).  

:KLOH WKH 'DPPDP�EDVHG FRPSDQ\ HQMR\HG ORZHU WUDQVSRUWDWLRQ FRVWV JLYHQ LWV SUR[LPLW\ WR SURGXFWLRQ 

14 Mr. Al-Olayan in front of a Gas Tanker. Taken in 1953. 

zones, such costs were considerable for 

the Riyadh-based company. As a result, 

consumers suffered from high prices 

in both regions and investors did not 

DFKLHYH WKHLU GHVLUHG SURŬWV�  

After consumers and investors 

expressed their frustration with rising 

prices and low investment returns, the 

matter was raised before the late King 

Saud with a suggestion to merge both 

FRPSDQLHV WR EDODQFH ŬQDQFLDO EXUGHQV 
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and reduce costs to both consumers and investors.  

   Soon after, the King sent Prince Fahd Bin Faisal a letter addressed to the Governor of the Eastern Province 

at the time Prince Saud Bin Jalawi. The letter stated that a delegation of 52 shareholders from the Riyadh-

based gas company was planning a visit to discuss the merger with Suliman Saleh Al-Olayan, chairman of the 

Eastern Province Gas Company. During the visit, the parties had a meeting where they reached an agreement 

RQ WKH WHUPV RI WKH PHUJHU� OHDGLQJ WR WKH ELUWK RI WKH 1DWLRQDO *DV DQG ,QGXVWULDOLVDWLRQ &RPSDQ\ LQ ����� 

2.2. Regulating Joint-Stock Companies 

As companies in joint-stock form began to gain ground in the Kingdom, it became clear that there was yet 

to be a government entity dedicated to regulate these companies. However, since the government led most 

joint-stock initiatives at the time, the issue was tackled early on even before relevant laws on licensing and 

trading were passed by issuing a Royal Order pertaining to their establishment, as was the case with the 

Saudi National Motor Vehicle Joint-Stock Company. Moreover, the Royal Order referred to a business licence 

as a “concession”, which had to be obtained before launching a joint-stock company. 

2Q ��WK 6HSWHPEHU ����� 8P $O�4XUD QHZVSDSHU� LQ LWV ���WK LVVXH� SXEOLVKHG DQ RIŬFLDO DQQRXQFHPHQW 

(Document 24) stating the following: “The designation ‘company’ may only be used for companies licensed 

by the government, in accordance with the country’s laws in force. Hence, whoever wishes to use this 

GHVLJQDWLRQ PXVW ŬOH DQ DSSOLFDWLRQ WR WKH JRYHUQPHQW WR REWDLQ WKH OLFHQFH�Ň 7KH VWDWHPHQW ZDV LVVXHG DV 

it was common at the time for everyone working in transporting passengers to refer to their work as a motor 

YHKLFOH FRPSDQ\� 7R DYRLG FRQIXVLQJ WKH SXEOLF� ZKRHYHU RZQHG DQ DFWXDO FRPSDQ\ ZDV UHTXLUHG WR ŬOH IRU 

a licence to obtain the designation. 

24 A Government Statement Prohibiting the Use of the Term ‘Company’ without a Licence. 

Chapter 2 | Emergence of the Saudi 
Stock Market  

Phase One/ Part 1



��

Market Story

Documentation of the Saudi Capital Market History

Despite the early adoption of joint-stock companies, their modern-day concepts did not crystallise until the 

PLG�����V� SDUWLFXODUO\ DIWHU HQDFWLQJ WKH &RPSDQLHV /DZ XQGHU 5R\DO 'HFUHH 0��� LVVXHG RQ ��VW -XO\ ����� 

This Law expounded on various company types. Moreover, most articles (from 48 to 188) were dedicated 

to joint-stock companies while others had shared provisions applicable to other types of companies (from 

��� WR ����� +RZHYHU� WKH /DZ GLG QRW DGGUHVV WUDGLQJ VKDUHV� ZKLFK PHDQV WKDW VKDUHV� MXVW OLNH RWKHU 

FRPPRGLWLHV WUDGHG LQ WKH ����V� ZHUH JRYHUQHG E\ WKH JHQHUDO UXOHV RI 6DXGL ODZ� 

:KHQ ŬUVW HQDFWHG� WKH /DZ GHŬQHG D FRPSDQ\ DV ņD FRQWUDFW XQGHU ZKLFK WZR RU PRUH SHUVRQV XQGHUWDNH 

WR SDUWLFLSDWH LQ DQ HQWHUSULVH IRU SURŬW� E\ FRQWULEXWLQJ D VKDUH LQ WKH IRUP RI PRQH\ RU ZRUN� ZLWK D YLHZ WR 

GLYLGLQJ DQ\ SURŬWV �UHDOLVHG� RU ORVVHV �LQFXUUHG� DV D UHVXOW RI VXFK HQWHUSULVH�Ň 0RUHRYHU� 3DUW � RI WKH /DZ 

stated that the capital of a joint-stock company was to be divided into tradable shares of equal value, and 

that members were responsible only to the extent of the value of their shares. Furthermore, the number of 

VKDUHKROGHUV ZDV VHW WR EH QR OHVV WKDQ ŬYH1 (Document 25). 

1 The Companies Law of 1965 was repealed and replaced with the Companies Law of 2015 by virtue of Royal Decree M/3 on 10th November 2015.

25 Royal Decree M/6 Ratifying the Companies Law of 1965. 
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2.3. Public Investment Fund (PIF) 

%\ WKH HDUO\ ����V� WKH 6DXGL JRYHUQPHQW KDG FUHDWHG SURMHFWV WKDW ZHUH FRPPHUFLDO LQ QDWXUH DV WKH VWDWH 

aimed at national economic development. The country’s leadership realised that these projects could not be 

carried out by the private sector, mostly due to a lack of capital or expertise. Consequently, the state founded 

VHYHUDO SXEOLF LQVWLWXWLRQV WR GHYHORS 6DXGL LQIUDVWUXFWXUH� ,Q RUGHU WR ŬQDQFH VWDWH GHYHORSPHQW SURMHFWV DQG 

future projects, the government considered the establishment of a special fund.  

His Excellency Mohammed Abalkhail, Minister of Finance at the time, recounts that Petromin Corporation 

UHDFKHG RXW WR WKH 0LQLVWU\ RI )LQDQFH DQG VXEPLWWHG D SURSRVDO IRU EXLOGLQJ WKH (DVW�:HVW &UXGH 2LO 3LSHOLQH� 

Given the importance and commercial nature of the project, which was greatly different from public ones, 

DQ LGHD WR ŬQDQFH WKH XQGHUWDNLQJ WKURXJK DQ LQGHSHQGHQW LQYHVWPHQW DFFRXQW ZDV SXW IRUZDUG� OHDGLQJ 

eventually to the creation of the Public Investment Fund (PIF). 

2Q ��WK $XJXVW ����� 5R\DO 'HFUHH 0��� �'RFXPHQW ��� UDWLŬHG WKH 3,) /DZ� DQQRXQFLQJ WKH 3,) DV DQ 

HQWLW\ UHVSRQVLEOH IRU ŬQDQFLQJ SURMHFWV RI VWUDWHJLF HFRQRPLF YDOXH IRU WKH FRXQWU\� ZKLFK ZHUH OLPLWHG WR 

commercial projects as per the Law’s second article. Additionally, the PIF Law stated that a board of directors 

was to be appointed and tasked with assessing the feasibility of potential projects submitted by government 

entities or public institutions. 

26 Royal Decree M/24 Ratifying the PIF Law. 
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The PIF was founded to drive the growth of joint-stock companies by facilitating investment projects with 

WKH SRWHQWLDO RI IXUWKHULQJ HFRQRPLF GHYHORSPHQW� 3HWURPLQńV (DVW�:HVW 3LSHOLQH LQLWLDWLYH FU\VWDOOLVHG WKH 

VWDWHńV GHVLUH IRU LQYHVWPHQW�GULYHQ SURMHFWV� 0RUHRYHU� WKH 3,) DOORZHG VWDWH RIŬFLDOV WR VXSSRUW WKH SULYDWH 

VHFWRU IXUWKHU WKURXJK ŬQDQFLQJ LQVWHDG RI VXEVLGLHV� 7KH 3,) SOD\HG D PDMRU UROH LQ ŬQDQFLQJ VRPH RI WKH 

country’s vital projects in various sectors, such as oil and mining, agricultural fertilisers, petrochemicals, 

electricity, and transportation. 

2.4. Saudization of Foreign Bank Branches 

Banks are an integral part of any national economy as they play a major role in providing funds for enterprises 

and individuals. As Saudi Arabia developed and oil became its primary source of revenue, the Saudi Arabian 

Monetary Agency (SAMA) strove to offer modern banking services by facilitating the establishment of 

FRPPHUFLDO EDQNV� ,Q ����� WKH 1HWKHUODQGV 7UDGLQJ 6RFLHW\� ODWHU NQRZQ DV $OJHPHQH %DQN 1HGHUODQG� ZDV 

WKH ŬUVW FRPPHUFLDO EDQN WR RSHQ LWV GRRUV IRU EXVLQHVV LQ -HGGDK� 2YHU WKH IROORZLQJ IHZ \HDUV� RWKHU IRUHLJQ 

banks began operating across the Kingdom. 
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15 Algemene Bank Nederland Building, the First Bank Established in the Kingdom. 

ZHUH IRUHLJQ EDQN EUDQFKHV ZKLOH WKH UHPDLQLQJ WZR ZHUH 6DXGL� 7KH ŬUVW RI WKHVH 6DXGL�EDVHG EDQNV ZDV 

WKH 1DWLRQDO &RPPHUFLDO %DQN� ZKLFK ZDV IRXQGHG LQ ����� IROORZHG E\ 5L\DG %DQN LQ ����� 7KHUH ZDV DOVR 

WKH 1DWLRQDO %DQN WKDW ZDV IRXQGHG LQ ����� KRZHYHU� 6$0$ GHFLGHG WR OLTXLGDWH WKH 1DWLRQDO %DQN DQG 

PHUJH LW ZLWK 5L\DG %DQN DIWHU ERWK EDQNV VXIIHUHG D OLTXLGLW\ FULVLV LQ ����� 
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:LWK WKH DLP RI EXLOGLQJ D VWURQJ QDWLRQDO EDQNLQJ VHFWRU� 6$0$ OHG DQ LQLWLDWLYH LQ ���� WR 6DXGLVH IRUHLJQ 

bank branches. The purpose was to strengthen oversight and control as well as to facilitate banking services 

across all parts of the Kingdom, not just major cities.  

SAMA encouraged competition between operating banks to improve services and    to increase citizens’ 

ownership of banking institutions. As a result, and after an endorsement by the Council of Ministers, SAMA 

DVNHG IRUHLJQ EDQN EUDQFKHV WR WUDQVLWLRQ LQWR QDWLRQDO EDQNV LQ ZKLFK ��� RI HDFK EDQN ZDV WR EH RZQHG 

by Saudi citizens and institutions, with a maximum of 40% of capital owned by non-Saudi institutions. 

Consequently, foreign bank branches adhered to these percentages. Below is a timeline of the Saudisation 

of foreign bank branches: 

� ��VW -XQH ����� 3XUVXDQW WR 5R\DO 'HFUHH 0���� WKH 1DWLRQDO %DQN RI 3DNLVWDQńV EUDQFK LQ -HGGDK ZDV 

6DXGLVHG DQG EHFDPH D MRLQW�VWRFN FRPSDQ\ QDPHG %DQN $O-D]LUD ZLWK D FDSLWDO RI 6$5 ��� PLOOLRQ ���� 

owned by Saudi shareholders vs. 35% owned by the National Bank of Pakistan). The bank began its 

RSHUDWLRQV RQ �WK 2FWREHU ����� 

� ��WK 'HFHPEHU ����� 3XUVXDQW WR 5R\DO 'HFUHH 0���� $OJHPHQH %DQN 1HGHUODQG EHFDPH WKH 6DXGL +ROODQGL 

%DQN� D 6DXGL MRLQW�VWRFN FRPSDQ\ ZLWK D FDSLWDO RI 6$5 ��� PLOOLRQ ���� RZQHG E\ 6DXGL VKDUHKROGHUV YV� 

40% owned by Algemene Bank Nederland). 

� �WK -XQH ����� 3XUVXDQW WR 5R\DO 'HFUHH 0���� ,QGRFKLQD %DQN� IRXQGHG LQ ����� EHFDPH D 6DXGL MRLQW�VWRFN 

FRPSDQ\ QDPHG %DQTXH 6DXGL )UDQVL ZLWK D FDSLWDO RI 6$5 ��� PLOOLRQ ���� RZQHG E\ 6DXGL VKDUHKROGHUV 

vs. 40% owned by Indochina Bank). 

� ��VW -DQXDU\ ����� 3XUVXDQW WR 5R\DO 'HFUHH 0��� WKH %ULWLVK %DQN RI WKH 0LGGOH (DVW� IRXQGHG LQ -HGGDK LQ 

����� EHFDPH D 6DXGL MRLQW�VWRFN FRPSDQ\ QDPHG WKH 6DXGL %ULWLVK %DQN ZLWK D FDSLWDO RI 6$5 ��� PLOOLRQ 

���� RZQHG E\ 6DXGL VKDUHKROGHUV YV� ��� RZQHG E\ WKH %ULWLVK %DQN RI WKH 0LGGOH (DVW�� 

� ��WK -DQXDU\ ����� 3XUVXDQW WR 5R\DO 'HFUHH 0��� %DQN RI &DLUR� IRXQGHG LQ ����� EHFDPH D 6DXGL MRLQW�

VWRFN FRPSDQ\ QDPHG WKH 6DXGL &DLUR %DQN ZLWK D FDSLWDO RI 6$5 ��� PLOOLRQ ���� RZQHG E\ 6DXGL 

shareholders vs. 40% owned by Bank of Cairo). 
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� ��WK -XQH ����� 3XUVXDQW WR 5R\DO 'HFUHH 0���� $UDE %DQN /LPLWHG� IRXQGHG LQ ����� EHFDPH D 6DXGL MRLQW�

VWRFN FRPSDQ\ QDPHG WKH $UDE 1DWLRQDO %DQN ZLWK DXWKRULVHG FDSLWDO RI 6$5 ��� PLOOLRQ ���� RZQHG E\ 

Saudis vs. 40% owned by Arab Bank Limited). 

� ��WK )HEUXDU\ ����� 3XUVXDQW WR 5R\DO 'HFUHH 0��� WZR EUDQFKHV RI )LUVW 1DWLRQDO &LW\ %DQN� IRXQGHG LQ 

����� EHFDPH D MRLQW�VWRFN FRPSDQ\ QDPHG WKH 6DXGL $PHULFDQ %DQN ZLWK D FDSLWDO RI 6$5 ��� PLOOLRQ 

���� RZQHG E\ 6DXGL VKDUHKROGHUV YV� ��� RZQHG E\ WKH )LUVW 1DWLRQDO &LW\ %DQN�� 

� ��WK 'HFHPEHU ����� 3XUVXDQW WR 5R\DO 'HFUHH 0���� EUDQFKHV RI %/20 %DQN �IRXQGHG LQ ������ %DQN 

0HOOL ,UDQ� DQG 8QLWHG %DQN /LPLWHG �ERWK IRXQGHG LQ ������ ZHUH PHUJHG DQG EHFDPH D 6DXGL MRLQW�VWRFN 

company named the United Saudi Bank with a capital of SAR 250 million (70% owned by Saudi shareholders 

vs. 30% equally shared among the three foreign banks). 

As seen above, Saudising foreign bank branches took place over the course of seven years. The process was 

meant to be gradual to give foreign bank branches enough time to arrange for the transition, offer their 

shares for public subscription, and ensure ownership was distributed fairly. As part of the initiative, SAMA 

authorised Saudised banks to increase their capital on several occasions and allowed them to open branches 

DFURVV WKH .LQJGRP� %\ ����� WKHUH ZHUH �� QDWLRQDO EDQNV LQ RSHUDWLRQ� LQFOXGLQJ WKH 6DXGL ,QYHVWPHQW 

%DQNLQJ &RPSDQ\� D SULYDWH LQYHVWPHQW FRPSDQ\ IRXQGHG RQ �UG -XQH ���� E\ YLUWXH RI D 5R\DO 'HFUHH� 

7KLV EDQN ODWHU RIIHUHG ��� RI LWV FDSLWDO IRU SXEOLF VXEVFULSWLRQ� ZKLOH WKH UHPDLQLQJ ��� ZDV GLYLGHG 

DPRQJ 6DXGL DQG IRUHLJQ IRXQGHUV ZKR KHOG ��� DQG ��� RZQHUVKLS� UHVSHFWLYHO\� ,Q GXH FRXUVH� WKH 6DXGL 

Investment Banking Company became the Saudi Investment Bank. Thus, Saudi banks operated a total of 

��� EUDQFKHV DFURVV WKH .LQJGRP ZLWK D ����� LQFUHDVH LQ FDSLWDO DQG UHVHUYHV� UHDFKLQJ 6$5 ���� ELOOLRQ 

LQ �����  
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%\ WKH WLPH 6DXGLVDWLRQ ZDV FRPSOHWHG LQ ����� WKH QXPEHU RI MRLQW�VWRFN FRPSDQLHV WUDGHG RQ WKH PDUNHW 

had grown, reaching a total of 50 Saudi companies: 10 banks, four electricity companies, eight cement and 

EXLOGLQJ PDWHULDOV FRPSDQLHV� HLJKW RLO DQG JDV FRPSDQLHV� ŬYH PDQXIDFWXULQJ FRPSDQLHV� ŬYH WUDQVSRUWDWLRQ 

companies, and 10 companies operating in other sectors. Ownership of these companies was a mix of 

LQGLYLGXDO LQYHVWRUV� SULYDWH�VHFWRU FRUSRUDWLRQV� DQG WKH VWDWH DQG JRYHUQPHQW�DIŬOLDWHG LQVWLWXWLRQV� DV 

well as foreign partners who had a maximum share of 40% in relation to local and Saudised banks. 

In the same year, the companies’ authorised and paid-up capital amounted to SAR 51 billion and SAR 35 

billion, respectively, with a total of 331 million shares. Electricity, petrochemicals, and cement sectors 

accounted for more than 80% of paid-up capital. The electricity sector alone had a paid-up capital of SAR 18 

ELOOLRQ �PRUH WKDQ KDOI WKH WRWDO�� $V IRU SHWURFKHPLFDOV� QHDUO\ ��� RI WKH VHFWRU
V SDLG�XS FDSLWDO EHORQJHG 

to the giant Saudi Basic Industries Corporation (SABIC). 
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Chapter 3: Stock Offering and Trading 

7KH 6DXGLVDWLRQ RI IRUHLJQ EDQN EUDQFKHV ZDV WKH ŬUVW VWHS WRZDUGV D UHJXODWHG FDSLWDO PDUNHW DQG PDUNHG 

the beginning of stock trading, which later replaced the previously held sentiment of shareholders who saw 

retaining shares as a partnership investment. These developments later led to the creation of brokerage 

ŬUPV DFURVV WKH .LQJGRP� ,Q WKHVH HDUO\ GD\V� EURNHUDJH ZDV OLPLWHG WR LQGLYLGXDO XQVSHFLDOLVHG ŬUPV WKDW 

promoted their services on the streets or in newspaper advertisements.  

3.1. Offering Shares for Initial Public Offering

27 An Invitation for Public Subscription by Makkah Electricity Company 
in 1950. 

3ULRU WR WKH &RPSDQLHV /DZ RI ����� MRLQW�VWRFN 

companies would offer their shares for subscription 

in local newspapers. Below (Document 27) is an 

invitation for public subscription made by Makkah 

(OHFWULFLW\ &RPSDQ\ LQ ����� 7KH DQQRXQFHPHQW 

VWDWHG WKDW WKH FRPSDQ\ ZDV RIIHULQJ �� WKRXVDQG 

shares at SAR 100 each. A person was allowed 

to subscribe for a minimum of one share and a 

maximum of 100. Subscribers had to initially pay 

10% of each share’s value in exchange for order 

receipts that were to be delivered to the company’s 

RIŬFH LQ 7DLI RU LWV DJHQWV LQ 0DNNDK DQG -HGGDK� 

Additionally, subscription requests were accepted 

in writing or by telegraph. 

Document 28 is another example of an invitation 

IRU SXEOLF VXEVFULSWLRQ E\ 5L\DG %DQN LQ ����� 7KH 
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28 An Example of an Invitation for Public Subscription by Bank of Riyadh 
in 1957. 

bank was founded with authorised capital of 50 

thousand shares at SAR 1,000 each. The founders 

subscribed to 34 thousand shares (SAR 34 million) 

DQG WKH UHPDLQLQJ �� WKRXVDQG �6$5 �� PLOOLRQ� 

were offered for public subscription.  

The previous two newspaper invitations for public 

subscription included all information relevant to 

potential subscribers, but they were not in the 

IRUP RI D SURVSHFWXV LQ LWV FRQWHPSRUDU\ GHŬQLWLRQ� 

However, things changed when the Companies 

/DZ RI ���� ZDV HQDFWHG� IRU LW GHWDLOHG DOO 

public subscription procedures and introduced the 

SURVSHFWXV DV D UHTXLUHPHQW IRU WKH ŬUVW WLPH� 

Additionally, the Law stipulated that company 

founders had to offer shares for public subscription, if   they did not subscribe to subscribe to the entire 

shares, provided that remaining shares were offered through banks selected by the Minister of Commerce 

DQG ,QGXVWU\ ZLWKLQ WKLUW\ GD\V RI DQQRXQFLQJ D FRPSDQ\ńV OLFHQFH WR RSHUDWH LQ WKH RIŬFLDO JD]HWWH E\ YLUWXH 

of a Royal Decree. Furthermore, the Law stipulated that a joint-stock company offering its shares for public 

subscription had to have a minimum capital of SAR 1 million with each share valued at no less than SAR 50.  

Invitations for public subscription were to take place by means of a prospectus entailing relevant information, 

VXFK DV D FRPSDQ\ńV SURŬOH� IRXQGHUV� SDLG�XS FDSLWDO� W\SH� YDOXH� DQG QXPEHU RI VKDUHV DYDLODEOH IRU SXEOLF 

subscription. It should also detail the subscription period, place, and conditions, as well as how shares would 

be divided among subscribers if the number of subscribed shares exceeded the number of shares offered 

for subscription. A prospectus was to be published in daily newspapers and distributed at the company’s 

KHDGTXDUWHUV DW OHDVW ŬYH GD\V EHIRUH WKH EHJLQQLQJ RI WKH VXEVFULSWLRQ SHULRG� 'RFXPHQW �� LV DQ H[DPSOH 

RI DQ LQYLWDWLRQ IRU SXEOLF VXEVFULSWLRQ PDGH E\ WKH 6DXGL 3XEOLF 7UDQVSRUW &RPSDQ\ LQ ����� 
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The Companies Law had set corporate management provisions and discussed issues related to boards of 

directors, general assemblies, and shareholders’ equity. It also expounded the types of securities that joint-

stock companies issued in the form of shares, founders’ stocks, and bonds. Extraordinary general assemblies 

were permitted to increase or decrease a company’s capital and dissolution-related provisions stated that 

companies that had lost three-quarters of their capital had to call for an Extraordinary General Assembly 

�(*$� WR FRQVLGHU WKH FRPSDQ\ńV GLVVROXWLRQ EHIRUH WKH WHUP VSHFLŬHG LQ   LWV $UWLFOHV RI $VVRFLDWLRQ �$R$��  

3.2. Secondary Market Stock Trading 

During this nascent period there were no rules to govern market listings or secondary market trading. 

Stock trading was only allowed upon the approval of a company’s memorandum of association. As per the 

&RPSDQLHV /DZ RI ����� IRXQGHU VKDUHV LQ MRLQW�VWRFN FRPSDQLHV ZHUH DOORZHG WR EH WUDGHG RQO\ DIWHU D 

FRPSDQ\ KDG SXEOLVKHG LWV EXGJHW DQG SURŬW DQG ORVV VWDWHPHQWV IRU WZR FRQVHFXWLYH \HDUV� $V IRU EDQNV� 

IRXQGHU VKDUHV ZHUH QRW DOORZHG WR EH WUDGHG IRU ŬYH \HDUV IROORZLQJ D EDQN
V IRUPDWLRQ� 

29 An Invitation for Public Subscription by the Saudi Public Transport Company in 1979. 
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30 A Stock Certificate issued in 1971 by the Saudi Cement Company. 

(Dividend Coupons Attached to the Stock Certificate) 

3.2.1. Stock Ownership  
In its early days, stock ownership as in the case of electricity and cement companies was mostly limited to 

well-established merchants. Over time, more stocks were being sold in the market, making room for small 

investors to participate. These stockholders saw themselves more as partners in the company and were 

therefore more inclined to hold onto their shares rather than consider trading them, which was still not 

common. Interestingly, it was often only upon the death of the stockholder that stock ownership would be 

transferred through the process of inheritance. Stock ownership was provided by companies in the form of 

FHUWLŬFDWHV EHDULQJ WKHLU KROGHUVń QDPHV DV ZHOO DV WKH QXPEHU RI VKDUHV RZQHG� 'RFXPHQW �� LV DQ H[DPSOH 

RI D VWRFN FHUWLŬFDWH DQG QXPEHUHG GLYLGHQG FRXSRQV LVVXHG LQ ����� 
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Stock ownership and transfer were governed by the general provisions of Saudi laws. Ownership of shares 

were transferred to an heir or a buyer by recording the transactions in a company shareholders’ register, 

which the company’s memorandum of association stipulated that the board should keep. Company boards of 

directors were subject to disclosure and transparency bylaws and general rules that governed other corporate 

DFWLYLWLHV� VXFK DV ŬQDQFLQJ� GHEWV� ORDQV� PHUJHUV� GLYLGHQGV� DQG UHGXFLQJ RU LQFUHDVLQJ WKH FDSLWDO RI WKH 

company. These general rules and provisions governed issues that were not stipulated in a company’s licence 

or memorandum of association. 

%XVLQHVVPDQ .KDOLG $O�-DZKDU UHFRXQWV WKH VWRU\ RI KRZ KH DQG KLV EURWKHU ŬUVW JRW LQWR VWRFN WUDGLQJ� 

According to Al-Jawhar, his father owned shares after having invested in many joint-stock companies that 

ŭRXULVKHG GXULQJ WKH ����V DQG ����V� )ROORZLQJ KLV IDWKHUńV GHDWK� LQKHULWHG DVVHWV ZHUH WUDQVIHUUHG WR 

and divided among Al-Jawhar and his siblings, who later wanted to sell their inherited shares. To this end, 

they contacted several shareholders who in turn introduced them to market makers, i.e. individuals who 

TXRWHG WZR�VLGHG PDUNHWV LQ D SDUWLFXODU VHFXULW\ WR SURŬW IURP WKH ELG�DVN VSUHDG� (YHQWXDOO\� $O�-DZKDU DQG 

KLV VLEOLQJV GHFLGHG WR VHOO VRPH VKDUHV WR WKH PDUNHW PDNHUV� PDNLQJ SURŬWV DORQJ WKH ZD\� ZKLFK ODWHU OHG 

them to pursue stock trading as a profession. They did this by obtaining a licence (Document 31) from the 

0LQLVWU\ RI &RPPHUFH DQG ,QGXVWU\ LQ ���� WR RIIHU GLYHUVLŬHG FRPPHUFLDO VHUYLFHV� LQFOXGLQJ EURNHUDJH DQG 

own-account stock trading.  

31 The Registration Certificate of Al-Jawhar Trading and Development Company. 
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16 An Examples of Stock Trading Advertisements Published in Local Newspa-
pers in 1981. 

3.2.2. Trading: Where and How 
8QWLO ����� VWRFN WUDGLQJ RFFXUUHG WKURXJK DQ XQRIŬFLDO PDUNHW RI �� VWRFN EURNHUDJH ŬUPV LQ WKH .LQJGRPńV 

PDMRU FLWLHV� QDPHO\ 5L\DGK� -HGGDK� 'DPPDP� DQG $O�.KREDU� 7KHVH ŬUPV RSHUDWHG DV SULYDWH HQWHUSULVHV� 

not as specialised brokers, and offered differing prices, which forced buyers and sellers to look for the best 

deal before deciding to buy or sell. 

%\ WKH ODWH ����V DQG HDUO\ ����V� 

many individuals were turning to stock 

trading as a profession. Stock brokers 

announced the buying and selling 

of shares in newspapers, and were 

recognised by the iconic signs that read 

ņ:H EX\ DQG VHOO VKDUHVŇ �,PDJH ����  

Stock prices varied greatly depending 

RQ ZKHWKHU D ŬUP ZDV WUDGLQJ RQ LWV 

own account or as a broker. To obtain 

OLVWV RI VKDUHKROGHUV� WKH ŬUPV UHOLHG RQ WKHLU SHUVRQDO UHODWLRQVKLSV ZLWK FRPSDQLHV� 0DUNHW LQIRUPDWLRQ ZDV 

GLIŬFXOW WR DFFHVV DQG PDUNHW PDNHUV GHWHUPLQHG SULFLQJ�  

6RPH ŬUPV SOD\HG D PDMRU UROH LQ DWWUDFWLQJ NH\ VKDUHKROGHUV EDVHG RQ WUXVW� WKXV SODQWLQJ WKH VHHGV RI WKH 

secondary market—which still had a long way to go. A former stock trader recounts that when the National 

$JULFXOWXUDO 'HYHORSPHQW &R� �1$'(&� ZDV OLVWHG DV WKH ŬUVW DJULFXOWXUDO FRPSDQ\ LQ WKH 6DXGL VWRFN PDUNHW 

LQ ����� KH DSSURDFKHG WKH 1DWLRQDO &RPPHUFLDO %DQN WR VXEVFULEH WR WKH FRPSDQ\ńV VKDUHV� +RZHYHU� WR 

KLV VXUSULVH� KH FRXOG QRW ŬQG EDVLF LQIRUPDWLRQ DERXW WKH VXEVFULSWLRQ RU WKH GHOLYHU\ GDWH RI WKH DOORFDWLRQ 

FHUWLŬFDWH� 

6L[ PRQWKV DIWHU VXEVFULELQJ� WKH WUDGHU HYHQWXDOO\ UHFHLYHG KLV VWRFN FHUWLŬFDWH� 7ZR \HDUV ODWHU� WKH WUDGHU 

wanted to sell his shares but did not know where or to whom he should sell. After a visit to NADEC, the 

FRPSDQ\ UHIHUUHG KLP WR D EURNHUDJH ŬUP� ZKLFK LQIRUPHG KLP WKDW WR VHOO KLV VKDUHV KH KDG WR UHWXUQ WR WKH 

FRPSDQ\ ŬUVW WR FROOHFW KLV GLYLGHQG DQG WKHQ FRPH EDFN WR VHOO KLV VKDUHV DW WKH SUHYDLOLQJ PDUNHW SULFH� 

This account, among other events, demonstrates how trading was not prevalent among small traders, and 

DOVR UHŭHFWV KRZ VWRFN VXEVFULSWLRQ� DOORFDWLRQ� WUDGLQJ� DQG SULFLQJ ZDV LQ QHHG RI D FOHDU YLVLRQ DQG SURSHU 

organisation. 
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3.2.3. Scarcity of Market Information for Investors 
Financial information about joint-stock companies is key to helping investors make informed stock investment 

GHFLVLRQV� 8QWLO ����� VXFK LQIRUPDWLRQ ZDV VFDUFH� 2QH PDMRU UHDVRQ ZDV WKH GHOD\ LQ SXEOLVKLQJ FRUSRUDWH 

ŬQDQFLDO VWDWHPHQWV� 7KH &RPSDQLHV /DZ RI ���� VWLSXODWHG WKDW ERDUGV RI GLUHFWRUV ZHUH UHVSRQVLEOH IRU 

SUHSDULQJ ŬQDQFLDO VWDWHPHQWV E\ WKH HQG RI HDFK ŬVFDO \HDU� D FRS\ RI ZKLFK ZDV WR EH GHSRVLWHG DW WKH 

&RPPHUFLDO 5HJLVWU\ 2IŬFH DQG WKH *HQHUDO 'HSDUWPHQW RI &RPSDQLHV ZLWKLQ WKLUW\ GD\V RI WKH *HQHUDO 

Assembly’s approval. 

However, some of those reports lacked transparency and were ambiguous because of their inconsistent use 

RI DFFRXQWLQJ WHUPLQRORJ\� $GGLWLRQDOO\� WKHUH ZHUH QR FRPSHWHQW� VSHFLDOLVHG ŬQDQFLDO LQVWLWXWLRQV� DQG WKH 

ORFDO ŬQDQFLDO SUHVV ODFNHG LQ�GHSWK FRYHUDJH GXULQJ WKDW SHULRG� 7KXV LQIRUPDWLRQ ZDV PDLQO\ DYDLODEOH WR 

large shareholders who had direct access to it. 

3.2.4. Small Market Size 
%\ ����� WKHUH ZHUH RQO\ IRXUWHHQ MRLQW�VWRFN FRPSDQLHV LQ RSHUDWLRQ� )URP ���� WR ����� WKLV QXPEHU 

VORZO\ LQFUHDVHG WR UHDFK WKLUW\�WKUHH� 7KUHH \HDUV ODWHU� LQ ����� WKHUH ZHUH ŬIW\ FRPSDQLHV DQG WKLUW\ 

EURNHUDJH ŬUPV LQ WRWDO� 7KLV JUDGXDO LQFUHDVH LQ MRLQW�VWRFN FRPSDQLHV DQG EURNHUDJH ŬUPV� IROORZHG E\ WKH 

Souk Al-Manakh stock market crisis in Kuwait, led the Saudi government to take determined steps towards 

regulating stock trading, as will be discussed in the following chapter. 
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Chapter 4: :LQGV RI &KDQJH  

The discovery of oil in the Kingdom ushered in a period of major change: joint-stock companies grew in 

number, government-led mergers of electricity companies took place, foreign bank branches were Saudised 

and their shares were offered for public subscription, and citizens became more aware of the importance of 

saving and investing. These factors collectively increased the volume of shares available for trading, which 

created a need for regulation to govern stock trading. 

The government’s policy of privatisation of state companies encouraged citizens to participate in the 

HFRQRPLF GHYHORSPHQW RI WKH .LQJGRP�  3XEOLF GHPDQG ZDV VWURQJ� DV HYLGHQFHG E\ WKH 6$%,& ŭRDWDWLRQ LQ 

�����  :LWK D GHVLUH WR SURWHFW WKH SXEOLF DQG WR DYRLG D QDWLRQDO FULVLV VXFK DV WKDW H[SHULHQFHG E\ .XZDLW 

as a result of Souk Al Manakh, the Saudi government embarked on a series of measures to develop the stock 

market.  The Ministerial and Standing Supervisory Committees were formed to oversee the market.  Trading 

of shares and brokerage services were limited to local banks. These and other measures, coupled with the 

introduction of technological developments, laid the foundation of the Saudi capital market. 

4.1. Expansion of Offered Shares 

6KDUH RZQHUVKLS GDWHV EDFN WR ���� ZLWK WKH IRUPDWLRQ RI WKH 6DXGL 1DWLRQDO 0RWRU 9HKLFOH -RLQW�6WRFN 

&RPSDQ\ DQG VXEVHTXHQW HPHUJHQFH RI D KDQGIXO RI MRLQW�VWRFN FRPSDQLHV LQ WKH ����V� 7KH HVWDEOLVKPHQW 

RI FRPSDQLHV LQ MRLQW�VWRFN IRUP WRRN SODFH GXULQJ GLIIHUHQW SHULRGV� HDFK RI ZKLFK UHŭHFWHG WKH FRXQWU\ńV 

HFRQRPLF GHYHORSPHQW� 3LYRWDO FKDQJH RFFXUUHG IURP ���� ZKHQ WKH JRYHUQPHQW VLJQLŬFDQWO\ LQFUHDVHG LWV 

spending on development projects. 

The merging of electricity companies, followed by the founding of the Ministry of Industry and Electricity—

which standardised electricity tariffs across the Kingdom—created great demand for the shares of these 

companies. The Saudisation of foreign bank branches further increased demand, shaping the beginnings 
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RI WKH .LQJGRPńV VWRFN PDUNHW� %\ WKH HQG RI WKH ����V� WKHUH ZHUH PRUH WKDQ �� MRLQW�VWRFN FRPSDQLHV 

RSHUDWLQJ LQ NH\ VHFWRUV� VXFK DV ŬQDQFH DQG LQGXVWU\� FRQVWUXFWLRQ PDWHULDOV DQG FHPHQW� WUDQVSRUW� 

hospitality, services, and food. 

:LWK WKH GDZQ RI WKH ����V DQG QHDU FRPSOHWLRQ RI 6DXGLVDWLRQ LQ WKH EDQNLQJ VHFWRU� RWKHU SULYDWH�VHFWRU 

companies were formed. They made their shares available for public subscription by following the offering 

procedures of banks and publishing their prospectus in at least two local newspapers as per the Companies 

Law. 

In oversubscribed issues, shares were allocated to each subscriber, irrespective of the number of shares 

subscribed to.  A subscriber for 10 shares was treated no differently than one who had subscribed for 1,000 

shares. As a result, some people came up with a scheme to subscribe under different names so that each 

name would be eligible for the number of shares allocated to one person. In doing so, some traders collected 

Saudi identity cards to acquire the largest number of shares at the time of allocation.  

       A businessman recounts that the Kuwaiti comedy play of Bani Samit, which was broadcast on Saudi TV in 

WKH ����V� DGGUHVVHG WKHVH HYHQWV� ,Q WKH SOD\� D VFHQH GHSLFWHG WKH FROOHFWLRQ RI LGHQWLW\ FDUGV IURP FLWL]HQV 

to acquire the largest number of shares possible during public subscriptions and to sell them afterwards for 

SURŬW� 7KH SOD\ DFWXDOO\ LQVSLUHG VRPH LQGLYLGXDOV   DQG ŬUP RZQHUV WR SURŬW IURP VXFK VFKHPHV� 'HVSLWH WKH 

deception involved, and being contrary to legislation aimed at expanding the ownership base among citizens, 

the collecting of Saudi identity cards for subscription and its portrayal in the media raised public awareness 

of investing. 

6KDUH RZQHUVKLS JUHZ LQ SRSXODULW\ DQG WKH EX\�DQG�KROG VWUDWHJ\ JUDGXDOO\ JDYH ZD\ WR WKH LGHD RI SURŬWLQJ 

IURP VWRFN WUDGLQJ� HVSHFLDOO\ JLYHQ WKHLU FRQVLGHUDEOH LQFUHDVH LQ SULFHV GXULQJ WKH HDUO\ ����V� )RXQGHUV 

and investors who anticipated the growth of the companies they held continued to buy and hold.  Some of 

these early shareholders have seen their investments become worth more than gold. 

,Q WKH HDUO\ ����V� WKH 1DWLRQDO ,QGXVWULDOL]DWLRQ &RPSDQ\ LVVXHG VL[ PLOOLRQ VKDUHV�  ��� RI ZKLFK ZDV 

retained by founders and 75% (SAR 4.5 million) offered for public subscription. Other companies that offered 

shares during this period were: Saudi Pharmaceutical Industries Company, Saudi Livestock Transport and 
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Trading Company, Tabuk Agricultural Development Company, Al-Qassim Agricultural Development Company, 

and the Saudi Chemical Company. 

%HWZHHQ ���� DQG ����� RYHU WKLUW\ FRPSDQLHV ZLWK FDSLWDO H[FHHGLQJ 6$5 �� ELOOLRQ ZHUH RIIHUHG IRU 

SXEOLF VXEVFULSWLRQ� %\ ����� WKH PDUNHW KDG ZLWQHVVHG D VXUJH LQ   VWRFN QXPEHUV DQG SULFHV� OHDGLQJ WR D 

total of 50 traded companies operating across several sectors. The electricity sector dominated the market 

representing 52% of   market capitalisation, followed by petrochemicals (15%), cement and gypsum (13%), 

WUDQVSRUW ����� ŬQDQFH� L�H� EDQNV ����� DQG ODVWO\ VHUYLFHV DQG IRRG ��� HDFK�� )LJXUH � VKRZV WKH VHFWRU�

EDVHG PDUNHW VKDUH RI MRLQW�VWRFN FRPSDQLHV LQ ����� 

Financial 

Electricity 

Cement and gypsum 

Petrochemicals 

Food

Transport 

Services 

01 The Sector-based Market Share of Joint-stock Companies in 1984. 
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In terms of capital, the electricity sector was at the top of the list with authorised and paid-up capital of 

6$5 �� ELOOLRQ DQG 6$5 �� ELOOLRQ UHVSHFWLYHO\� IROORZHG E\ SHWURFKHPLFDOV ZLWK 6$5 ���� ELOOLRQ DQG 6$5 ��� 

ELOOLRQ� $V IRU WKH QXPEHU RI VKDUHV� WKH HOHFWULFLW\ VHFWRU OHG ZLWK ��� PLOOLRQ VKDUHV� IROORZHG E\ WKH FHPHQW 

DQG J\SVXP VHFWRU ZLWK �� PLOOLRQ VKDUHV� )LJXUHV � DQG � VKRZ WKH VHFWRUDO FDSLWDO VWUXFWXUH DQG   LVVXHG 

shares of joint-stock companies. 

03 The Issued Shares (in Millions) by Sector in 1984. 

Finance  Electricity  Cement and
 gypsum

 Petrochemicals Food  Transport  Services

02 The Sector-based Capital Structure of Joint-stock Companies in 1984. 
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4.2. Towards Privatisation  

The increase in share offerings by companies across various sectors was not the only factor leading to 

new developments within the Saudi capital market. Demand from citizens to acquire shares resulted in 

oversubscriptions for shares offered. The Saudi Livestock Transport and Trading Company, Tabuk Agricultural 

Development Company, and Al-Qassim Agricultural Development Company were oversubscribed by a factor 

of 3, 2.2, and 4.4 times, respectively. A year later, SABIC witnessed an overwhelming oversubscription of 

2.5 times the shares offered, despite having an offering much greater in value compared to other previous 

RIIHULQJV� 7KLV RYHUVXEVFULSWLRQ UHŭHFWHG WKH SXEOLFńV GHPDQG IRU 6DXGL VKDUHV� KHQFH LW LV UHOHYDQW WR 

examine SABIC’s success in greater detail. 

4.3. SABIC: From Formation to Privatisation  

In his book, “A Life in Administration”, His Excellency the late Dr. Ghazi Al-Gosaibi spoke highly of His 

Excellency Mohammed Abalkhail, former Minister of Finance, when recounting the story of the Saudi Basic 

Industries Corporation (SABIC): 

“One may ask: what about the major industrial projects to be launched in Jubail and Yanbu as per the second 

ŬYH�\HDU SODQ" :HOO� , ŬUVW WKRXJKW RI IRXQGLQJ D SXEOLF LQVWLWXWLRQ IRU FDUU\LQJ RXW WKRVH SURMHFWV� +RZHYHU� 

my dear friend Abalkhail, who joined the cabinet as the Minister of Finance and National Economy at the 

time, suggested the alternative of forming a joint-stock company operating according to purely commercial 

principles, with the potential of offering its shares to the public in the future. 

Abalkhail was older than me and had much more expertise. Before and after becoming a minister, he helped 

me in all sorts of ways. I could go on and on about what an incredible help he has been, but knowing him, I 

IHDU WKDW VXFK SUDLVH DQG DSSUHFLDWLRQ ZRXOG RQO\ HPEDUUDVV KLP� $OWKRXJK DOO KLV LQVLJKWV KDYH EHQHŬWHG 

me greatly over the years, his idea of forming a joint-stock company remains at the top of the list. Many 

have forgotten who came up with the idea amidst the developments that followed, but I would like to state 

RQ UHFRUG WKDW DOO FUHGLW JRHV WR $EDONKDLO� +LV VXJJHVWLRQ UHVRQDWHG ZLWK PH� DQG WKH PRUH , UHŭHFWHG XSRQ 

it, the more I believed in it. I eventually presented the idea to the late King Fahd, then Crown Prince, who 

showed great interest and gave me the green light to proceed, especially after knowing of my promise to 

later cede the company’s shares to the Saudi people.” 
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As for the company’s name, SABIC, Al-Gosaibi says: “It was suggested to name the new company SABICO, 

an acronym for the Saudi Basic Industries Corporation, but that sounded strange to my ears, so I insisted on 

changing it to SABIC because in Arabic, it has a root in the word ‘sabak’ which means forming or manufacturing 

something, and I believe this name works much better.” Al-Gosaibi praised Abalkhail for being the man behind 

the idea of forming SABIC, and also gave credit to the Undersecretary of the Ministry of Commerce and 

Industry at the time, Eng. Youssef Al-Hammad, by saying: “People spoke then, and still speak today, of the 

minister who accomplished the impossible, but the truth of the matter is that the person to whom this 

achievement should be attributed is Youssef Al-Hammad, the man behind the scenes.” 

4.3.1. Founding SABIC 
6DXGL %DVLF ,QGXVWULHV &RUSRUDWLRQ �6$%,&� ZDV IRXQGHG E\ YLUWXH RI 5R\DO 'HFUHH 0��� �'RFXPHQW ��� RQ 

�WK 6HSWHPEHU ���� WR RSHUDWH DQG PDUNHW ORFDOO\ SURGXFHG K\GURFDUERQ DQG PLQHUDO SURGXFWV IRU EDVLF 

and supporting industries. SABIC was meant to achieve several economic objectives for Saudi Arabia, such 

as utilising natural gas production in producing value-added chemicals and polymers to meet local market 

needs and to export surplus, as well as maintaining a greener environment by reducing pollution resulting 

IURP JDV ŭDULQJ LQ RLO SURGXFWLRQ� 

32 Royal Decree on Founding SABIC. 

His Excellency Al-Gosaibi, as Minister of 

Industry and Electricity at that time, selected 

His Excellency Eng. Abdulaziz Al-Zamil as 

6$%,&ńV ŬUVW &(2� 7KH ERDUG RI GLUHFWRUV ZDV 

formed from leading Saudi academics and 

several undersecretaries of the ministries 

of Finance and Planning. SABIC’s Articles 

of Association (AoA) stipulated that the 

government was to offer 75% of company 

shares for public subscription while 

maintaining ownership of the remaining 25%. 

The Saudi government allocated SAR 2.7 

billion in capital to establish the company and 

borrowed the rest from the Public Investment 

Fund (PIF) and local banks. 
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33Royal Decree on Founding SABIC. The Allocation of 10% of SABIC’s Share Offering to Gulf Cooperation Council 
(GCC) Countries. 

4.3.2. Privatising SABIC 
As mentioned earlier, the idea of SABIC was conceived by Al-Gosaibi, developed by Abalkhail, endorsed 

by the late King Fahd Bin Abdulaziz, and implemented by Undersecretary of the Ministry of Industry Eng. 

Youssef Al-Hammad. In his book, “A Life in Administration”, Al-Gosaibi tells the story of how the privatisation 

RI 6$%,& UHŭHFWHG WKH GHWHUPLQDWLRQ RI WKH 6DXGL $UDELDQ JRYHUQPHQW DQG LWV GHYRWLRQ WR LWV SHRSOH� ņ$V , 

signed SABIC’s last major industrial contract, I felt I was about to serve my purpose in the industrial sector. 

,W DOO FDPH WUXH ZKHQ 6$%,& H[SRUWHG LWV ŬUVW EDWFK RI SHWURFKHPLFDO SURGXFWV� , ZDV HYHQ PRUH VDWLVŬHG 

WKH GD\ , IXOŬOOHG WKH SOHGJH , KDG PDGH EHIRUH WKH &URZQ 3ULQFH >UHIHUULQJ WR WKH ODWH .LQJ )DKG@� WKDW WKH 

government would cede a part of its shares to citizens. Indeed, SABIC offered 30% of its shares to Saudi and 

GCC citizens. The shares were rapidly bought, but my intention at the time was to suggest that SABIC would 

continue to offer shares until the government only had 25% ownership.” 

The Saudi leadership’s pursuit of privatisation crystallised in the second half of the 20th century when King 

Fahd, then Crown Prince, fully adopted the idea. As a result, the Saudi Arabian Fertilizer Company (SAFCO) 

and several electricity and other companies were privatised, with the greatest achievement at the time being 

the privatisation of the global petrochemical giant SABIC. 

6$%,&ńV $UWLFOHV RI $VVRFLDWLRQ �$R$� UHIHUHQFH &DELQHW 5HVROXWLRQ 1R� ��� RI ��WK 6HSWHPEHU ���� 

(Document 33) on approving the allocation of 

10% of the company’s offering (SAR 2 billion 

of share capital) to GCC citizens. 

The initial offering consisted of two million 

shares with a nominal value of SAR 1,000 

per share and a share premium of SAR 180. 

The offered shares had a total nominal value 

of SAR 2 billion, representing 20% of the 

company’s share capital. 1.8 million shares 

were allocated for subscription to Saudi 

citizens while 200,000 shares were allocated 

to GCC citizens. The prospectus stipulated 

that a subscriber had to pay half of a share’s 
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nominal value (SAR 500) as well as the share premium, with the remaining value to be settled at a later date.  

To expand the ownership base, the prospectus stipulated that each person may only subscribe to 1,000 

shares. Additionally, several accounts were opened at Saudi and GCC banks to facilitate subscription requests 

for citizens (Document 34 below is an image of SABIC’s invitation to subscribe). 

Around 370,000 Saudi small shareholders and more than 3,400 GCC citizens subscribed to SABIC’s shares. In 

total, 373,303 subscribers paid more than SAR 3.7 billion—an oversubscription of 2.5 times. 

In gratitude for the offering’s success and to achieve social and economic objectives highlighted earlier 

by Al-Gosaibi, SABIC’s board of directors increased the company’s share offering to three million shares, 

constituting 30% of share capital instead of the previous 20%. The board also allocated 141,255 additional 

shares to GCC subscribers. As such, the ultimate objective of publicly offering one-third of SABIC’s shares 

was achieved. 

34 SABIC’s Invitation to Subscription. 
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35

36

Results of SABIC’s Share Allocation. 

A Sample of SABIC’s Share Certificate. 

The following Document 35 

shows the result of SABIC’s 

share allocation. 

7KH IROORZLQJ 'RFXPHQW �� 

is a sample of SABIC’s share 

FHUWLŬFDWH�
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4.4. Lessons from Kuwait’s Souk Al-Manakh Stock Market Crisis  

(FRQRPLF FULVHV QRW RQO\ DIIHFW ŬQDQFLDO LQVWLWXWLRQV� EXW DOO DUHDV RI DQ HFRQRP\� 7KH UDSLG HVFDODWLRQ 

of market prices as a result of speculation often driven by rumours and the expectation of further price 

increases is referred to in the capital market as a “bubble”. Excessive speculative investing in shares or assets 

takes place, leading to unsustainable price increases which eventually cause the bubble to burst.  

The history of economic bubbles dates to the South Sea Bubble of 1711, which has been regarded as the 

ZRUOGńV ŬUVW ŬQDQFLDO FUDVK� ,VDDF 1HZWRQ KLPVHOI VXFFXPEHG WR WKLV FULVLV� $W WKH WLPH� WKH VKDUH SULFH 

of the British South Sea Company increased dramatically from 100 pounds to an all-time high of 1,000 

SRXQGV� :KHQ LW EHFDPH FOHDU WKDW WKH SULFH LQFUHDVHV ZHUH QRW MXVWLŬHG E\ WKH FRPSDQ\ńV SURŬWV� WKH PDUNHW 

panicked, shares plummeted, and many investors declared bankruptcy. 

Over the years, the world’s economies have experienced several stock market bubbles, and the Saudi market 

was not immune from such disruptions. However, it was Kuwait’s Souk Al-Manakh stock market crisis of 

���� WKDW KDG D GLUHFW LPSDFW RQ WKH GHYHORSPHQW RI WKH 6DXGL PDUNHW� 

7KH ŬUVW .XZDLWL MRLQW�VWRFN FRPSDQ\ ZDV IRXQGHG LQ ����� $OWKRXJK WKH HVWDEOLVKPHQW RI MRLQW�VWRFN 

companies paved the way for stock trading, the shareholders in Kuwaiti markets were more drawn to the 

idea of partnership and therefore preferred to hold onto the stocks they bought. The same view prevailed 

among Saudis for quite some time after the emergence of the stock market. As a result, trading in shares 

was minimal and most of it was limited to transfers by inheritance. The situation remained unchanged until 

WKH ����V� 

'XULQJ WKH ����V� .XZDLWńV VWRFN PDUNHW EHJDQ WR GHYHORS� DQG VKRZHG JUHDW SURPLVH� +RZHYHU� D ŬQDQFLDO 

FULVLV KLW WKH PDUNHW LQ ����� FDXVLQJ LQYHVWRUV WR VWRS WUDGLQJ� 7KH YROXPH RI WUDGLQJ GURSSHG E\ PRUH 

than 50%, which led the Kuwaiti government to intervene by temporarily suspending the establishment of 

joint-stock companies and prohibiting existing ones from increasing capital. The Kuwait Foreign Investment 

Company (a Kuwaiti sovereign wealth fund) took action by purchasing shares on behalf of the government 

IURP 'HFHPEHU ���� XQWLO $SULO ���� ZLWK D YDOXH RI QHDUO\ .' ��� PLOOLRQ� ,Q DGGLWLRQ� WKH WUDGLQJ RI WKH 

VKDUHV RI *&& FRPSDQLHV ZDV VXVSHQGHG XQWLO ����� +RZHYHU� WKH PRVW LPSRUWDQW GHFLVLRQ WDNHQ WR DGGUHVV 

.XZDLWńV ŬQDQFLDO PDUNHW FULVLV LQ ���� ZDV WKH UHJXODWLRQ RI IRUZDUG VDOHV� 7KLV GHFLVLRQ VWLSXODWHG WKDW 

the payment term must not exceed 12 months and obliged buyers to pay part of the transaction value 
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immediately. Also, contracts were to be recorded at the Ministry of Commerce upon their conclusion and 

stocks had to remain owned and possessed by the seller until the deferred value was settled. 

7KH LQWURGXFWLRQ RI WKHVH UHJXODWLRQV LQ .XZDLWńV   RIŬFLDO PDUNHW GLVFRXUDJHG VSHFXODWRUV DQG GURYH WKHP 

WR WUDGH LQ WKH XQRIŬFLDO 6RXN $O�0DQDNK PDUNHW �,PDJH ���� +LVWRULFDOO\� 6RXN $O�0DQDNK ZDV D UHVWLQJ 

place for camels transporting the goods of merchants to and from Najd, the Levant, Iraq, Al-Ahsa, and other 

regions. Kuwait was, until recently, a centre for traders and travellers given its advantageous location at the 

WLS RI WKH $UDELDQ *XOI� ERUGHULQJ ,UDT WR WKH QRUWK� WKH /HYDQW WR WKH :HVW� DQG $O�$KVD� %DKUDLQ� DQG 1DMG 

to the South. 

As society and means of transportation evolved, Souk Al-Manakh also evolved into more than a camel market. 

'XULQJ WKH ����V DQG ����V� LW EHFDPH D PDUNHW LQ .XZDLW &LW\ ZKHUH UHDO HVWDWH EURNHUV HVWDEOLVKHG WKHLU 

17 Souk Al-Manakh in Kuwait. 

businesses and it also developed into 

DQ XQRIŬFLDO PDUNHW IRU WKH WUDGLQJ RI 

VKDUHV LQ XQOLVWHG FRPSDQLHV� :LWKLQ 

a few years, Souk Al-Manakh grew 

considerably as a result of the trading 

RI VKDUHV LQ *XOI FRPSDQLHV� :KHQ 

legislators in Kuwait temporarily 

suspended the trading of shares in 

*&& FRPSDQLHV LQ WKH RIŬFLDO PDUNHW� 

speculators turned to Souk Al-Manakh 

to buy and sell the stocks of these 

companies and other closed Kuwaiti 

companies. 

7KH UHJXODWLRQV LQWURGXFHG E\ WKH .XZDLWL JRYHUQPHQW WR DGGUHVV WKH ŬQDQFLDO FULVLV RI ���� ZHUH RQO\ 

OLPLWHG WR WKH FRXQWU\ńV RIŬFLDO PDUNHW� &RQVHTXHQWO\� VSHFXODWRUV WRRN DGYDQWDJH RI WKH VLWXDWLRQ DQG PRYHG 

WR WKH XQRIŬFLDO 6RXN $O�0DQDNK PDUNHW ZKHUH WKH\ FDUULHG RXW YDULRXV IUDXGXOHQW DFWLYLWLHV� 1RW RQO\ GLG 

they trade the stocks of Kuwaiti and other GCC companies that were in fact closed, but they also established 

many shell companies and traded their stocks at an unprecedented pace. Speculators’ excessive trading was 

driven by the high liquidity of Kuwaiti and GCC economies resulting from oil price increases at the time. 
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Under these conditions, Souk Al-Manakh became a lucrative market for scammers who resorted to all kinds 

RI VFKHPHV WR WULFN .XZDLWL DQG *&& FLWL]HQV LQWR VSHFXODWLQJ RQ VWRFNV WKDW ZHUH EHLQJ WUDGHG� ,Q ����� DQ 

RXWVWDQGLQJ ��� ELOOLRQ VKDUHV ZHUH WUDGHG LQ WKH XQRIŬFLDO PDUNHW FRPSDUHG WR WKH ��� PLOOLRQ VKDUHV RI WKH 

RIŬFLDO PDUNHW� 

'XULQJ WKH WZR \HDUV SUHFHGLQJ WKH FULVLV ����� DQG ������ SHRSOH HQJDJHG LQ IRUZDUG VDOHV� ,Q ����� WKH 

difference between spot and forward prices in certain transactions reached 70%. Prices continued to rise 

GUDPDWLFDOO\ LQ 6RXN $O�0DQDNK� UHDFKLQJ ���� E\ ����� 7KLV PDGH VWRFN WUDGLQJ SXUHO\ VSHFXODWLYH� UDWKHU 

than based on economic or market fundamentals. 

Under these critical circumstances, especially after trading reached unprecedented levels, fear started to 

spread. Speculators rushed to secure liquidity to pay their dues from post-dated cheques, which were not 

subject to the terms of forward sales. They excessively bought overvalued shares and sold them for cash at 

low prices to pay off their debts. This led to an increase in the number of speculators and a sharp upsurge 

LQ SULFHV� 6RPH VSHFXODWRUV ZHUH XQDEOH WR SD\ WKHLU GHEWV� DQG WKH FULVLV HUXSWHG LQ WKH VXPPHU RI ����� 

/RRNLQJ EDFN DW WKH UHDVRQV WKDW OHG WR WKH 6RXN $O�0DQDNK PDUNHW FULVLV� HFRQRPLVWV LGHQWLŬHG VHYHUDO 

major factors: 

- The formation of closed companies and the illegitimate trading of their stocks by violating the Kuwaiti law 

which stipulated that a closed company’s shares could only be traded three years after its establishment. In 

fact, most stocks traded in Souk Al-Manakh market were those of shell companies with no actual activity. 

- The establishment of over 40 GCC shell companies in Bahrain and the UAE and the trading of their shares in 

Souk Al-Manakh market immediately after their formation, which was a violation of Kuwaiti law. 

� 8QOLNH WKH .XZDLWL VWRFN PDUNHW FULVLV RI ����� WKH .XZDLWL DXWKRULWLHV IDLOHG WR UHJXODWH WKH XQRIŬFLDO 

market of Souk Al-Manakh. Measures to monitor and prevent fraud were lacking. 
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- Local banks were quick to provide credit facilities, overdrafts, unsecured loans, and secured personal loans. 

Additionally, post-dated cheques were not linked to actual accounts, and investors used these cheques to 

pay for trading operations, which created a problem in the cheque clearing and settlement processes. The 

Central Bank of Kuwait did not intervene and failed to exercise its authority in addressing such violations. 

� )DLOXUH WR REOLJH FRPSDQLHV� DV D PLQLPXP GLVFORVXUH UHTXLUHPHQW� WR SXEOLVK WKHLU ŬQDQFLDO VWDWHPHQWV 

SHULRGLFDOO\ LQ DFFRUGDQFH ZLWK RIŬFLDO DFFRXQWLQJ VWDQGDUGV� 

The Kuwaiti government tried to absorb the crisis and save the economy by adopting several measures. On 

��VW 'HFHPEHU ����� .XZDLWńV 0LQLVWU\ RI &RPPHUFH DQG ,QGXVWU\ UHTXHVWHG FRPSDQLHV WR VXEPLW WKHLU 

DQQXDO ŬQDQFLDO VWDWHPHQWV DQG YDOXH WKHLU WUDGHG VKDUHV DW FRVW RU DW PDUNHW YDOXH� ZKLFKHYHU ZDV ORZHU� 

$V IRU XQWUDGHG VKDUHV� WKH\ ZHUH WR EH YDOXHG DW FRVW RQO\� ,Q $XJXVW ����� DQ (PLUL 'HFUHH ZDV LVVXHG RQ 

UHVWUXFWXULQJ WKH .XZDLW 6WRFN ([FKDQJH �.6(� WR IRUP DQ LQGHSHQGHQW ŬQDQFLDO LQVWLWXWLRQ KHDGHG E\ WKH 

Kuwaiti Minister of Commerce. 

The restructured KSE was tasked with regulating trading activities and registering brokers, as well as 

GHYHORSLQJ DQG VXSHUYLVLQJ WKH PDUNHW� $GGLWLRQDOO\� WKH .XZDLWL JRYHUQPHQW LVVXHG /DZ ��� RI ���� 

which stipulated the settlement of all debts based on spot prices on the day of contracting,   in addition to 

a maximum rate of 25% annually. This law reduced the debts of post-dated cheques and mitigated against 

insolvency and bankruptcy. The Law was followed by the issuance of legislation that managed to control the 

crisis and restore order to the market. Nevertheless, the losses were staggering on all levels. 

The Souk Al-Manakh market crisis had a minor effect on the Saudi economy. Its impact was limited to Saudis 

who invested in that market. However, this crisis served as a lesson to Saudi Arabia. To avoid a similar 

situation, the Saudi government responded quickly to institute measures to regulate stock trading in the 

Saudi market. 
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4.5. Prevalent Trading Practices 

The early days of joint-stock companies and stock trading which preceded the Saudisation of banks lasted 

XQWLO ����� 'XULQJ WKLV SHULRG�   VWRFN WUDGLQJ ŬUPV ZHUH JURZLQJ LQ QXPEHU� PDQ\ RI ZKLFK ZHUH RULJLQDOO\ UHDO 

HVWDWH DQG SXEOLF VHUYLFH ŬUPV� :KHQ WKHVH ŬUPV EHJDQ WUDGLQJ VWRFNV� HLWKHU WKURXJK SURSULHWDU\ WUDGLQJ 

or as brokers, the process of transferring share ownership took several months to complete. Moreover, many 

FLWL]HQV IDFHG GLIŬFXOWLHV LQ WUDGLQJ VWRFNV LQ WKH DEVHQFH RI IDLU SULFLQJ PHFKDQLVPV� ZKLFK UHVXOWHG LQ ODUJH 

price discrepancies. 

8QGHU WKHVH FRQGLWLRQV� VRPH VWRFN WUDGLQJ ŬUPV HQJDJHG LQ LOOHJDO DFWLYLWLHV� VXFK DV VHWWLQJ XQIDLU DQG 

unrealistic stock prices. The market lacked regulations and   fraudulent trading was prevalent. Additionally, 

LQYHVWRUV VWUXJJOHG WR DFFHVV DFFXUDWH LQIRUPDWLRQ DPLG VSHFXODWLRQ DQG UXPRXUV WKDW LQŭXHQFHG VWRFN 

SULFHV� (DFK VWRFN WUDGLQJ ŬUP RSHUDWHG LQGHSHQGHQWO\� OHDGLQJ WR SULFH GLVFULPLQDWLRQ DFURVV WKH FRXQWU\� 

These factors triggered a new dynamic that led to the introduction of regulatory measures and laid the 

foundation for a new phase in the development of the Saudi stock market a topic that will be discussed in the 

IROORZLQJ SDJHV� )LJXUH � KLJKOLJKWV NH\ GHYHORSPHQWV LQ WKH 6DXGL VWRFN PDUNHW EHWZHHQ ���� DQG ����� 

Phase One/ Part 1
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04 Key Milestones of the Saudi Stock Market (1916-1983). 
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Phase Two 
Part 2: Towards New Stock 
Market Regulations 

Chapter 5: Regulating Stock Trading 
Chapter 6: Technological Development in the 

Stock Market 
Chapter 7: Key Stock Market Milestones 
Chapter 8: Stock Market Regulations: A Critical 

Overview 
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Chapter 5: Regulating Stock Trading 

(OHFWULFLW\ DQG FHPHQW FRPSDQLHV ZHUH WKH EDFNERQH RI WKH HDUO\ 6DXGL VWRFN PDUNHW XQWLO WKH PLG�����V� 

:KHQ VKDUHV RI 6DXGL EDQNV ZHUH RIIHUHG LQ WKH VWRFN PDUNHW� WKH SXEOLF ZHUH HQFRXUDJHG WR LQYHVW� %XW 

unlike old investors, who were passive in their approach, new investors subscribed to shares to make quick 

SURŬWV E\ VHOOLQJ VKDUHV VKRUWO\ DIWHU SXUFKDVLQJ WKHP� $V D UHVXOW� WKH QXPEHU RI EDQN VKDUHKROGHUV LQ ���� 

GHFUHDVHG FRPSDUHG WR ����� L�H�� ŬYH \HDUV DIWHU WKH FRPSOHWLRQ RI WKH 6DXGLVDWLRQ LQLWLDWLYH� )RU H[DPSOH� 

VKDUHKROGHUV RI WKH 6DXGL $PHULFDQ %DQN GHFUHDVHG E\ PRUH WKDQ RQH�KDOI� IURP ������� LQ ���� WR ������ 

LQ ����� 7KH FDVH ZDV VLPLODU IRU RWKHU EDQNV RYHU WKH VDPH SHULRG� VKDUHKROGHUV RI WKH 6DXGL %ULWLVK %DQN� 

WKH 6DXGL &DLUR %DQN� DQG WKH $UDE 1DWLRQDO %DQN GURSSHG IURP ����� WR ������ IURP ����� WR ������ DQG 

IURP ������ WR ������ UHVSHFWLYHO\� 1RQHWKHOHVV� WKLV ZDV D QHZ PDUNHW SKDVH GXULQJ ZKLFK PDQ\ VHJPHQWV 

of society were learning about investing through subscription and trading. 

5.1. Primary Market Development 

'XULQJ WKH VHFRQG DQG WKLUG VWDWH GHYHORSPHQW SODQV ������������ VKDUHKROGHUV EHFDPH PRUH HQJDJHG 

in the Saudi stock market, leading to greater public participation. The government sought to stimulate the 

market by providing further support and becoming involved in forming joint-stock companies. Government 

institutions, such as the General Organization for Social Insurance (GOSI) and the Public Pension Agency 

(PPA), played a key role in this regard. 

6$%,&ńV VXEVFULSWLRQ FDPH DIWHU WKH 6DXGLVDWLRQ RI EDQNV� $QG KDYLQJ PDGH SURŬWV IURP VXEVFULELQJ WR 

banks shares, electricity, and cement companies, people were more aware of this type of investment. Daily 

WUDGLQJ YROXPHV LQFUHDVHG� DQG EURNHUDJH ŬUPV EHFDPH PRUH LQYROYHG� 7KHVH GHYHORSPHQWV JDYH ULVH WR DQ 

XQRIŬFLDO PDUNHW ZLWK WKH SRWHQWLDO WR FUHDWH D FULVLV VLPLODU WR WKDW RI 6RXN $O�0DQDNK LQ .XZDLW� 7KH 6DXGL 

JRYHUQPHQW GHHPHG LW QHFHVVDU\ WR UHJXODWH WKH XQRIŬFLDO PDUNHW E\ HQDFWLQJ DQG HQIRUFLQJ PXFK�QHHGHG 

laws and regulations.  
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5.2. Regulatory Development of the Stock Market 

In cooperation with SAMA and the Ministry of Commerce, the Ministry of Finance considered the best ways 

possible to establish a robust capital market. In pursuit of this goal, His Excellency Mr. Mohammed Abalkhail, 

then-Minister of Finance, sent a memorandum to King Fahd Bin Abdulaziz. He highlighted the importance 

of market regulations to protect the rights of investors in light of the growth of joint-stock companies 

DQG XQRIŬFLDO PDUNHW DFWLYLWLHV� $EDONKDLO DOVR UHIHUUHG WR VSHFXODWLRQV WKDW ZHUH WDNLQJ SODFH LQ 6RXN $O�

Manakh market in Kuwait and cautioned against a similar outcome. The memorandum included a proposal 

to limit brokerage activities to banks as well as to form a special committee to achieve intended objectives. 

Having read the memorandum, King Fahd gave his approval and commanded quick action.  

Shortly thereafter, a committee composed of Their Excellencies Abalkhail, Minister of Commerce Dr. Sulaiman 

Abdel-Aziz Alsleim, and SAMA’s Governor Mr. Hamad Saud Al-Sayyari, was formed to address the matter. 

,Q ����� WKH &RPPLWWHH VXEPLWWHG D UHSRUW ZKLFK UHFRPPHQGHG OLPLWLQJ VWRFN WUDGLQJ WR 6DXGL EDQNV DQG 

forming a committee by the Ministry of Finance, the Ministry of Commerce, and SAMA to introduce and 

supervise the enforcement of relevant regulations. 

2Q ��WK $SULO ����� 5R\DO 'HFUHH ������ �'RFXPHQW ��� UHJXODWHG VWRFN WUDGLQJ WKURXJK 6DXGL EDQNV 

VWDUWLQJ IURP ��UG 1RYHPEHU ����� WKXV SDYLQJ WKH ZD\ IRU D QHZ SKDVH RI VWRFN WUDGLQJ UHJXODWLRQ� 

Afterwards, SAMA issued executive rules to regulate trading through commercial banks.  

7KH ŬUVW VWRFN WUDGLQJ UHJXODWLRQ DLPHG WR HQG EURNHUDJH ŬUPV
 XQRIŬFLDO SUDFWLFHV E\ OLPLWLQJ WUDGLQJ WR 

commercial banks, which were obligated to have central and secondary trading units at their headquarters 

and branches across the country. Banks were also prevented from proprietary trading and were only allowed 

to trade on behalf of their clients. Additionally, banks were responsible for the registration and re-registration 

of shares.  The Standing Supervisory Committee set brokerage commission and fees for registering share 

FHUWLŬFDWHV FKDUJHG E\ EDQNV DW QR PRUH WKDQ �� RI WKH VKDUHVń PDUNHW YDOXH�  

The new regulation led to the formation of a trilateral Ministerial Committee composed of the Minister of 

Finance and National Economy, the Minister of Commerce, and SAMA’s Governor. Consequently, a trilateral 
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executive committee composed of ministerial undersecretaries was created to supervise stock trading 

practices. The new regulation entrusted SAMA’s Stock Control Department with the responsibility of following 

up on daily activities. Figure 5 illustrates the organisational structure of the Saudi stock market between 

���� DQG ����� 

5.2.1. Ministerial Committee 
)RUPHG LQ ����� WKH 0LQLVWHULDO 

Committee was tasked with 

overall market supervision 

and regulation by introducing 

relevant laws, controls, and 

policies. It also had the authority 

to decide on requests made 

by the Standing Supervisory 

Committee regarding stock 

trading suspensions exceeding 

one week, as well as other 

related matters. Members of the 

Ministerial Committee included 

Their Excellencies Mohammed 

Abalkhail, Minister of Finance 

and National Economy; Dr. 

Sulaiman Alsleim, Minister of 

Commerce; and Hamad Al-Siyari, 

Governor of SAMA. 
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05 Organisational structure of the Saudi Stock Market (1984-2003) 
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5.2.2. Standing Supervisory Committee (SSC) 
The Ministerial Committee established the Standing Supervisory Committee (SSC), which was composed of 

three ministerial representatives: His Excellency Jammaz Al-Suhaimi, Director-General of Banking Control 

DW 6$0$ DQG ODWHU 'HSXW\ *RYHUQRU RI 6$0$� &KDLUPDQ RI 66&� DQG ŬUVW &KDLUPDQ RI WKH &DSLWDO 0DUNHW 

Authority (CMA); Mr. Suliman Al-Mandeel from the Ministry of Finance and National Economy, who was later 

succeeded by Mr. Mansour Al-Maiman; and Mr. Munir Nawar Al-Otaibi from the Ministry of Commerce. SSC 

was entrusted with enforcing the Ministerial Committee’s resolutions and proposing ways to improve market 

HIŬFLHQF\� 4XDUWHUO\ UHSRUWV ZHUH VXEPLWWHG WR WKH 0LQLVWHULDO &RPPLWWHH DQG 66& PHHWLQJV ZHUH FRQYHQHG 

at SAMA’s headquarters with decisions constituting a two-thirds majority vote. 

SSC was entitled to obtain relevant information from banks and companies, suspend trading for no more than 

a week based on public interest, and suspend trading in the market pursuant to the Ministerial Committee’s 

approval. Instructions issued at the time included banning forward contracts and prohibiting the use of 

post-dated cheques, promissory notes, or trade bills as payments for purchased shares (lessons learned 

from the Souk Al-Manakh market crisis). As for banks, they were responsible for preventing any violation of 

these instructions. The enforcement of decisions happened gradually as supervisory entities drew on the 

experiences of developed countries and ensured investors’ needs were met without disrupting the market.  

7KH HDUOLHVW PDUNHW UHJXODWLRQV GDWH EDFN WR ����� +RZHYHU� VXSHUYLVLRQ ZDV QRW XS WR SDU� HVSHFLDOO\ RI 

EURNHUDJH ŬUPV� ZKR ZHUH VWLOO WUDGLQJ VKDUHV LQ D GLVRUJDQLVHG PDQQHU� $GGLWLRQDOO\� WKHVH ŬUPV ZHUH WKH 

only way through which investors were able to access market information related to supply and demand 

and daily prices. At the same time, selling one’s shares was a daunting task as shareholders usually had to 

ŬQG EX\HUV WKHPVHOYHV� 7KHUH ZHUH DOVR GHOD\V LQ PDLQWDLQLQJ DQG XSGDWLQJ FRPSDQ\ UHFRUGV� ZKLFK IRUFHG 

investors to wait for over 15 days to have their transactions settled. 

Other challenges were also at hand. Dividend distribution was problematic, primarily because of a lack of 

accurate, updated information, which resulted in stock registration and ownership issues. Additionally, 

dividends were received when an invitation was made to visit banks or upon submitting dividend coupons 

DWWDFKHG WR VKDUH FHUWLŬFDWHV �'RFXPHQW �� LV DQ H[DPSOH RI GLYLGHQG FRXSRQV�� 
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SSC soon realised the need for swift action and the importance of establishing an independent entity to be 

competent with the affairs of trading and traders and to be the core of the legislative and regulatory market 

entity. The above is fruited in the establishment of SAMA’s Stock Control Department. The Department 

played an executive role by implementing regulations and supervising market operations directly. It also had 

a role in proposing regulations and instructions for daily market activities. 

5.2.3. SAMA 
Under the new regulatory structure, trading was limited to Saudi banks under SAMA’s supervision. SAMA 

ZRUNHG WR SUHYHQW EURNHUDJH ŬUPV IURP HQJDJLQJ LQ VWRFN WUDGLQJ IURP ����� 7KH 0LQLVWHULDO &RPPLWWHH 

realised that banks were better able to carry out this task because they were directly supervised and 

monitored by the state through SAMA. Banks provided a regulated and reliable service to clients, and the 

banking network of 400 bank branches throughout Saudi Arabia meant that citizens had access to stock 

trading services. 

5.2.4 Stock Control Department 
The Stock Control Department was established by SSC to supervise day-to-day market activities, specify 

WUDGLQJ KRXUV IRU EDQN FHQWUDO XQLWV� DQG DQDO\VH GDLO\ WUDGLQJ RSHUDWLRQV� 7KH GHSDUWPHQW DOVR LGHQWLŬHG DQG 

published daily opening and closing prices, supervised the training of bank staff, and received stock transfer 

UHSRUWV IURP WUDGHG FRPSDQLHV� 7KH 6WRFN &RQWURO 'HSDUWPHQW QRWLŬHG EDQNV DQG FRPSDQLHV RI LQVWUXFWLRQV 

issued by the Ministerial Committee or SSC, received complaints, and published informative materials to raise 

public awareness concerning stock trading. 

5.2.5. Central Trading Units in Banks 
Following the Royal Order limiting brokerage services to banks, banks moved quickly to assume this new 

role. This period laid the cornerstone for market regulation. Each operating bank was obligated to dedicate a 

central trading unit at its headquarters or at its Riyadh-based branch. Central trading units received trading 

requests from branches and carried out trading operations with other banks. 

Competent Saudi personnel were trained and appointed for trading operations. Candidates to be employed in 

central trading units had to be endorsed by SAMA’s Stock Control Department.  As employees, traders were 
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subject to the internal controls of the banks. Banks acting as brokers ensured that trading activities were 

compliant with relevant laws and regulations. Bank-employed traders were prohibited from trading for their 

SHUVRQDO EHQHŬW RU RQ EHKDOI RI D ŬUVW�GHJUHH UHODWLYH� 

There were a total of twelve central trading units operated by Saudi banks. The units processed branch 

orders and sent remittances. As for bank branches, they managed stock trading by receiving purchase orders 

DQG DGYDQFH SD\PHQWV� WUDQVIHUULQJ IXQGV ZLWKLQ WZR GD\V RI VDOH� DQG WUDQVIHUULQJ QHZ VWRFN FHUWLŬFDWHV WR 

buyers within two weeks of purchase. 

To facilitate trading and process same-day orders banks used telephones and fax machines to communicate 

EHWZHHQ EUDQFKHV DQG FHQWUDO WUDGLQJ XQLWV� %DQNV ZHUH DOVR UHTXLUHG WR VHQG VWRFN RZQHUVKLS FHUWLŬFDWHV 

along with market orders, thus allowing central trading unit brokers to match them with those received from 

other central and secondary units. 

5.2.6. Trading Mechanisms 
Regulatory rules for stock trading via Saudi banks set out the basic lines to the sequence of procedures of 

brokerage in stock trading. First, a client or their legal agent would submit an order form (consisting of an 

original and a copy) containing all relevant data, such as personal information, number of stocks to be bought 

or sold, ask and bid prices, as well as an authorisation allowing the bank to process the order. 

   A branch broker would receive an order, validate it, and fax a copy to the bank’s central trading unit on the 

same day. After that, central trading unit brokers would match orders with those received from branches or 

from other central units of other banks in the clearing house. Once matching was complete, central trading 

XQLW EURNHUV ZRXOG GUDIW WUDGH IRUPV DQG EUDQFKHV ZRXOG ODWHU VHQG VKDUH FHUWLŬFDWHV WR EX\HUV DIWHU 

transferring ownership on their behalf. 

Regulations also determined the conditions for pricing and supply and demand. Clients were allowed to set 

their own prices and were able to delegate the bank to trade according to the best available price. Moreover, 

central trading units were banned from trading any shares for prices other than those determined by clients. 
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Central trading units were initially not allowed to buy or sell more than 10,000 shares of a company for a 

VLQJOH FOLHQW DW RQFH DQG RQ WKH VDPH GD\� +RZHYHU� WKLV OLPLWDWLRQ ZDV OLIWHG RQ �WK 2FWREHU ���� SXUVXDQW 

to a decision made by SSC and circulated by SAMA. 

7KH IROORZLQJ )LJXUH � LOOXVWUDWHV WKH WUDGLQJ SURFHVV WKDW WRRN SODFH WKURXJK 6DXGL EDQNV�

06 The Operational flow of the trading process
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5.2.7. Saudi Shares Registration Company 
Market regulators were faced with challenges relating to ownership transfers and a lack of records. Joint-

VWRFN FRPSDQLHV LVVXHG GRFXPHQWV LQ WKH IRUP RI RZQHUVKLS FHUWLŬFDWHV� ZKLFK ZHUH ERXJKW E\ VKDUHKROGHUV 

YLD EURNHUDJH ŬUPV� 7KHUH ZHUH YDULRXV W\SHV RI FHUWLŬFDWHV� DQG VRPH RI WKHP ZHUH EHDUHU� L�H�� EDVHG RQ 

possession, which meant anyone holding them had a claim to them. Numbered coupons (see Document 30) 

ZHUH DOVR SUHYDOHQW DV FRPSDQLHV DQQRXQFHG GLYLGHQGV IRU VSHFLŬF FRXSRQV� WKHVH ZHUH GLVSRVHG RI DV 

VRRQ DV WKHLU KROGHUV KDG FROOHFWHG WKHLU SD\PHQWV� KHQFH ULVNLQJ WKH ULJKWV RI FRXSRQ KROGHUV LI FHUWLŬFDWHV 

ZHUH VROG EHIRUH GLVWULEXWLQJ GLYLGHQGV� :KDW PDGH PDWWHUV ZRUVH ZDV WKH ODFN RI UHFRUGV� ZKLFK FDXVHG 

RZQHUVKLS WUDQVIHU SUREOHPV DV VKDUHV ZHUH VLPSO\ VROG WKURXJK EURNHUDJH ŬUPV ZKR IDLOHG WR NHHS UHFRUGV 

of the transaction. There were even cases where companies were unaware that ownership of some of their 

shares had been transferred. 

Ownership and partnership were prevalent concepts among founders of joint-stock companies. General 

assemblies were limited to founders with minimal regulatory oversight. The manual processing of orders 

and the requirement to be physically present at the respective company were also problematic and time-

consuming. Regulators under the new regulatory framework faced a number of challenges in this regard.  

All these factors created a strong impetus for the creation of the Saudi Shares Registration Company (SSRC), 

ZKLFK ZDV UHVSRQVLEOH IRU RZQHUVKLS WUDQVIHUV� UHFRUGNHHSLQJ� DQG VHWWOHPHQW� 665& ZDV IRXQGHG LQ ���� 

as a joint effort by all Saudi banks with the exception of Alrajhi bank. Each bank contributed SAR 1 million, 

OHDGLQJ WR WRWDO FRPSDQ\ FDSLWDO RI 6$5 �� PLOOLRQ� 7KH FRPSDQ\ńV VWDWXWH VWLSXODWHG LWV GLUHFW DIŬOLDWLRQ ZLWK 

SAMA and highlighted its main responsibilities, such as managing corporate records, distributing dividends 

on behalf of joint-stock companies, matching and balancing orders received from banks, settling transactions, 

and bookkeeping. However, dealing with SSRC was optional for joint-stock companies. 

SSRC’s board of directors were comprised of representatives of the founding banks. Despite lacking a directive 

from the government requiring companies to transfer their records to SSRC, SSRC management team attracted 

corporations by offering effective, low-cost services. However, this approach proved inadequate as SSRC’s 

FDSLWDO VWDUWHG GLPLQLVKLQJ DIWHU IDLOLQJ WR JHQHUDWH VXIŬFLHQW UHYHQXHV IURP LWV VHUYLFHV� 7R DGGUHVV WKH 

situation, SAMA acquired SSRC to invest in it. SSRC operated until 2007 when its functions were transferred 
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to the capital market, following its inception in the Second Phase.  

The new regulatory framework and operational improvements breathed new life into the capital market. 

The Ministry of Commerce supervised the primary market, including subscriptions, while SAMA oversaw 

secondary-market trading. Moreover, SSRC facilitated and centralised registration for joint-stock companies 

and handled settlements and clearing. The operating banks established large branch units similar to the 

central units based in Riyadh. As a result, traders were attracted to the banks as a better trading experience 

was provided. 

5.3. Central Trading Hall 

The newly formed Ministerial and Standing Supervisory Committees considered adopting the traditional 

stock exchange model of a central trading hall as the ideal solution for many trading issues, such as price 

discovery. This problem, among others, led to subdued liquidity in the market. To achieve centralisation, the 

&HQWUDO 7UDGLQJ +DOO �&7+� ZDV HVWDEOLVKHG� &7+ ZDV WKH ŬUVW DWWHPSW WR FUHDWH D UHJXODWHG PDUNHW ZKHUH 

bank representatives would gather during certain hours to match orders and process transactions according 

WR VSHFLŬF UXOHV DQG SURFHGXUHV� 2Q 0RQGD\� ��WK 0D\ ����� &7+ FRPPHQFHG RSHUDWLRQV� DQG WKH 0LQLVWHULDO 

Committee issued a circular instructing banks and corporations to limit all stock trading operations to CTH. 

7KH KDOO ZDV ORFDWHG RQ WKH JURXQG ŭRRU RI WKH ,QGXVWULDO 'HYHORSPHQW )XQG EXLOGLQJ RQ .LQJ $EGXOD]L] 

Street in Riyadh. SAMA’s Stock Control Department managed CTH and implemented the Standing Supervisory 

Committee’s instructions. Document 38 is the Ministerial Committee’s minutes of the meeting on CTH. 
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'RFXPHQW �� LV D OHWWHU IURP WKH 'LUHFWRU�*HQHUDO RI %DQNLQJ &RQWURO WR D 6DXGL EDQN RQ FRPPHQFLQJ ZRUN 

at CTH.
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39 A Letter from the Director-General of Banking Control on Commencing Work at CTH. 

Document 40 shows the circular sent by the Director-General of Banking Control to all joint-stock companies 

RQ DGRSWLQJ WKH VLJQDWXUHV RI &7+ RIŬFLDOV� ,QVWUXFWLRQV VWLSXODWHG WKDW EDQN EURNHUV PXVW JDWKHU GDLO\ DW 

CTH during certain hours to process orders through open call auction. There were four main sets of CTH 
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regulatory instructions dedicated to joint-stock companies, brokers, management, and post-trade processing. 

These will be further discussed in the following pages.

40 The Circular of the Director-General of Banking Control on Adopting the Signatures of CTH Officials. 

Chapter 5 | Regulating Stock Trading 

Phase Two / Part 2



��

Market Story

Documentation of the Saudi Capital Market History

5.3.1. Joint-stock Companies 
7KH ŬUVW VHW RI LQVWUXFWLRQV LV DERXW MRLQW�VWRFN FRPSDQLHV� 7UDGLQJ DFWLYLWLHV DW &7+ ZHUH OLPLWHG WR 6DXGL�

owned joint-stock companies and foreign capital companies, provided that the latter’s stock ownership was 

not transferred to foreigners. The instructions also obliged joint-stock companies to cease stock ownership 

transfer and registration, thus limiting these activities to CTH. The only exceptions were the transfer of 

ownership as inheritance or between spouses. 

Additionally, companies were instructed to reject all documents that were not stamped by CTH and to give 

CTH access to shareholder records. For   stock ownership and transfer contracts and documents requests, 

FRPSDQLHV KDG WR ŬQDOLVH VXFK WUDQVDFWLRQV ZLWKLQ D ZHHN� 7R FRPSO\ ZLWK WKLV LQVWUXFWLRQ DQG IDFLOLWDWH 

41 A Circular of the Ministry of Commerce to Joint-stock Companies regarding CTH-related 
Instructions. 

ownership transfers, joint-stock 

companies resorted to opening 

UHSUHVHQWDWLYH RIŬFHV LQ 5L\DGK� 

appointing agents, or delegating SSRC 

to act on their behalf. Document 41 is 

the Ministry of Commerce’s circular to 

joint-stock companies regarding CTH. 

5.3.2. Brokers (Banks) 
Bank brokers were the second 

market element addressed by SAMA’s 

instructions. As discussed earlier, banks 

were obligated to dedicate central 

trading units at their headquarters 

RU DW WKHLU 5L\DGK�EDVHG RIŬFHV WR 

receive branch requests. Moreover, a 

bank’s central trading unit had to have 

two competent brokers—authorised 

and licensed by SAMA—to perform 

stock trading transactions at CTH. 

Central trading unit personnel were 
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subject to each bank’s administration, which 

was accountable for the brokers’ actions. 

Brokers had to be Saudi citizens, and one of 

them had to be at least 25 years old. Both 

of them had to be high school graduates or 

REWDLQ DQ HTXLYDOHQW TXDOLŬFDWLRQ� &HQWUDO 

trading units maintained their records as per 

the Stock Control Department’s accounting 

standards, which were to be observed along 

with other regulations issued by supervisory 

entities. Additionally, all transactions were 

WR EH FDUULHG RXW DW &7+ DQG ZLWKLQ RIŬFLDO 

trading hours. Traded shares had to be free 

of statutory restrictions and violations and 

central trading units were banned completely 

from accepting bills of exchange, post-dated 

cheques, or promissory notes as payments for 

shares.  

Trades executed at CTH were subject to 

commissions of no more than 1% of the 

shares’ market value and no less than SAR 10, 

as per SSC. After founding CTH, commissions 

were paid by both buyers and sellers instead 

of the former only. 

   $W ŬUVW� EDQNV ZHUH KHVLWDQW WR DGRSW WKHVH 

new measures, and continued to trade as 

they had done previously, leading to very low 

trading volumes at CTH. For example, during 
42 A Report on Trading Volumes at CTH One Week after Inception. 
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&7+ńV ŬUVW GD\ LQ RSHUDWLRQ� ZKLFK ZDV RQ ��WK 0D\ ����� RQO\ WKUHH WUDQVDFWLRQV ZRUWK 6$5 ����� ZHUH 

PDGH IRU �� VKDUHV RI WKUHH OLVWHG FRPSDQLHV� 7KH IROORZLQJ GD\� RQO\ ŬYH WUDQVDFWLRQV ZRUWK 6$5 ������ 

ZHUH PDGH IRU ��� VKDUHV RI WZR OLVWHG FRPSDQLHV� 7KHVH ŬJXUHV GLG QRW UHŭHFW WKH DFWXDO VL]H RI WKH 6DXGL 

market, nor did they correspond to trading volumes processed by banks before CTH’s inception. To address 

the situation, SSC obliged banks to settle their transactions at CTH as a requirement for completing trading 

procedures.  

+RZHYHU� RQH ZHHN ODWHU� RQ ��WK 0D\ ����� WUDGLQJ DW &7+ UHPDLQHG ORZ� DV RQO\ �� WUDQVDFWLRQV ZLWK D 

YDOXH RI 6$5 ��������� ZHUH H[HFXWHG� UHSUHVHQWLQJ ������ VKDUHV RI �� OLVWHG FRPSDQLHV� 7KLV PDGH 66& 

address banks once again by directing them to adhere to instructions and asking them to re-settle all trading 

transactions that took place outside of CTH. Document 42 is a report on trading volumes in CTH one week 

after its inception. 

5.3.3. The Management 
The third set of CTH instructions was directed at the Stock Control Department, which was in charge of 

trading, clearing, and settlement procedures. SSC determined the rules for operation of CTH and assigned 

6$0$ńV 6WRFN &RQWURO 'HSDUWPHQW WR RYHUVHH GDLO\ WUDQVDFWLRQV DW WKH KDOO DQG IRUP D FRPPLWWHH RI ŬYH 

PHPEHUV� D &7+ RIŬFHU DQG DQ DVVLVWDQW �ERWK DIŬOLDWHG ZLWK 6$0$�� D UHSUHVHQWDWLYH RI WKH 0LQLVWU\ RI 

Finance, a representative of the Ministry of Commerce, and a representative of bank brokers to be elected 

periodically. CTH operations were set to begin every day at 10 a.m., except for Thursdays and Fridays, after 

all bank representatives had arrived and recorded their attendance. 

7KH &7+ RIŬFHU ZRXOG ŬUVW FDOO RXW FRPSDQ\ QDPHV E\ VHFWRU LQ DOSKDEHWLFDO RUGHU ZKLOH D UHJLVWUDU UHFRUGHG 

companies’ closing prices on a board. After that, bank representatives would submit their orders, which the 

registrar recorded by highlighting the bank broker’s name, quantity, and bid price. Priority was given to the 

KLJKHVW ELG DQG ORZHVW DVN� 2QFH RUGHUV PDWFKHG� 7KH &7+ RIŬFHU ZRXOG GHFODUH WKH WUDQVDFWLRQ FRPSOHWH E\ 

ringing a bell. The process would then be repeated for remaining companies. After the transaction was made, 

two brokers (representing the buyer and seller) would sign a CTH contract outlining the number of shares 

and their price. The CTH contract was the main document used to determine prices and complete clearing 

and settlement procedures. At the end of the trading session, CTH would issue a daily bulletin summarising 

trading transactions and prices, which was published in newspapers and broadcast on radio and television.  
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5.3.4. Post-Trade 
The last set of CTH-related instructions were meant to address post-trade procedures: clearing, settlement, 

and share ownership registration. According to CTH rules, these procedures were supposed to be settled 

within two business days of signing The CTH contract. A seller’s broker was obligated to submit share 

FHUWLŬFDWHV RU QRWLFHV DQG RWKHU UHOHYDQW GRFXPHQWV WR &7+ńV 6HWWOHPHQW 'LYLVLRQ� ZKLOH D EX\HUńV EURNHU 

was obligated to sign a statement of the amount to be paid on settlement day. After signing all CTH contract 

documents, a committee member would timestamp the contract and record its contents on a computer 

so that banks would receive a full report of the brokers’ transactions. After this, the Settlement Division 

would endorse the transaction by signing the brokers’ SAMA-issued account statements. On the third or 

fourth day of the transaction, an employee would issue tradable ownership receipts in the client’s name. 

Lastly, the Saudi Shares Registration Company would complete stock ownership transfers and send copies 

of the transfer and registration documents to joint-stock companies’ shareholder divisions. The issuance of 

RZQHUVKLS UHFHLSWV LQ WKH QDPH RI QHZ EX\HUV KDSSHQHG IRU WKH ŬUVW WLPH DW &7+� DQG WKRVH UHFHLSWV ZHUH 

prohibited from being traded outside the hall. 

The process of share ownership transfers at CTH is highlighted in Figure 7. 

07 The Process of Share Ownership Transfers at CTH. 
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CTH was short-lived as the hall was operated for one week only, and the system of central trading units 

was restored. Those who witnessed the days of CTH attributed its discontinuation to several factors, 

namely: lack of trading competence and high transaction costs, especially given the country’s large territory 

and dispersed population centres; the international trend toward adopting automated trading systems; 

compatibility of banking payments systems and those used for the settlement of stock trading; and the 

DPELJXLW\ VXUURXQGLQJ WKH FRPSOLDQFH RI VRPH ŬQDQFLDO WUDQVDFWLRQV ZLWK ,VODPLF SULQFLSOHV� 

5.4. Development of Settlement and Clearing 

)URQW RIŬFH UHIHUV WR LQWHUDFWLRQV ZLWK WKH PDUNHW DQG WUDGLQJ DFWLYLWLHV�  7KH EDFN RIŬFH UHIHUV WR SRVW�WUDGH� 

FOHDULQJ� DQG VHWWOHPHQW�  :LWKLQ WKH 6DXGL PDUNHW� SRVW�WUDGH SURFHGXUHV IRU FOHDULQJ DQG VHWWOHPHQW XVXDOO\ 

WRRN EHWZHHQ RQH WR WKUHH ZHHNV WR FRPSOHWH� LPSRVLQJ JUHDW GLIŬFXOWLHV RQ LQYHVWRUV�  7KH 0LQLVWHULDO 

&RPPLWWHH KDG WR ŬQG VROXWLRQV WR DFFHOHUDWH WKLV V\VWHP� 7R IXUWKHU GHYHORS FULWLFDO PDUNHW RSHUDWLRQV DQG 

maintain stability, the Committee conducted in-depth studies to identify obstacles related to the post-trade 

processes.  

7KH 0LQLVWHULDO &RPPLWWHH DQG 66& GHFLGHG WR GHYHORS EDFN�RIŬFH SURFHGXUHV ZLWK WKH DLP RI DYRLGLQJ DQ\ 

SRWHQWLDO FRQŭLFWV ZLWK EURNHUDJH ŬUPV�  5HSUHVHQWDWLYHV RI EURNHUDJH ŬUPV GHOLYHUHG RII�PDUNHW WUDGHV WR 

WKH EDFN RIŬFHV RI EDQNV� DQG WKHVH ZHUH VXEPLWWHG WR FHQWUDO WUDGLQJ XQLWV WR EH VWDPSHG DQG IRUZDUGHG WR 

SAMA to transfer and document the change in ownership, before sending orders back to the central trading 

XQLWV� 7KLV SURFHVV ZDV IUHH RI FKDUJH DQG WRRN WZR WR WKUHH GD\V WR FRPSOHWH� (YHQWXDOO\� EURNHUDJH ŬUPV 

ZRXOG UHFHLYH WKH QHZ VKDUH FHUWLŬFDWHV RU QRWLFHV DQG JLYH WKHVH WR LQYHVWRUV� 

The formation of SSRC and its continuous efforts to sign agreements with joint-stock companies to manage 

shareholder registers continued. This led to SAMA’s Stock Control and Banking Technology departments 

VHHNLQJ WR GHŬQH WHFKQLFDO UHTXLUHPHQWV UHTXLUHG IRU WKH GHYHORSPHQW RI DQ DXWRPDWHG V\VWHP WR SHUIRUP 

accounting, clearing, and settlement operations. 

6$0$ FRQWUDFWHG D FRPSDQ\ LQ ���� WR GHYHORS D V\VWHP� ZKLFK ZDV PHDQW WR VHWWOH WUDQVDFWLRQV DQG 

Chapter 5 | Regulating Stock Trading 

Phase Two / Part 2



��

Market Story

Documentation of the Saudi Capital Market History

maintain, manage, and update corporate and individual records. 

,Q WKH VDPH \HDU� RQ ��WK 2FWREHU ����� WKH %ODFN 0RQGD\ FULVLV WRRN LQWHUQDWLRQDO FDSLWDO PDUNHWV E\ 

VXUSULVH� 7KH FULVLV KLW WKH +RQJ .RQJ 6WRFN ([FKDQJH ŬUVW DQG TXLFNO\ VSUHDG WR (XURSHDQ VWRFN H[FKDQJHV� 

OHDGLQJ WR GLVDVWURXV RXWFRPHV RQ :DOO 6WUHHW DV WKH 'RZ -RQHV ,QGXVWULDO $YHUDJH IHOO ��� SRLQWV �D ��� 

drop in market value) in a single day. Inevitably, the crisis had a far-reaching effect on other US economic 

sectors.  

Despite having limited impact on Saudi investments in the US, the Black Monday crisis had a positive effect on 

the Saudi market, pushing Saudi investors to repatriate their investments. Consequently, trading volumes in 

the Saudi capital market grew remarkably in the two years to follow; from 10,833 transactions representing 

ŬYH PLOOLRQ VKDUHV ZLWK D PDUNHW YDOXH RI 6$5 ��� PLOOLRQ LQ ���� WR D WRWDO RI ������ WUDQVDFWLRQV 

UHSUHVHQWLQJ �� PLOOLRQ VKDUHV YDOXHG DW 6$5 ���� ELOOLRQ LQ ����� ,Q ����� WKH WRWDO QXPEHU RI WUDQVDFWLRQV 

further increased to 42,000 for 15 million shares with a value of SAR 2.03 billion. 

$XWKRULWLHV UHPDLQHG IRFXVHG RQ GHYHORSLQJ DQ DXWRPDWHG EDFN�RIŬFH V\VWHP� $XWRPDWHG FOHDULQJ DQG 

VHWWOHPHQW EHFDPH WKH ŬUVW V\VWHP RI LWV W\SH WR EH LPSOHPHQWHG LQ WKH KLVWRU\ RI WKH 6DXGL FDSLWDO PDUNHW� 

7KLV DGYDQFHG SURFHVV KHOSHG WR VWDQGDUGLVH EDFN�RIŬFH SURFHGXUHV� 665& ZDV DVVLJQHG WKH UHVSRQVLELOLW\ 

of managing the system’s two critical functions: 1) clearing and settlement, which handled aspects of 

PDLQWDLQLQJ UHFRUGV� UHFRUGLQJ WUDQVDFWLRQV� DQG UHŭHFWLQJ FDVK VHWWOHPHQWV DQG EDODQFHV RQ EDQNVń 

statements; and 2) corporate recordkeeping, which facilitated the acceleration of transactional procedures 

and record updates. 

:KHQ WKH V\VWHP ZDV ŬUVW LQWURGXFHG� VRPH FRPSDQLHV ZHUH KHVLWDQW WR VKDUH RU WUDQVIHU WKHLU VKDUHKROGHU 

registers to SSRC, which was initially only managing a small number of company shareholder registers. 

However, investors quickly realised the time-saving aspect of the system as they were able to settle and 

FOHDU WKHLU RUGHUV PRUH HIŬFLHQWO\ WKURXJK 665&� 7KHUHIRUH� VLQFH LW WRRN PXFK ORQJHU WR SURFHVV WUDQVDFWLRQV 

and transfers through joint-stock companies, shareholders pushed for companies to transfer their share 

registers to SSRC. As a result, many companies signed agreements with SSRC. Documents 43 to 45 are 

H[DPSOHV RI VWRFN FHUWLŬFDWHV RI MRLQW�VWRFN FRPSDQLHV EHWZHHQ ���� DQG �����  
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43 A Stock Certificate Issued in 1998. 
44 A Stock Certificate Issued in 1998. 

45 A Stock Certificate Issued in 2000. 
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5.5. Ownership Notice 

7KH ŬUVW VWHSV WRZDUGV GHPDWHULDOLVDWLRQ� L�H�� VXEVWLWXWLQJ FHUWLŬFDWHV E\ ERRN�HQWULHV ZLWK WKH LVVXDQFH 

RI ņRZQHUVKLS UHFHLSWVŇ� WRRN SODFH LQ �����  7KLV SURYHG WR EH D VXFFHVVIXO HQGHDYRXU DV LW IDFLOLWDWHG 

trading and ownership transfers within a short time period.  Ownership receipts were tradable, representing 

ownership, and were issued by SSRC on behalf of joint-stock companies. These documents were printed at 

banks for investors. An ownership receipt had the same features of equity, such as voting rights in general 

assemblies, dividend rights, and distribution-in-kind, and could, if the owner preferred, be converted to a 

FHUWLŬFDWH� 

7R LQFUHDVH WKH XVH RI RZQHUVKLS UHFHLSWV� 6$0$ GLIIHUHQWLDWHG VHWWOHPHQWV EHWZHHQ QRWLFHV DQG FHUWLŬFDWHV 

E\ LQWURGXFLQJ D 7�� VHWWOHPHQW GDWH IRU QRWLFHV DQG D 7�� GDWH IRU FHUWLŬFDWHV �WKH ņ7Ň VWDQGV IRU WUDQVDFWLRQ 

date and the numbers indicate how many days after the transaction the settlement occurs).  

7KH GLVWLQFWLRQ EHWZHHQ WKH WZR IRUPV RI RZQHUVKLS ZDV QHFHVVDU\� &HUWLŬFDWHV ZHUH VXEPLWWHG WR 665& WR 

be converted into computerised notices to enable their holders to trade. The clearing and settlement system 

FRQWLQXHG WR SURFHVV FHUWLŬFDWHV DQG QRWLFHV XQWLO 6$0$ FHDVHG GHDOLQJ LQ WKH IRUPHU LQ ���� DQG REOLJHG 

investors to convert them into notices before trading. At the same time, SSRC continued to perform executive 

WUDQVIHU DQG FHUWLŬFDWH LVVXDQFH RSHUDWLRQV� $QRWKHU UHDVRQ IRU FRQYHUWLQJ FHUWLŬFDWHV LQWR QRWLFHV LV WKDW 

WKH DGRSWLRQ RI ERWK DW WKH WLPH UHVXOWHG LQ VKRUW�VHOOLQJ SUDFWLFHV� DV VRPH SHRSOH VROG FHUWLŬFDWHV ZLWKRXW 

owning them. For these reasons, ownership receipts were adopted as the sole basis for trading. 

'RFXPHQW �� LV D OHWWHU IURP WKH 'LUHFWRU�*HQHUDO RI WKH 6WRFN &RQWURO 'HSDUWPHQW WR D MRLQW�VWRFN FRPSDQ\ 

on adopting ownership notice instructions. 
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46 A Letter from the Director-General of the Stock Control Department on Adopting Ownership Notice Instruc-
tions. 

'RFXPHQWV �� DQG �� DUH RZQHUVKLS UHFHLSWV LVVXHG E\ WKH 6DXGL $PHULFDQ %DQN ������ DQG %DQN $O�-D]LUD 

������� 
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7KH LQWURGXFWLRQ RI RZQHUVKLS UHFHLSWV ZDV WUDQVIRUPDWLYH IRU WKH 6DXGL FDSLWDO PDUNHW�  :LWK WKH GHYHORSPHQW 

of the electronic trading system, the use of ownership receipts allowed paperless, instantaneous settlement 

and clearing of transactions. The settlement and clearing system operated in isolation from the trading 

V\VWHP XQWLO ����� ZKHQ 6$0$ LPSOHPHQWHG D FORVHO\ FRXSOHG SURFHVV� SURYLGLQJ IRU DGGLWLRQDO VHUYLFHV DQG 

accelerating clearing and settlement operations.

47 48An Ownership Notice Issued by the Saudi American Bank in 1991. An Ownership Notice Issued by Bank Al-Jazira in 1992. 
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49 The Approval of Rules Regulating the Investment Funds of Local 
Banks. 

5.6. Investment Funds 

Investment funds managed by Saudi banks offered an alternative investment channel to investors, including 

those with limited resources and those who preferred to have their investments managed by a professional 

IXQG PDQDJHU�  7KH 6DXGL IXQGV LQGXVWU\ XQGHUZHQW PDMRU GHYHORSPHQWV EHWZHHQ WKH ����V DQG HDUO\ 

����V IROORZLQJ DQ LQFUHDVH LQ SULYDWH�VHFWRU VDYLQJV DV ZHOO DV LQFUHDVLQJ SXEOLF DZDUHQHVV RI WKH EHQHŬWV 

RI IXQGV� 7KH 6DXGL 1DWLRQDO %DQNńV 86 7UDGH )XQG� D 86 GROODU VKRUW�WHUP IXQG IRXQGHG LQ ����� ZDV WKH 

ŬUVW RI LWV W\SH LQ WKH .LQJGRP RI 6DXGL $UDELD�  

Individual investment dominated the early days of the stock market, and continued during the period of 

UHJXODWLRQ XQGHU WKH 0LQLVWHULDO DQG 6WDQGLQJ 6XSHUYLVRU\ &RPPLWWHHV XS XQWLO WKH HDUO\ ����V� $V ZLWK 

RWKHU PDUNHWV� WKH 6DXGL PDUNHW ZDV JUHDWO\ LQŭXHQFHGłQHJDWLYHO\ DQG SRVLWLYHO\łE\ HFRQRPLF DQG SROLWLFDO 

HYHQWV�  7KHVH LQŭXHQFHV ZHUH H[DJJHUDWHG E\ 

the dominance of individual investors.  Steps were 

taken to promote institutional investing which 

would accommodate the increased savings and 

appetite for investment resulting from initial public 

offerings. 

6WDUWLQJ LQ ����� DQG LQ OLJKW RI LQWHUQDWLRQDO 

economic developments, banks began addressing 

the need of investors for new investment channels 

by creating local stock funds. Given the public’s 

increasing demand for these funds, and to 

attract local capital and offer various investment 

opportunities, His Excellency the Minister of 

Finance and National Economy issued, on 17th 

-DQXDU\ ����� 5HVROXWLRQ 1R� ���� �'RFXPHQW 

��� DSSURYLQJ UXOHV UHJXODWLQJ LQYHVWPHQW IXQGV RI 

local banks.  
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5HJXODWRU\ UXOHV IRU LQYHVWPHQW IXQGV ZHUH LQWURGXFHG WR SURWHFW LQYHVWRUV� HQVXUH WKDW EDQNV ZHUH TXDOLŬHG 

DQG KDG VXIŬFLHQW FDSLWDO OHYHOV WR PDQDJH WKRVH IXQGV� DQG WR IXUWKHU GHYHORS VXSHUYLVLRQ VWDQGDUGV� 7KH 

UXOHV GHŬQHG DQ LQYHVWPHQW IXQG DV ņD MRLQW LQYHVWPHQW VFKHPH LQLWLDWHG DQG PDQDJHG E\ D ORFDO EDQN LQ 

H[FKDQJH IRU D VSHFLŬHG IHH SXUVXDQW WR WKH SULRU DSSURYDO RI WKH 6DXGL $UDELDQ 0RQHWDU\ $JHQF\ ZLWK 

DQ DLP WR DOORZ LQYHVWRUV WR SDUWLFLSDWH LQ DQG EHQHŬW IURP WKH VFKHPH FROOHFWLYHO\�Ň 0RUHRYHU� WKH UXOHV 

outlined the banks’ fund management responsibilities, including custody, marketing, and governance. Banks 

ZHUH DOVR DOORZHG WR GHOHJDWH WKH FXVWRG\ RI ORFDO DQG IRUHLJQ IXQG DVVHWV WR FHUWDLQ ŬQDQFLDO LQVWLWXWLRQV� 

As for SAMA, its role was to supervise investment fund activities. Furthermore, pre-existing funds were 

allowed to continue their operations and all banks were obliged to adhere to the newly introduced rules 

within a month of their issuance. Banks that wished to create new funds had to obtain the approval of SAMA. 

Saudis and non-Saudis, whether natural or legal persons, were allowed to subscribe to banks’ investment 

funds, except for those dedicated to Saudi citizens only.  

Funds were also allowed to invest no more than 10% of their net asset value in another fund, so long as the 

investment did not exceed 15% of the target fund’s net asset value. A fund was not entitled to own or invest 

in more than 1% of a listed joint-stock company’s capital. Additionally, investment risks associated with 

related parties had to be less than 15% of a fund’s net asset value, and fund investments in an individual 

issued share or bond had to be less than 10% of net asset value. 

There are two types of investment funds: open-end and closed-end funds. Open-end funds have variable 

assets under management. Investors may subscribe (buy units from the fund manager) and redeem (sell 

units to the fund manager) periodically.  The value of the fund increases or decreases in relation to the 

XQGHUO\LQJ DVVHWV WKH IXQG KDV LQYHVWHG LQ�  &ORVHG�HQG IXQGV KDYH D UHODWLYHO\ Ŭ[HG QXPEHU RI XQLWV DIWHU DQ 

initial offering.  The rules allowed the creation of new types of investment funds based on SAMA’s approval, 

and funds were permitted to have ownership of traded company shares. Document 50 is an ownership notice 

SURYLQJ D IXQGńV VWDNH LQ 7DEXN $JULFXOWXUDO 'HYHORSPHQW &RPSDQ\� LVVXHG E\ 665& LQ ����� 
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50 A Fund’s Ownership Notice Proving Stake in Tabuk Agricultural Development Company.  

���� WR ���� ZDV D SHULRG RI VWHDG\ JURZWK LQ LQYHVWPHQW IXQGV SURYLGHG E\ 6DXGL EDQNV� ,Q ����� WKHUH 

ZHUH �� IXQGV ZLWK ������ VXEVFULEHUV DQG D WRWDO QHW DVVHW YDOXH RI 6$5 ���� ELOOLRQ� %\ WKH HQG RI ����� 

WKHUH ZHUH ��� LQYHVWPHQW IXQGV ZLWK ������� VXEVFULEHUV DQG D WRWDO QHW DVVHW YDOXH RI 6$5 ����� ELOOLRQ 

�DV VKRZQ LQ )LJXUHV �� � DQG �� EHORZ��  
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The gradual opening up of the Saudi stock market to foreign investment occurred through SAMA-approved 

LQYHVWPHQW IXQGV WKDW ZHUH RIIHUHG DQG PDQDJHG E\ 6DXGL EDQNV� ,Q $XJXVW ����� WKH 6DXGL ,QYHVWPHQW 

)XQG �6,)� ZDV WKH ŬUVW 6DXGL FORVHG�HQG IXQG WR EH OLVWHG RQ WKH /RQGRQ 6WRFN ([FKDQJH� 6,) HQDEOHG QRQ�

Saudis to obtain exposure to the Saudi stock market. The fund raised USD 250 million, which at the time was 

WKH ODUJHVW FORVHG�HQG VLQJOH FRXQWU\ IXQG HYHU ODXQFKHG� ,Q ����� IRUHLJQ UHVLGHQWV DQG QRQ�UHVLGHQWV ZHUH 

allowed to invest in all local equity funds managed by Saudi banks. 
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Chapter 6: Technological Development in the 
Stock Market

7KH PDQ\ VWRFN RIIHULQJV WKDW WRRN SODFH LQ WKH VHFRQG KDOI RI WKH ����V FUHDWHG WKH QHHG IRU HOHFWURQLF 

V\VWHPV WR SURYLGH HIŬFLHQW WUDGLQJ� FOHDULQJ� VHWWOHPHQW� DQG UHFRUGNHHSLQJ�  7KLV VKLIW WR HOHFWURQLF V\VWHPV 

mirrored what was happening in international markets as they adopted and developed technologies from the 

mid-20th century. The markets of Paris, Tokyo, and Toronto had a head start on adopting trading systems, 

ZKLFK ZHUH ODWHU HPEUDFHG ZRUOGZLGH� 7KLV FUHDWHG ŬHUFH PDUNHW FRPSHWLWLRQ DV WKH ZRUOG EHFDPH PRUH 

globalised, thanks to breakthroughs in technology and telecommunications. 

6.1. The Electronic Securities Information System (ESIS) of 1990 

:LWK WKH GHYHORSPHQW RI IURQW� DQG EDFN�RIŬFH SURFHVVHV EHWZHHQ PLG����� DQG HDUO\ ����� 6$0$ EHJDQ 

implementing an electronic trading system which was linked to banks’ central trading units. This step was 

followed by linking other bank branches to the trading units. Bank branches were eventually connected to 

the system directly to speed up processing and address prevalent issues at the time. For example, Riyadh-

based investors were viewed as being given priority in trading compared to those living elsewhere. Banks 

were encouraged to select branches across the country for managing brokerage activities, linking these 

directly to SAMA and their central trading units in Riyadh. 

)URQW�RIŬFH GHYHORSPHQWV FRQWLQXHG RYHU WZR VWDJHV� ,Q WKH ŬUVW SKDVH� 6$0$ SURFHVVHG GDWD DQG PDUNHW 

trades manually and sent them to SSRC. Subsequent developments led to the second stage of automation in 

which trades were automatically received, forwarded to SSRC, and a bulletin on trading prices was generated 

and faxed to local newspapers. 

'XULQJ WKH ����V� DQG EHIRUH WUDGLQJ WKURXJK FHQWUDO WUDGLQJ XQLWV WRRN SODFH� VWRFN PDUNHW RIŬFLDOV 

considered developing a system that linked all brokers to a single network, as was the case with the NASDAQ. 
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However, the Saudi market at the time was not large enough to warrant the creation of such a system. 

%\ WKH ODWH ����V DQG HDUO\ ����V� GRPHVWLF DQG JOREDO HFRQRPLF FRQGLWLRQV LQGLFDWHG D QHZ HUD IRU WKH 

Saudi market with increased raising of capital and trading volumes.  The Saudi market was the largest in the 

region and expectations were that it would deepen and grow.  

7RZDUGV WKH HQG RI WKH ����V� WKH 6DXGL HFRQRP\ EHJDQ WR ŭRXULVK� UHDFKLQJ DQ DYHUDJH *'3 JURZWK UDWH 

RI ���� EHWZHHQ ���� DQG ����� 2LO SULFHV DOVR LQFUHDVHG E\ ��� FRPSDUHG WR WKH ORZ ŬJXUHV RI SUHYLRXV 

\HDUV� $GGLWLRQDOO\� MRLQW�VWRFN FRPSDQLHV PDGH JRRG SURŬWV RYHU WKH VDPH SHULRG� &RQVHTXHQWO\� D ERRP 

in the Saudi stock market was anticipated, especially following a period of oversubscriptions and increased 

PDUNHW DFWLYLW\ GXULQJ WKH ŬUVW KDOI RI ����� 

Initially, the decision to automate processes was left to banks. Some introduced semi-automatic systems 

whereby a bank trader would take investor orders manually and enter them into a computer system. This 

practice continued for some time. However, many investors found this method to be inconvenient and 

UHVRUWHG WR EURNHUDJH ŬUPV ZKR RIIHUHG WUDGLQJ DGYLFH DQG SURFHVVHG WUDQVDFWLRQV WKURXJK EDQNV� 8QGHU 

such disorganised circumstances, supervisory authorities eventually had to step in. 

$IWHU &7+ FHDVHG LWV RSHUDWLRQ LQ ����� RIŬFLDOV EHJDQ WR WKLQN RI ZD\V WR OHYHUDJH H[LVWLQJ V\VWHPV� 0U� 

Abdul Rahman Al-Rashed, SAMA’s Director-General of Stock Control Department at the time, recounts that 

SAMA provided tremendous support to the development of an automated system and that even though CTH 

did not last long, the objective was still the same. “Instead of bringing brokers together in a single place, we 

decided to bring them together through a single screen,” he said. Indeed, the Ministerial Committee soon 

FRQYHQHG DQG PDGH WKH GHFLVLRQ WR DXWRPDWH WUDGLQJ� :LWK WKH VXSSRUW RI +LV ([FHOOHQF\ -DPPD] $O�6XKDLPL� 

the late Deputy Governor of SAMA, the Banking Technology Department dedicated a team of Saudi experts 

to automate stock trading in collaboration with a local IT company. The system was built in-house after 

drawing on insights from experts who had previously worked on developing the London Stock Exchange 

V\VWHP� 2Q ��VW -XO\ ����� WKH (OHFWURQLF 6HFXULWLHV ,QIRUPDWLRQ 6\VWHP �(6,6� ZHQW LQWR RSHUDWLRQ� PDNLQJ 

WKH 6DXGL VWRFN PDUNHW WKH ŬUVW IXOO\ DXWRPDWHG PDUNHW LQ WKH UHJLRQ� 
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'HVSLWH OLPLWLQJ VWRFN WUDGLQJ WR 6DXGL EDQNV� VRPH XQOLFHQVHG EURNHUDJH ŬUPV FRQWLQXHG WR RSHUDWH XQRIŬFLDOO\ 

XQWLO WKH HDUO\ ����V� 7R WDFNOH WKLV LVVXH� WKH 6WRFN &RQWURO 'HSDUWPHQW ODXQFKHG DQ LQVSHFWLRQ FDPSDLJQ 

RI WKHVH XQOLFHQVHG EURNHUDJH ŬUPV� ZKLFK ZHUH XOWLPDWHO\ H[FOXGHG IURP PDUNHW RSHUDWLRQV IROORZLQJ WKH 

LQWURGXFWLRQ RI (6,6� +RZHYHU� RZQHUV RI WKHVH EURNHUDJH ŬUPV UHIXVHG WKH QHZ VWDWXV TXR DQG SXVKHG IRU 

licensing of non-bank brokers; some continued to advertise their services in local newspapers (Image 18) but 

18 An Example of an Advertisement Published in the Local Newspaper "Okaz" for Buying and 
Selling Stocks in 1984). 

regulatory authorities considered 

excluding unlicensed brokerage 

ŬUPV� 7KLV GHFLVLRQ SDYHG WKH ZD\ 

IRU D WUDQVSDUHQW DQG HIŬFLHQW 

stock market where everyone had 

free access to stock prices, which 

was an attractive prospect for 

investors.  

Two days following the promising implementation of ESIS, the political scene changed after Iraq’s sudden 

invasion of Kuwait, which in turn disrupted international markets and had a direct impact on the Saudi stock 

market. However, the Saudi banking system proved to be resilient following the invasion. The timely increase 

RI RLO SURGXFWLRQ UHVWRUHG SULFH VWDELOLW\ DQG GHSRVLWRUVłDORQJ ZLWK LQYHVWRUVłUHJDLQHG WKHLU FRQŬGHQFH LQ 

WKH EDQNLQJ V\VWHP DIWHU 6$0$ SURYLGHG VXIŬFLHQW OLTXLGLW\ WR EDQNV WR DGGUHVV WKH LQFUHDVLQJ GHPDQG 

IRU ORFDO DQG IRUHLJQ FXUUHQFLHV� &RQVHTXHQWO\� ZLWKGUDZDOV DPRXQWHG WR 6$5 ���� ELOOLRQ LQ $XJXVW ���� 

DQG 6$5 ��� ELOOLRQ LQ 6HSWHPEHU RI WKH VDPH \HDU� )ROORZLQJ 6$0$ńV PHDVXUHV� FRQŬGHQFH ZDV UHVWRUHG WR 

WKH PDUNHW� GHSRVLWV LQFUHDVHG E\ 6$5 ��� ELOOLRQ ������ GXULQJ WKH ODVW TXDUWHU RI ����� 2Q D VLPLODU QRWH� 

state revenues and spending increased considerably following the rise in fuel prices and defence-related 

expenditures.  

Despite the invasion, stability was restored to the Saudi stock market before the end of the year. In December 

����� WKH JHQHUDO LQGH[ IHOO E\ DERXW ��� FRPSDUHG WR -DQXDU\ RI WKH VDPH \HDU� D \HDU�RQ�\HDU GHFUHDVH 
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IURP ����� SRLQWV WR ��� SRLQWV� $V IRU WKH UHPDLQLQJ LQGLFDWRUV� WKH\ UHPDLQHG XQDIIHFWHG E\ WKH LQYDVLRQ� 

7UDGHG VWRFNV LQFUHDVHG IURP �� PLOOLRQ VKDUHV ZLWK D WRWDO YDOXH RI 6$5 ��� ELOOLRQ LQ ���� WR �� PLOOLRQ 

VKDUHV YDOXHG DW 6$5 ��� ELOOLRQ LQ ����� 2YHUDOO� PDUNHW FRQGLWLRQV ZHQW EDFN WR QRUPDO WRZDUGV WKH HQG 

RI ����� GHVSLWH WKH FRQWLQXHG LQYDVLRQ� 7KH JHQHUDO GLUHFWLRQ RI IXWXUH HYHQWV VHHPHG FOHDUłZKHWKHU ,UDT 

responded to widespread calls for withdrawal or not, it became apparent that it was just a matter of time. 

$ IHZ GD\V LQWR )HEUXDU\ ����� .XZDLW UHFODLPHG LWV LQGHSHQGHQFH� DQG VWDELOLW\ ZDV UHVWRUHG WR WKH UHJLRQ� 

For the Saudi capital market, numbers increased rapidly compared to the previous year. Traded stocks almost 

GRXEOHGłIURP �� PLOOLRQ VKDUHV LQ ���� WR �� PLOOLRQ LQ ����� 2YHU WKH VDPH SHULRG� WKH YDOXH RI WUDGHG 

stocks increased from SAR 4.4 billion to SAR 8.5 billion with a corresponding increase in market capitalisation 

IURP 6$5 �� ELOOLRQ WR ��� ELOOLRQ� 0RUHRYHU� WKH JHQHUDO LQGH[ URVH IURP ��� SRLQWV WR ����� SRLQWV� 

6.1.1. ESIS Developments 
ESIS was successful in meeting the needs of investors, banks, corporations, and other participants. The 

V\VWHP XQGHUZHQW VHYHUDO GHYHORSPHQWV EHWZHHQ ���� DQG ����� ,Q SXUVXLW RI LPSURYHG HIŬFLHQF\ DQG 

WR NHHS DEUHDVW RI PDUNHW FKDQJHV� (6,6/LQH ZDV LQWURGXFHG LQ ����� 7KLV QHZ V\VWHP ZDV XVHG WR VKDUH 

VWRFN SULFHV DQG FRUSRUDWH ŬQDQFLDO VWDWHPHQWV ZLWK EDQNV DFURVV WKH FRXQWU\� 7KH V\VWHP DOVR KDG GHWDLOHG 

LQIRUPDWLRQ DERXW MRLQW�VWRFN FRPSDQLHV� VXFK DV FRQWDFW LQIRUPDWLRQ� ERDUG PHPEHUV� ŬQDQFLDO VWDWHPHQWV� 

and corporate announcements. The information was sent by companies to SAMA’s Stock Control Department 

and then recorded in the ESISLine system to be displayed on-screen at bank branches.  

However, since company information was only accessible during the system’s operating hours, SSRC issued 

LWV DQQXDO 6DXGL -RLQW�6WRFN &RPSDQLHV SXEOLFDWLRQ �,PDJH ��� LQ ZKLFK D IRXU�\HDU UHFRUG RI FRPSDQLHVń 

performances was provided to help shareholders and the public make informed investment decisions. This 

book continued to be published until 2003 when information became publicly available online, as will be 

discussed in the following pages. 
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19 The Cover of the "Saudi Share Registration Company" Publication in 1992. 

Banks across the country were linked 

to central trading units through the 

ESIS network. Several improvements 

were made to the clearing, settlement, 

and ownership notice starting in 

����� $V D UHVXOW� WKH VHWWOHPHQW RI 

ownership receipts became faster than 

WKH VHWWOHPHQW RI FHUWLŬFDWHV� ZKLFK 

still required approval and removal from 

company registers. To further improve 

the reliability of ownership receipts, 

‘stored ownership receipts’ were issued, 

whereby ownership receipts could be 

printed, if required, on-demand.  Due 

WR WKH EHQHŬWV SURYLGHG� LQFOXGLQJ WKH 

protection they afforded investors, 

only ownership receipts were traded 

via ESIS.  Such was the demand, it 

EHFDPH SRVVLEOH WR FRQYHUW FHUWLŬFDWHV 

to ownership receipts through SSRC. 

$W WKH HQG RI ����� (6,6 ZDV IXUWKHU XSJUDGHG E\ DGGLQJ VHYHUDO IHDWXUHV� WKH PRVW LPSRUWDQW RI ZKLFK 

was allowing branches and central trading units to submit market orders. This step further accelerated the 

RUGHULQJ SURFHVV GHVSLWH KDYLQJ WR FRQŬUP RUGHUV E\ FRQWDFWLQJ FHQWUDO WUDGLQJ XQLWV E\ WHOHSKRQH�  

%DQN EUDQFKHV DOVR JDLQHG WKH DELOLW\ WR SULQW FRQŬUPDWLRQ DQG DUFKLYHG RZQHUVKLS UHFHLSWV IRU FOLHQWV DW 

the end of trading sessions. However, ownership receipts could only be sold through banks issuing the 

ownership receipts.  
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)ROORZLQJ WKH LQWURGXFWLRQ RI (6,6 LQ ����� WKHUH ZDV RQO\ D VLQJOH WUDGLQJ VHVVLRQ SHU GD\� KHOG LQ WKH 

afternoon. But after linking bank branches to trading screens, there was a need for additional time to facilitate 

FRPPXQLFDWLRQ EHWZHHQ EDQNV DQG LQYHVWRUV� 7KHUHIRUH� LQ 2FWREHU ����� D VHFRQG WZR�KRXU WUDGLQJ VHVVLRQ 

ZDV DQQRXQFHG WR WDNH SODFH VWDUWLQJ ��WK 1RYHPEHU ����� 7KH PRUQLQJ VHVVLRQ ZDV KHOG IURP �� D�P� 

XQWLO �� S�P� DQG WKH DIWHUQRRQ RQH IURP ���� S�P� WR ���� S�P� &RQVHTXHQWO\� EXOOHWLQV ZHUH LVVXHG WZLFH D 

day while the market index was calculated weekly. 

'RFXPHQW �� VKRZV 66&ńV PLQXWHV RI D PHHWLQJ RQ WUDGLQJ VHVVLRQV� 2Q ��WK 0DUFK ����� WKH VHWWOHPHQW 

period of ownership receipts became T+0, thus enabling sellers to receive the value of their sold shares 

51 SSC’s Minutes of Meeting on Trading Sessions. 

within 24 hours of the transaction. 

As for buyers, they were able to 

obtain their ownership receipts the 

following morning if the seller was a 

QRWLFH KROGHU� $V RI ��WK 0D\ ����� 

Thursdays were added to trading days 

with one trading session from 10 a.m. 

until 12 p.m.  

As discussed previously, banks’ central 

trading units processed client trades 

prior to the implementation of ESIS. 

At the time, banks would deliver stock 

FHUWLŬFDWHV WR EX\HUV DIWHU FRPSOHWLQJ 

the ownership transfer process within 

two weeks of the market trade. In later 

stages, central trading units would 

have their ‘ownership endorsement 

VWDPSVń RQ VWRFN FHUWLŬFDWHV� 

Overall, the settlement processes 
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underwent several major stages after the introduction of ESIS. First, there was the dual documentation 

RI RZQHUVKLS WKURXJK FHUWLŬFDWHV DQG RZQHUVKLS UHFHLSWV� IROORZHG E\ WKH LQWURGXFWLRQ RI VKDUH WUDGLQJ 

accounts whereby investors had to open ‘member accounts’ at local banks or ‘market accounts’ at SSRC’s 

Securities Depository Centre. Additionally, traders were later able to open accounts at more than one bank. 

These developments accelerated settlement and stock trading. Ownership was transferred automatically 

from one account to another after the matching of orders. Moreover, a settlement report of all completed 

transactions would be issued by the end of each trading day. Based on this report, a clearing report of 

interbank transactions would be sent to all banks. The following day, banks would sign the clearing report 

and send two copies of it to SAMA for processing their debit and credit transactions, as each bank had a 

clearing account at the agency. 

     ,Q -XQH ����� 6$0$ DSSURYHG LQFRUSRUDWLQJ OLVWLQJ UHTXLUHPHQWV LQWR (6,6 WR HQVXUH PRUH WUDQVSDUHQF\ LQ 

WKH PDUNHW� ,Q ����� 6DXGL EDQNV EHFDPH DEOH WR JLYH WKHLU ORFDO DQG LQWHUQDWLRQDO FOLHQWV DFFHVV WR PDUNHW 

prices. During the same year, SAMA limited local share trading to ownership receipts and required investors 

WR FRQYHUW WKHLU FHUWLŬFDWHV WR UHFHLSWV EHIRUH WUDGLQJ WKURXJK (6,6� 7KHVH PHDVXUHV DOORZHG IRU VDIH� VDPH�

day settlements and facilitated further supervision and control. Moreover, displaying stock prices of any 

joint-stock company on the trading screens had to be approved by SAMA and the Ministry of Commerce. 

7KH LPSOHPHQWDWLRQ RI (6,6 LQ ���� EURXJKW DERXW VLJQLŬFDQW SRVLWLYH FKDQJHV DV LW VWDQGDUGLVHG SURFHGXUHV 

in what was previously a fragmented market. The system also enabled everyone to execute market orders 

within a fair, transparent environment and improved settlement and post-trade operations.  

Another merit of ESIS is that it helped mitigate manipulation in the market, in the form of placing misleading 

EX\ RU VHOO RUGHUV WR LQŭXHQFH LQYHVWRU H[SHFWDWLRQV� 7R DGGUHVV WKLV LVVXH� RUGHUV ZHUH DFFHSWHG RQO\ LI 

they were made by the traders themselves. If a central trading unit was placing an order on behalf of a 

FOLHQW� SURFHVVLQJ WKH WUDQVDFWLRQ ZRXOG EH GHOD\HG IRU YHULŬFDWLRQ� /DVWO\� (6,6 KHOSHG UHGXFH VKDUS SULFH 

ŭXFWXDWLRQV E\ HVWDEOLVKLQJ XSSHU DQG ORZHU OLPLWV RI QR PRUH WKDQ ��� WR PDLQWDLQ PDUNHW VWDELOLW\� 
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6.1.2. SARIE System 
In pursuit of further developments in banking and the capital market, SAMA launched the Saudi Arabian Riyal 

,QWHUEDQN ([SUHVV �6$5,(� V\VWHP LQ 0D\ ����� SURYLGLQJ WKH PHFKDQLVP IRU DOO 6DXGL EDQNV WR PDNH DQG 

VHWWOH SD\PHQWV LQ 6DXGL UL\DOV �6$5�� 7KH 6$5,( V\VWHP LPSURYHG WKH HIŬFLHQF\ RI VWRFN PDUNHW VHWWOHPHQW� 

offering central bank-guaranteed settlement of interbank positions overnight.  This improved settlement 

system further encouraged the adoption of ownership receipts. 

6.2. Tadawul Electronic System (TES) of 2001 

Despite ESIS’s upgrades and decade-long increases in functionality, the system became outdated towards 

WKH HQG RI WKH ����V DQG KDG WR EH UHSODFHG E\ DQRWKHU WR PHHW WKH 6DXGL PDUNHWńV IXWXUH QHHGV�  

:KHQ WKH 6DXGL VWDWH IRUPHG D 0LQLVWHULDO &RPPLWWHH IRU SULYDWLVDWLRQ LQ ����� WKHUH ZDV D QHHG IRU EHWWHU 

systems to further improve corporate listings and stock trading. As a result, the government took steps 

towards replacing the existing trading system with one that could accommodate the changes occurring in 

the country’s growing capital market. SAMA consulted several international institutions, and His Excellency 

Director-General of Banking Control Jammaz Al-Suhaimi set the guiding principles for the new system: 

DFFHVVLELOLW\� HIŬFLHQF\� UHOLDELOLW\� WUDQVSDUHQF\� DQG ORZ FRVW� 

SAMA’s Stock Control Department soon formed a team of consultants to examine the market structures 

of prominent and emerging stock exchanges. His Excellency Al-Suhaimi later presented a proposal for 

technologies needed to develop the new system. 

After using ESIS for almost a decade, SAMA tendered a proposal to replace the trading, settlement, and 

clearing systems in mid-2000. Several international companies submitted competitive bids, and a Canadian 

company was selected to develop the new systems. 

2Q �WK 2FWREHU ����� 6$0$ ODXQFKHG WKH 7DGDZXO (OHFWURQLF 6\VWHP �7(6� DIWHU D VXFFHVVIXO PLJUDWLRQ 

of data. Following the adoption of TES, banks invested more in developing their internal systems and 
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processes, which drove competition and created new client services. These changes produced faster and 

PRUH HIŬFLHQW V\VWHPV LQ WKH EDQNLQJ VHFWRU� OHDGLQJ WR WKH HPHUJHQFH RI ODUJH LQWHJUDWHG QHWZRUNV WKDW 

settled transactions in real-time instead of T+1, which meant that investors were able to sell their shares 

instantly. 

20 Tadawul Electronic System Screen. 

The transition to instant settlements took 

place after incorporating SSRC operations 

LQWR 7(6� :KDW KHOSHG IDFLOLWDWH WKLV SURFHVV 

was the adoption of electronic investment 

accounts and doing away with ownership 

documents. Eventually, securities were 

maintained in investor portfolios through 

which people could perform several asset 

operations, such as buying, selling, transfers, 

distributions, and stock mergers and pledges. 

The transformation was not limited to replacing previous clearing, settlement, registration, and trading 

systems, but included linking bank branches across the Kingdom to TES through what was known as the 

Financial Information Exchange (FIX) protocol/ This enabled banks to process account entries and execute 

orders in a single transaction. As a result, banks seized these new developments to improve their services, 

including margin trading.  

7R DFKLHYH LQFUHDVHG WUDQVSDUHQF\ LQ WKH PDUNHW� 6$0$ LPSOHPHQWHG WKH 6DXGL $UDELDQ &RPSDQ\ 3URŬOHU 

(SACP) system that provided disclosures and information to corporations and investors via TES.  

Following SAMA’s efforts in implementing TES (Image 21), the Tadawul Department was dedicated to improving 

investor services along with the Depository Centre and departments of Information and Registration. The 

Depository Centre settled banks’ TES transactions, performed daily interbank clearing, monitored investment 

account balances for market investors, matched closing balances with investor account transactions, and 
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21 TES

published relevant reports for investors and 

joint-stock companies. 

As for the Registration Department, it was 

in charge of maintaining the records of stock 

FHUWLŬFDWH KROGHUV DQG GLVWULEXWLQJ GLYLGHQGV 

on behalf of some companies. Lastly, the 

Information Department monitored daily 

trading activities and issued daily, monthly, 

quarterly, and yearly market reports dating 

EDFN WR ����� 7KH UHSRUWV ZHUH PDGH SXEOLF 

in Arabic and English on the Tadawul website, 

which also featured capital market news, a 

database of traded companies, press releases, 

summary reports, and periodic market 

information with charts of the general index 

to enable investors to monitor stock trading 

activities. Image 22 is a cover of a report on 

stock trading activity during October 2001.  

The Tadawul website was launched in 2002, 

and Tadawul became a registered trademark 

RI WKH 6DXGL VWRFN PDUNHW� $W ŬUVW� LQYHVWRUV 

disliked the idea of using the website for 

publishing market prices as they were used to 

accessing information through bank screens 

that operated via the previous ESIS. However, 

people soon came to accept the new system, 

and within three years Tadawul was the most 

visited website in Saudi Arabia. 

22 The Cover of Tadawul Monthly Report on Stock Trading Activity - October 2001. 
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6KLIWLQJ WR WKH QHZ V\VWHP GLG QRW FRPH ZLWKRXW FKDOOHQJHV� 7KH ŬUVW WZR \HDUV WKDW IROORZHG WKH ODXQFK 

of Tadawul website, technical problems caused the system to crash, given the slow internet connection at 

the time. As Tadawul was a public website, any problems that occurred would soon appear on the news. 

However, these issues were gradually resolved and plans to deal with them were developed. 

2YHUDOO� 7(6 SDYHG WKH ZD\ IRU HIŬFLHQW DQG IDLU RSHUDWLRQV LQ WKH 6DXGL VWRFN PDUNHW� ,W DOVR HQDEOHG LQYHVWRUV 

WR H[HFXWH PXOWLSOH RUGHUV LQ D VLQJOH GD\� ZKLFK LQFUHDVHG PDUNHW OLTXLGLW\ DQG SRUWIROLR GLYHUVLŬFDWLRQ� 

$GGLWLRQDOO\� WKH V\VWHP KDG IHDWXUHV OLNH WKRVH XVHG LQ LQWHUQDWLRQDO PDUNHWV� :LWK D VRXQG WUDGLQJ V\VWHP 

in place, Tadawul began preparing to offer new joint-stock companies in the local market, especially as the 

offering of the Saudi Telecom Company (STC) grew near, with expectations of high demand for subscription. 

7KHUHIRUH� E\ WKH VHFRQG TXDUWHU RI ����� 7DGDZXO LQFUHDVHG WKH QHWZRUN FDSDFLW\ RI 7(6 IURP �� WR �� 

thousand daily transactions and guided banks on how to address STC’s much-anticipated offering, which was 

a key milestone in the development of the Saudi capital market. 

6.3. STC Initial Public Offering

7KH WHOHFRPPXQLFDWLRQV UHYROXWLRQ RI WKH ODWH ����V VSDZQHG JUHDW JURZWK LQ WKH DPRXQW RI LQIRUPDWLRQ 

and data available to the world, eliminating the borders of geography and ushering in an age of globalisation. 

:LWKLQ D PDWWHU RI \HDUV� WKH WHFKQRORJ\ DQG WHOHFRPPXQLFDWLRQV VHFWRUV KDG EHFRPH D GRPLQDWLQJ SUHVHQFH 

in international capital markets.  

7KH 6DXGL 0LQLVWU\ RI 7HOHJUDSK� 3RVW� DQG 7HOHSKRQH ZDV IRUPHG E\ 5R\DO 'HFUHH $���� RQ ��WK 2FWREHU 

����� 7KH PLQLVWU\ ZDV UHVSRQVLEOH IRU SRVW� WHOHJUDSK� DQG WHOHSKRQH VHUYLFHV� $W WKH WLPH� WKHUH ZHUH ��� 

thousand telephone lines that were generating revenues of around SAR 250 million. 

2Q ��VW $SULO ����� 5R\DO 'HFUHH 0��� �'RFXPHQW ��� VHSDUDWHG SRVW� WHOHJUDSK� DQG WHOHSKRQH IDFLOLWLHV 

from the ministry and decreed the establishment of the Saudi Telecom Company (STC) in joint-stock form. 

The decree marked the transition into privatisation in this vital sector, which was dramatically changing the 

ZD\ SHRSOH OLYHG LQ WKH ODWH ����V�  
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52 Royal Decree on Founding the Saudi Telecom Company (STC). 
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2Q ��WK $SULO ����� &RXQFLO RI 0LQLVWHUVń 5HVROXWLRQ 1R� ��� DSSURYHG 67&ńV PHPRUDQGXP RI DVVRFLDWLRQ 

and declared it a joint-stock company fully owned by the government of the Kingdom of Saudi Arabia. STC’s 

FRPPHUFLDO UHJLVWHU ZDV LVVXHG RQ ��WK -XQH ����� 

2Q �WK 6HSWHPEHU ����� WKH &RXQFLO RI 0LQLVWHUV FRQYHQHG DQ ([WUDRUGLQDU\ *HQHUDO $VVHPEO\ �(*$� DQG 

approved increasing STC’s capital from SAR 12 billion to SAR 15 billion by retaining some of the company’s 

HDUQLQJV DQG LQFUHDVLQJ DXWKRULVHG VKDUHV WR ��� PLOOLRQ� 0RUHRYHU� LW GHFLGHG WR RIIHU �� PLOOLRQ VKDUHV 

(30%) for local public subscription at SAR 170 per share with a minimum of 10 subscribed shares per person. 

)XUWKHUPRUH� WZR�WKLUGV RI WKH VKDUHV ��� PLOOLRQ� RIIHUHG IRU SXEOLF VXEVFULSWLRQ ZHUH DOORFDWHG WR 6DXGL 

citizens while the remaining one-third (30 million shares) was distributed equally among the Public Pension 

$JHQF\ DQG WKH *HQHUDO 2UJDQL]DWLRQ IRU 6RFLDO ,QVXUDQFH� 2Q �WK -DQXDU\ ����� 67& VKDUHV ZHUH RIŬFLDOO\ 

offered to the public. 

7R DFKLHYH WUDQVSDUHQF\ GXULQJ WKH VXEVFULSWLRQ� WKH SURVSHFWXV� IRU WKH ŬUVW WLPH LQ WKH KLVWRU\ RI WKH 

Saudi capital market, was prepared according to international standards and distributed to all local banks. It 

ZDV DOVR PDGH DFFHVVLEOH WKURXJK WKH 67& ZHEVLWH� :ULWWHQ E\ VHYHUDO FRQVXOWLQJ HQWLWLHV� WKH SURVSHFWXV 

detailed all information relevant to investors in a clear, transparent manner. 

Ten banks supported STC’s subscription and provided loan facilities for individuals wishing to subscribe. 

7RWDO VXEVFULSWLRQV IRU 67& VKDUHV H[FHHGHG 6$5 �� ELOOLRQ �86' ��� ELOOLRQ�� DQ RYHUVXEVFULSWLRQ RI PRUH 

than three times. The great demand for STC shares proved that the government’s expectations in relation to 

privatisation were accurate. The state had already prepared for this by setting a fair share price and adopting 

transparent policies that were followed throughout the offering.  

Additionally, Saudi banks participated in facilitating the subscription process by processing subscription forms 

for citizens and paying the value of subscribed shares through cash payments, loans, debits, or cheques. As 

a result of oversubscription, 10 shares were allocated to each subscriber and each of their family members 

while the rest were distributed between subscribers, each according to their subscription percentage. Banks 

also announced subscription results and dates for returning the subscription surplus. Preparations for trading 
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67& VKDUHV ZHUH PDGH LQ UHFRUG WLPH DV EDQNV QRWLŬHG LQYHVWRUV RI WKHLU VXEVFULSWLRQ DQG WKH UHJLVWUDWLRQ RI 

their subscribed shares in shareholders’ investment accounts through TES.  

STC shares began to be traded on Saturday, 25th January 2003. By the end of that day, STC stock price rose 

E\ ��� IURP 6$5 ��� �86' ����� WR 6$5 ��� �86' ����� SHU VKDUH� ZLWK KLJKHVW DQG ORZHVW SULFHV DW 6$5 

��� DQG 6$5 ����� UHVSHFWLYHO\�  

,Q JHQHUDO� WKH 6DXGL FDSLWDO PDUNHW DFKLHYHG UHFRUG QXPEHUV RQ WKH ŬUVW GD\ RI WUDGLQJ 67& VKDUHV� 7KH WRWDO 

YDOXH RI WUDGHG VKDUHV UHDFKHG 6$5 ���� ELOOLRQ �86' ��� PLOOLRQ�� 7KH YDOXH RI WUDGHG 67& VKDUHV DPRXQWHG 

WR 6$5 ���� ELOOLRQ �86' ��� PLOOLRQ�� FRQVWLWXWLQJ ��� RI WKH WRWDO WUDGLQJ YDOXH ZLWK ��� PLOOLRQ VKDUHV 

WUDGHG �DERXW ����� RI WKH �� PLOOLRQ VKDUHV VROG WR LQGLYLGXDO VXEVFULEHUV�� 

0RUHRYHU� WKH JHQHUDO LQGH[ URVH E\ ������ FORVLQJ DW ����� SRLQWV IROORZLQJ WKH ULVH LQ 67& VKDUH SULFH� 7KLV 

was also accompanied by an increase in blue chip equity, which varied the day before with increased stock 

SULFHV IRU �� FRPSDQLHV RQO\� DQG D GHFOLQH IRU ���   
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Chapter7: Key Stock Market Milestones

7.1. Stock Market Information 

6WDUWLQJ LQ WKH PLG�����V� ORFDO QHZVSDSHUV KDG EHHQ WKH PDLQ VRXUFH RI LQIRUPDWLRQ RQ HTXLWLHV DORQJ ZLWK 

joint-stock companies that shared their stock prices with shareholders directly. At the time, companies were 

PDLQO\ DELGLQJ E\ WKH &RPSDQLHV /DZ RI ���� ZKLFK FDPH WR UHJXODWH WKH PDUNHW E\ UHTXLULQJ FRUSRUDWLRQV 

WR SXEOLVK UHOHYDQW LQIRUPDWLRQłVXFK DV DXGLWHG DQQXDO ŬQDQFLDO UHSRUWV� LQFRPH VWDWHPHQWV� EDODQFH 

sheets, and methods of net income distribution—in at least one local newspaper. Moreover, companies were 

UHTXLUHG WR VXEPLW WKHLU DQQXDO ŬQDQFLDO VWDWHPHQWV WR 6$0$ńV 6WRFN &RQWURO 'HSDUWPHQW DQG WKH 0LQLVWU\ RI 

&RPPHUFH� 7KH 0LQLVWHULDO &RPPLWWHH DOVR REOLJHG FRPSDQLHV WR UHSRUW WKHLU TXDUWHUO\ ŬQDQFLDO VWDWHPHQWV 

to the Stock Control Department, and failure to comply resulted in stock trading suspensions. 

$IWHU ODXQFKLQJ 7KH (OHFWURQLF 6DXGL ,QIRUPDWLRQ 6\VWHP �(6,6� LQ ����� VWRFN PDUNHW SHUIRUPDQFH EHFDPH 

easily accessible during trading hours. Furthermore, banks issued daily market bulletins on traded shares 

(documents 53 and 54). 

6WDUWLQJ LQ ����� WKH 6WRFN &RQWURO 'HSDUWPHQW UHFHLYHG WUDGHG VWRFN SULFHV IURP EDQNVń FHQWUDO WUDGLQJ XQLWV 

on a daily basis. Information received was published in a bulletin containing all transactions executed the 

previous day, including price indicators, book values, and dividend per share. Bulletins were then faxed to 

banks and local newspapers to ensure transparency. 

'XULQJ WKH VDPH SHULRG� EDQNV VRXJKW WR DWWUDFW LQYHVWRUV E\ SXEOLVKLQJ UHSRUWV� ŬQDQFLDO VWDWHPHQWV� DQG 

Technological developments in the Saudi stock market enabled investors to access detailed information 

about listed companies and stock prices, which were made available in newspapers and later published on 

the internet. 
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other relevant information pertaining to traded companies. As a result, banks helped provide additional 

sources of information to Saudi investors, especially since some commercial banks published monthly reports 

DQG ŬQDQFLDO DQDO\VHV RI VWRFN PDUNHW DFWLYLWLHV� 7KH &KDPEHU RI &RPPHUFH DQG ,QGXVWU\ DOVR SOD\HG D UROH 

E\ SURYLGLQJ VWRFN PDUNHW LQIRUPDWLRQ WKURXJK VWUXFWXUHG DQG ŬQDQFLDO FRUSRUDWH GDWD DORQJ ZLWK DQDO\VLV 

by stock market experts. 

7.2. General Stock Price Index 

7KH 1DWLRQDO &HQWUH IRU )LQDQFH DQG (FRQRPLF ,QIRUPDWLRQ� DQ HQWLW\ DIŬOLDWHG ZLWK WKH 0LQLVWU\ RI )LQDQFH 

DQG 1DWLRQDO (FRQRP\� LVVXHG LWV ŬUVW ZHHNO\ ORFDO VWRFN LQGH[ RQ ��WK )HEUXDU\ ����� WKH VDPH GD\ 6$0$ 

began publishing its weekly bulletin on local stock prices. The index became known as NCFEI (an acronym 

53 A Bulletin on Traded Stock Prices Published by Bank Al-Jazira in 1992. 54 A Bulletin on Traded Stock Prices Published by the Saudi Investment Bank 
in 2000. 
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formed from the initial letters of the Centre’s name). NCFEI tracked the performance of shares traded through 

companies or banks based on data provided by SAMA. The basis for calculating the index was the total 

market value of listed companies, which were divided into four sectors: banking, industry (including cement 

companies), services and facilities (including electricity companies), and agriculture. NCFEI’s base date was 

��WK )HEUXDU\ ���� DW D EDVH YDOXH RI ��� SRLQWV� +RZHYHU� WKH EDVH YDOXH ZDV FKDQJHG WR ����� SRLQWV 

XVLQJ DQ LQGH[ PXOWLSOLHU RI ��[ RQ ��WK -DQXDU\ ���� IROORZLQJ D UHFRPPHQGDWLRQ PDGH E\ 6$0$� ZKLFK 

KDG EHHQ SXEOLVKLQJ 1&)(, GDWD LQ LWV DQQXDO UHSRUW VLQFH ����� 

NCFEI was a capitalisation-weighted stock market index whereby the market capitalisation of each company 

in the index is calculated by multiplying its outstanding shares by the current price per share, which means 

WKDW PDUNHW FDSLWDOLVDWLRQ UHŭHFWV WKH WRWDO PDUNHW YDOXH RI D FRPSDQ\ńV RXWVWDQGLQJ VKDUHV� 7KHUHIRUH� 

1&)(, ZDV QRW UHODWHG WR HDUQLQJV� WUDQVDFWLRQV� RU WUDGLQJ YROXPHV DV LW ZDV RQO\ LQŭXHQFHG E\ HDFK 

company’s price per share and number of shares outstanding. Companies with a higher market capitalisation 

had a higher weighting in the index. 

NCFEI = (total market value of current shares outstanding ÷ total market value of past shares outstanding) 

x past index value, whereas total market value of shares outstanding = market value of company A shares 

outstanding + market value of company B shares outstanding, etc. Moreover, market value of a company’s 

shares outstanding = closing price x number of shares outstanding.   

NCFEI remained in use until the launch of the Tadawul Electronic System (TES) in 2001, which became 

WKH V\VWHP XVHG IRU FDOFXODWLQJ WKH PDUNHW LQGH[� $V RI �WK 2FWREHU ����� WKH JHQHUDO VWRFN PDUNHW LQGH[ 

became known as TASI instead of NCFEI, and index data was published through TES and the Tadawul website. 

'RFXPHQWV �� DQG �� DUH H[DPSOHV RI ORFDO VWRFN WUDGLQJ UHSRUWV LVVXHG E\ WKH 1DWLRQDO &HQWUH IRU )LQDQFH 

DQG (FRQRPLF ,QIRUPDWLRQ LQ ����� 
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The documents show stock market performance in terms of number and value of stocks and trading 

WUDQVDFWLRQV H[HFXWHG WKURXJK EDQNV RU FRUSRUDWLRQV� )URP ���� XQWLO ����� DERXW ���� PLOOLRQ VKDUHV 

were traded (81.8% through Saudi banks and 18.2% through joint-stock companies). Over the same period, 

WKH YDOXH RI WUDGHG VKDUHV ZDV 6$5 ��� PLOOLRQ ������ WKURXJK EDQNV DQG ����� WKURXJK FRPSDQLHV�� 

UHSUHVHQWLQJ �� WKRXVDQG WUDQVDFWLRQV H[HFXWHG WKURXJK EDQNV ������� DQG FRPSDQLHV ������� DV VKRZQ LQ 

Figure 11 below: 

55 NCFEI Index Tracker. 56 A Sample Reporting of NCFEI Index Performance. 

Via banks Via banks Via banks 
Via companies Via companies Via companies 

Number of executed
transactions 

(1985 – 1989)
Traded volume
(1985 – 1989)

Traded value
(1985 – 1989)

11 Number and Value of Shares Traded and Corresponding Transactions (1985-1989). 
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57 A Report Issued by NCFEI. 

Document 57 shows an NCFEI comparison between trading through banks and companies in terms of share 

numbers, values, and transactions.

7.3. Regulatory Developments 

%HWZHHQ ���� DQG ����� WKH 6DXGL VWRFN PDUNHW ZLWQHVVHG PDQ\ UHJXODWRU\ GHYHORSPHQWV� PRVW QRWDEO\ 

WKH &RXQFLO RI 0LQLVWHUVń 5HVROXWLRQ LQ ���� RQ LPSOHPHQWLQJłDV RI -DQXDU\ ����łWKH UHVROXWLRQ RI WKH 

Supreme Council of the Gulf Cooperation Council, which was issued during its 15th session, allowing GCC 

citizens to own shares in joint-stock companies of member states. 

,Q -DQXDU\ ����� WKH QRPLQDO YDOXH RI VKDUHV ZDV DGMXVWHG IRU PRVW MRLQW�VWRFN FRPSDQLHV IURP 6$5 ��� WR 

SAR 50, and by 20th April in the same year, the Saudi stock market index was added to the emerging markets 

LQGH[ RI WKH ,QWHUQDWLRQDO )LQDQFH &RUSRUDWLRQ �,)&�� D PHPEHU RI WKH :RUOG %DQN *URXS� 

,Q -DQXDU\ ����� WKH EDVH YDOXH RI WKH 6DXGL VWRFN PDUNHW LQGH[ ZDV FKDQJHG IRU WKH EDVH \HDU IURP ��� 

to 1,000 points. During the same period, 25, 50, and 75 halala denominations were added to stock trading 

transactions and the requirements for transforming businesses into joint-stock form were amended. In 2000, 



128

Market Story

Documentation of the Saudi Capital Market History

joint-stock companies were allowed to distribute dividends to shareholders on a quarterly and semi-annual 

EDVLV� KDYLQJ EHHQ UHTXLUHG VLQFH ���� WR VXEPLW SHULRGLF ŬQDQFLDO UHSRUWV QR PRUH WKDQ WKUHH ZHHNV DIWHU 

the end of every quarter. 

It is interesting to note that banks had already dedicated halls for international stock trading since the 

����V WR SURŬW IURP KLJK FRPPLVVLRQV� ZKLFK ZHUH WKUHH RU IRXU WLPHV WKH YDOXH RI WKHLU ORFDO FRXQWHUSDUWV� 

However, things changed in the early 2000s as banks made trading halls available for local market investors.  

7.4. Electronic Trading 

7KH HOHFWURQLF WUDGLQJ VWRU\ GDWHV EDFN WR WKH ODWH ����V ZKHQ PDQ\ 6DXGL WUDGHUV EHJDQ LQYHVWLQJ LQ 86 

stocks by telephone or through systems like Schwab, E-trade, and Emery Trade. Soon enough, those traders 

accumulated expertise in e-trading. During that time, a lecture on e-trading at SAMA’s Banking Institute was 

SUHVHQWHG E\ D 6DXGL RIŬFLDO� $W WKH HQG RI WKH OHFWXUH� D 79 UHSRUWHU DVNHG WKH RIŬFLDO ZKHWKHU 6DXGLV ZHUH 

DFWXDOO\ VHULRXV DERXW H�WUDGLQJ� 7KH RIŬFLDO DQVZHUHG LQ WKH DIŬUPDWLYH DQG VWUHVVHG WKDW WKHUH ZRXOG EH 

great demand for this service once it became available. As banks began offering e-trading in 2002, demand 

for the service skyrocketed, just as anticipated. Abdullah Al-Suwailemi, Director of Tadawul at the time, 

recounts a visit to a relative in the countryside. Much to his surprise, he saw a farmer approaching them with 

a laptop, which he was using to track the performance of his shares. 

In 2003 alone, e-trading exceeded expectations with a 384% increase from 1,348 online traders in January 

WR ����� WUDGHUV E\ \HDU�HQG� 

Given this outstanding performance, editors of Tadawul Magazine conduct a survey. The magazine publishes 

LW LQ ���� WR H[DPLQH H�WUDGLQJ LQ WKH 6DXGL VWRFN PDUNHW� 5HVXOWV VKRZHG WKDW WKH DJH JURXS IURP �� WR �� 

UHSUHVHQWHG ����� RI WUDGHUV ZKLOH WUDGHUV DJHG ����� UHSUHVHQWHG ������ /DVWO\� SHRSOH DJHG �� RU DERYH 

represented less than 20% of traders. In terms of sectors, university students came at the top of the list at 

������ IROORZHG E\ JRYHUQPHQW HPSOR\HHV DQG VWRFN LQYHVWRUV DW ������� DQG SULYDWH�VHFWRU HPSOR\HHV DW 

������� 0RUHRYHU� ��� RI SHRSOH VXUYH\HG KDG IDPLO\ UHODWLYHV HQJDJHG LQ VWRFN WUDGLQJ ZKLOH ��� GLG QRW 

have any. 
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As for comparisons within the same age groups in relation to the early adoption of e-trading, those above 

the age of 40 interestingly had the largest share of in-group adopters. 73% reported they adopted e-trading 

ZKHQ LW ZDV ŬUVW LQWURGXFHG ZKLOH ��� VDLG WKH\ ZDLWHG D \HDU� $V IRU WKH DJH JURXS IURP �� WR ��� HDUO\ 

DGRSWHUV FRQVWLWXWHG ���� 6XUSULVLQJO\� RQO\ ��� RI \RXWK DJHG �� WR �� DGRSWHG H�WUDGLQJ HDUO\ RQ�  

The survey also examined investors’ sources of information. 35.72% of respondents said they relied on 

information published at trading halls or announced by senior investors, followed by 34.28% who relied 

RQ PDUNHW VWXGLHV DQG ŬQDQFLDO DQDO\VHV PDGH E\ VWRFN PDUNHW H[SHUWV� /DVWO\� ��� RI WUDGHUV UHOLHG RQ 

information published by listed companies. 
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Limiting stock trading to commercial banks was a major regulatory decision in the history of the Saudi capital 

PDUNHW� %HIRUH WKH UHJXODWLRQ� XQOLFHQVHG WUDGLQJ DQG EURNHUDJH SUDFWLFHV SUHYDLOHG LQ DQ XQRIŬFLDO PDUNHW 

WKDW ODFNHG UHOHYDQW ODZV DQG VXSHUYLVLRQ� ,Q WKH HDUO\ ����V� VWDWH DXWKRULWLHV GHFLGHG WKDW LW ZDV WRR HDUO\ 

to form an independent entity to regulate the capital market as it was still small and not yet mature. Instead, 

SAMA was tasked with supervising trading in the market, given the agency’s extensive expertise. But as the 

market approached a new phase of development, previous regulations were reconsidered. 

8.1. Stock Market Developments (1984-2003) 

5HJXODWLRQV LQWURGXFHG EHWZHHQ ���� DQG ���� EURXJKW PDQ\ SRVLWLYH RXWFRPHV WR WKH 6DXGL VWRFN PDUNHW� 

Supervision improved, the role of unlicensed brokers became limited, and the market witnessed an impressive 

LQFUHDVH LQ WUDGLQJ YROXPH� %HWZHHQ WKH LVVXDQFH RI 6$0$ńV ŬUVW WUDGLQJ EXOOHWLQ LQ ���� DOO WKH ZD\ WR 

2003, stock trading rose from nearly 4 million to more than 5.5 billion shares. Similarly, the value of shares 

WUDGHG LQFUHDVHG IURP 6$5 ��� PLOOLRQ WR 6$5 ����� ELOOLRQ DQG WKH PDUNHW YDOXH RI VKDUHV JUHZ IURP 6$5 �� 

ELOOLRQ WR 6$5 ��� ELOOLRQ� 2YHU WKH VDPH SHULRG� WKH QXPEHU RI WUDQVDFWLRQV LQFUHDVHG IURP ����� WKRXVDQG 

WR PRUH WKDQ ��� PLOOLRQ� FRLQFLGLQJ ZLWK D ULVH LQ WKH JHQHUDO VWRFN PDUNHW LQGH[ IURP ��� WR ����� SRLQWV� 

By the end of 2003, there were 70 joint-stock companies traded in the Saudi market with an average market 

value of SAR 8.250 billion (USD 2.2 billion) for each company (Figure 12),         compared to 44 companies only in 

����� 
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%HWZHHQ ���� DQG ����� WKH JHQHUDO VWRFN SULFH LQGH[ ŭXFWXDWHG DFFRUGLQJ WR ORFDO� UHJLRQDO� DQG 

LQWHUQDWLRQDO DIIDLUV� 7KH %ODFN 0RQGD\ FULVLV RI ���� KDG SRVLWLYH RXWFRPHV DW D ORFDO OHYHO DV LQYHVWRUV 

decided to move their capital to the Saudi market, which was further sustained by rising oil prices. However, 

WKH LQGH[ IHOO VKDUSO\ DIWHU WKH ,UDTL LQYDVLRQ RI .XZDLW LQ ����� 7KH IROORZLQJ \HDU� PRUH UHSDWULDWHG FDSLWDO 

ZDV LQMHFWHG LQWR WKH HFRQRP\ DQG WKH LQGH[ URVH DJDLQ WKURXJK ����� +RZHYHU� IROORZLQJ WKH *XOI :DU� RLO 

SULFHV IHOO� FDXVLQJ D VOXPS WKDW ODVWHG XQWLO ����� ,Q ����� WKH HFRQRP\ HQWHUHG LQWR D UHFRYHU\ SHULRG DV 

RLO SULFHV URVH RQFH DJDLQ� ,Q ����� VWRFN WUDGLQJ DFWLYLWLHV VORZHG� OHDGLQJ WR D GHFOLQH LQ WKH JHQHUDO SULFH 

LQGH[ GXH WR ORZ RLO SULFHV DQG WKH ŬQDQFLDO FULVHV LQ $VLD DQG 5XVVLD WKDW \HDU� ,Q ����� WKHUH ZDV DJDLQ 

an upturn in the economy following an increase in oil prices and the injection of foreign capital through 

investment funds.  

As the Kingdom pursued economic reforms, such as lowering tariffs and improving the performance of 

WKH EDQNLQJ DQG FHPHQW VHFWRUV� WKH FRXQWU\ńV HFRQRP\ FRQWLQXHG WR ŭRXULVK� 0RUHRYHU� PDUNHW OLTXLGLW\ 

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 2000 2001 2002 2003
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12 Number of Listed Joint-Stock Companies (1985-2003). 
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LPSURYHG IROORZLQJ ���� DV 6DXGL FDSLWDO UHWXUQHG WR WKH ORFDO HFRQRP\� 67&ńV RIIHULQJ LQ ���� DOVR ERRVWHG 

WKH VWRFN PDUNHW� OHDGLQJ WR WKH KLJKHVW LQFUHDVH LQ WKH JHQHUDO LQGH[ VLQFH ����� )LJXUHV ����� VKRZ PDLQ 

VWRFN PDUNHW VWDWLVWLFV IURP ���� WR ����� 

Number of traded shares in million (1985-2003)
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16 Number of Transactions (1985 -2003). 

17 General Stock Price Index (1985 -2003). 
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,Q FRPSDULVRQ WR LQWHUQDWLRQDO PDUNHWV IURP HDUO\ ���� WR WKH HQG RI ����� 7$6, LQFUHDVHG ����� 6LPLODUO\� 

the Kuwaiti market rose 208%. However, the Arab Monetary Fund Index, which measures the performance 

of Arab capital markets combined, only grew 34%. Moreover, the IFC index for emerging markets had a 55% 

LQFUHDVH� 2Q WKH RWKHU KDQG�   06&, 86$ ,QGH[ DQG 1$6'$4 IHOO ��� DQG ��� UHVSHFWLYHO\� $V IRU WKH 'RZ -RQHV 

Industrial Average, it rose no more than 14%. Other international market indices experienced a downturn 

over the same period, such as France’s CAC 40, Germany’s DAX, UK’s FTSE 100, and Japan’s Nikkei 225. 

8.2. A Reflection 

For two decades, regulatory committees strove to improve market conditions and technology. However, the 

journey was far from ideal. One of the issues faced over this period was the presence of multiple authorities 

in charge of market supervision and regulation. This was an uncommon practice in international capital 

markets, which had independent entities with legislative and executive powers. Saudi banks played a major 

role in trading activity, and thus the supervision by SAMA appeared appropriate.  This approach had to be 

UHFRQVLGHUHG LQ OLQH ZLWK FRQYHQWLRQDO SUDFWLFH� WKXV SDYLQJ WKH ZD\ IRU OLFHQVHG EURNHUDJH ŬUPV� 

(YHQ WKRXJK VWRFN WUDGLQJ ZDV OLPLWHG WR EDQNV� EURNHUDJH ŬUPV FRQWLQXHG WR RSHUDWH LQGLUHFWO\ E\ SURYLGLQJ 

investment management and consulting services. 

Despite its overall positive performance during that period, the stock market lacked sophisticated technology 

and effective legislation. For example, there were no laws for litigation or market violations, which led to 

FRQŭLFWV� UXPRXUV� DQG PLVLQIRUPDWLRQ�  

It was clear that the time had come for government entities to examine the situation and reconsider their 

legislative framework. As a result, the capital market was restructured, and the scene was set for plans that 

ZRXOG SURYLGH DPSOH RSSRUWXQLWLHV IRU PDUNHW SOD\HUV� ,Q 6HSWHPEHU ����� WKH &XVWRGLDQ RI WKH 7ZR +RO\ 

Mosques King Fahd Bin Abdulaziz Al Saud issued directives on launching an initiative to update and regulate 

WKH FDSLWDO PDUNHW� &RQVHTXHQWO\� WKH 0LQLVWU\ RI )LQDQFH DQG 1DWLRQDO (FRQRP\ UHTXHVWHG WKH :RUOG %DQN 

provide recommendations on developing the Saudi capital market.   
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8.3. World Bank Recommendations  

,Q 1RYHPEHU ����� WKH :RUOG %DQN VXEPLWWHG D UHSRUW WR WKH 6DXGL JRYHUQPHQW� 7KH UHSRUWńV H[HFXWLYH 

summary provided an overview of Saudi Arabia’s initiatives during the 20th century, including the formation 

of the Ministerial and Standing Supervisory Committees and their role in laying a solid foundation for a 

developed stock market. 

7KH UHSRUW FRPPHQGHG WKH HIIRUWV PDGH E\ WKH .LQJGRP GXULQJ WKH PLG�����V� VXFK DV IDFLOLWDWLQJ UHJXODWHG 

brokerage services through Saudi banks and ensuring a sound environment for trading and initial offerings. 

$IWHU FRQVLGHUDWLRQ RI WKH PDUNHWńV FRPSRQHQWV EHWZHHQ WKH PLG�����V DQG PLG�����V� VXFK DV LQWURGXFLQJ 

KLJKO\ UHOLDEOH WUDGLQJ V\VWHPV� WKH :RUOG %DQN SURSRVHG UHFRPPHQGDWLRQV RQ IXUWKHU GHYHORSLQJ WKH 6DXGL 

market’s operations and regulations. 

One of the major shortcomings over that period was that the Saudi stock market did not contribute effectively 

to achieving two objectives of the country’s Sixth Development Plan: providing more long-term investment 

opportunities for the private sector and increasing citizens’ participation in economic growth.  

Additionally, the report highlighted several barriers that prevented the Saudi market from moving forward, 

most notably the ambiguity of market legislation, and the role of regulation being performed by two entities 

(SAMA and the Ministry of Commerce). Moreover, it was mentioned that shares offered for public subscription 

since the formation of the Ministerial Committee were small-scale compared to market size and substantial 

SHUVRQDO VDYLQJV� 7R DGGUHVV WKHVH LVVXHV� WKH :RUOG %DQN VXJJHVWHG OLFHQVLQJ EURNHUDJH ŬUPV WR RSHUDWH 

and promote competition. Furthermore, the following recommendations were given on introducing a 

comprehensive legislative and regulatory framework for the capital market: 

- Introducing a capital market law to address existing gaps and introducing binding, standardised market 

legislation with an emphasis on disclosure and transparency requirements. 

- Forming a new independent entity for market supervision. 

- Introducing a governance structure for operating and supervising the trading system with limited 

government involvement. 

)LJXUH �� KLJKOLJKWV NH\ GHYHORSPHQWV LQ WKH 6DXGL VWRFN PDUNHW EHWZHHQ ���� DQG ����� 
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18 Key Saudi stock market developments (1983-2002) 

Following the issuance of the report, SAMA and the Ministry of Finance formed a task group in 1999 

to implement the World Bank’s recommendations, to prepare a draft of the Capital Market Law, and 

undertake studies to form an independent capital market authority. These were the key measures 

that ushered in the establishment of a modern, internationally competitive Saudi capital market.
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The First StageP h a s e  T h r e e Phase Three 



���

Market Story

Documentation of the Saudi Capital Market History

The First StageP h a s e  T h r e e Phase Three 
(2003- 2020)
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Phase Three 
Part 3: Founding the Capital 
Market System 

Chapter 9:   Capital Market Law: A Paradigm Shift
Chapter 10: Establishment of the Capital Market 

Authority 
Chapter 11: Laying the Foundations of Litigation 

and Oversight
Chapter 12: Regulating the Capital Market and its 

Institutions
Chapter 13: 7KH 6WRFN 0DUNHW %XEEOH RI ���� 
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Chapter 9:   Capital Market Law: A Paradigm Shift 

Over the course of two decades, SAMA and the Ministerial and Standing Supervisory Committees made great 

HIIRUWV WR VXSHUYLVH DQG GHYHORS WKH 6DXGL VWRFN PDUNHW� 7KLV VSDQQHG WKH SHULRG IURP ��UG 'HFHPEHU ����� 

when stock trading was limited to local banks, until the early 2000s. As previously discussed in Part 2 of this 

SXEOLFDWLRQ� WKH :RUOG %DQN KDG VXEPLWWHG D UHSRUW WR WKH 6DXGL JRYHUQPHQW LQ ZKLFK LW FRPPHQGHG WKRVH 

efforts and provided recommendations for accommodating capital market developments by introducing a 

comprehensive regulatory framework to support the country’s economy.  

%DVHG RQ WKH :RUOG %DQN UHSRUW� WKH 0LQLVWHULDO &RPPLWWHH WDVNHG 6$0$ WR XQGHUWDNH D VWXG\ RQ VWRFN PDUNHW 

GHYHORSPHQW LQ ����� 2Q �UG -DQXDU\ ����� WKH ŬQGLQJV ZHUH VXEPLWWHG WR +LV ([FHOOHQF\ 0LQLVWHU RI )LQDQFH 

Chapter 9 | Capital Market Law: A Paradigm Shift
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58 A Letter on the Saudi Stock Market Development Programme (1998). 

and National Economy. The study recommended 

replacing the term “stock market” with the more 

inclusive “capital market” to cover investment 

funds and other securities. Moreover, the study 

SURYLGHG DQ RYHUYLHZ RI WKH :RUOG %DQNńV UHSRUW 

and highlighted developments in other markets in 

terms of organisation and supervision. A market 

GHYHORSPHQW SURJUDPPH EDVHG RQ :RUOG %DQN 

recommendations was also offered. Document 58 

is the letter sent by His Excellency Governor of 

SAMA to His Excellency Minister of Finance on the 

Saudi stock market development programme. 

Regulatory authorities were focused on adopting 

the regulatory standards of the International 

Organization of Securities Commissions (IOSCO) 
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which introduced securities regulation principles based on three objectives: protecting investors; ensuring 

WKDW PDUNHWV DUH IDLU� HIŬFLHQW� DQG WUDQVSDUHQW� DQG UHGXFLQJ V\VWHPLF ULVN� 

   IOSCO provided 38 principles in 10 categories related to different regulatory aspects. For example, principles 

relating to the regulator included the following: setting clear and objectively stated responsibilities; being 

operationally independent and accountable in the exercise of functions and powers; having adequate 

powers, proper resources, and the capacity to perform functions and exercise powers; adopting clear and 

consistent regulatory processes; having a staff that observes the highest professional standards, including 

DSSURSULDWH VWDQGDUGV RI FRQŬGHQWLDOLW\� KDYLQJ RU FRQWULEXWLQJ WR D SURFHVV WR LGHQWLI\� PRQLWRU� PLWLJDWH� 

and manage systemic risk; and having or contributing to a process to review the perimeter of regulation 

regularly. Additionally, IOSCO provided principles for the regulator’s role in enforcing securities regulation, 

such as having comprehensive enforcement, inspection, investigation, and surveillance powers. 

Moreover, IOSCO provided principles relating to the following: issuers; auditors, credit rating agencies, and 

other information providers; collective investment schemes, market intermediaries; secondary and other 

markets; and clearing and settlement. 

)RXQGHG LQ ����� WKH ,QWHUQDWLRQDO 2UJDQL]DWLRQ RI 6HFXULWLHV &RPPLVVLRQV �,26&2� LV WKH LQWHUQDWLRQDO ERG\ 

that brings together the world's securities regulators and is recognised as the global standard setter for 

the securities sector. IOSCO develops, implements, and promotes adherence to internationally recognised 

standards for securities regulation. 

9.1. Capital Market Law: Draft Bill 

5HJXODWRU\ DXWKRULWLHV LQ WKH .LQJGRP PDGH VXUH WR DGKHUH WR ,26&2 VWDQGDUGV DQG EHQHŬW IURP WKH 

experiences of other countries to develop a regulatory framework and IT infrastructure for the Saudi capital 

market. 

Since legislation should precede an organisation, a legal group of experts from SAMA, the Ministry of Finance 

and National Economy, and other capital market entities was formed to draft a bill for the Capital Market 

Law. Moreover, capital market laws of developed nations, such as the United States, the Netherlands, and 

Chapter 9 | Capital Market Law: A Paradigm Shift
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Denmark, were examined for relevance. However, since many of these laws were not adaptable to the Saudi 

PDUNHW� WKH OHJDO JURXS UHVRUWHG WR H[DPLQLQJ WKH ODZV RI VLPLODU HPHUJLQJ PDUNHWV WKDW DGRSWHG :RUOG %DQN 

and IOSCO recommendations. 

Furthermore, SAMA and the Ministry of Finance formed a review team headed by His Excellency Minister 

of Finance Dr. Ibrahim Abdul Aziz Al-Assaf. The team consisted of Their Excellencies Governor of SAMA Mr. 

Hamad Saud Al-Sayyari, Vice Governor of SAMA Dr. Muhammad Sulaiman Al-Jasser, Deputy Governor of SAMA 

0U� -DPPD] $EGXOODK $O�6XKDLPL� DV ZHOO DV D GLVWLQJXLVKHG JURXS RI SURPLQHQW ŬJXUHV IURP UHOHYDQW VWDWH 

agencies, such as Their Excellencies Chairman of the Supreme Economic Council Dr. Abdulrahman Abdulaziz 

Al-Tuwaijri, Deputy Minister of Finance Dr. Hamad Sulaiman Al-Bazai, and Dr. Fahad Abdullah Al-Mubarak. 

Drafting the Capital Market Law was an ambitious commitment that took several years to complete.  Enacting 

laws took a long time in the Kingdom as there were several authorities involved in the process. 

The team and legal groups relied on their extensive expertise to come up with a draft bill that takes all market-

UHODWHG LVVXHV LQWR DFFRXQW DQG DW WKH VDPH WLPH OHDYHV URRP IRU IXWXUH UHJXODWLRQV� 2Q ��WK 'HFHPEHU 

����� WKH 6KXUD &RXQFLO DSSURYHG WKH GUDIW ELOO� ZKLFK ZDV WKHQ DSSURYHG E\ WKH &RXQFLO RI 0LQLVWHUV RQ ��WK 

June 2003. Finally, on 31st July 2003, a Royal Decree approved the promulgation of the Capital Market Law. 

After the Law was passed, the Saudi market grew steadily, boosted by the STC public subscription, which 

PDUNHG D QHZ HUD LQ WKH KLVWRU\ RI WKH FRXQWU\ńV FDSLWDO PDUNHW� $ FRPSDULVRQ RI ŬJXUHV IURP ���� WR WKH 

promulgation of Capital Market Law in 2003 shows remarkable improvements.   

From 2001 to 2003, the general stock market index rose from 2,403 to 4,438 points. Additionally, the number 

RI VKDUHV WUDGHG LQFUHDVHG IURP ��� PLOOLRQ WR ��� ELOOLRQ ZLWK D FRUUHVSRQGLQJ LQFUHDVH LQ WUDQVDFWLRQV IURP 

��� WKRXVDQG WR ��� PLOOLRQ� /DVWO\� WKH PDUNHW YDOXH JUHZ IURP 6$5 �� ELOOLRQ WR ��� ELOOLRQ� 
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9.2. Promulgation of Capital Market Law 

59 Royal Decree M/30 on Approving Capital Market Law. 

Following positive sentiment surrounding STC’s 

public subscription, Royal Decree M/30 of 31st 

-XO\ ���� ZDV LVVXHG �'RFXPHQW ���� 7KH GHFUHHł

signed by the late King Fahd Bin Abdulaziz Al Saud—

approved the Capital Market Law, which aimed to 

create a fair, modern, and regulated capital market 

that would help achieve the country’s ambitions. 

Moreover, the decree included directives on 

appointing the Capital Market Authority’s board, 

which was to assume its powers immediately to 

make relevant arrangements before the Law’s 

enforcement.   

In this context, the decree gave CMA Board the 

responsibilities of Tadawul's board of directors 

until its formation. 

The previously issued Council of Ministers’ 

5HVROXWLRQ 1R� �� RI ��WK -XQH ���� �'RFXPHQW 

��� VWLSXODWHG WUDQVIHUULQJ DOO DIŬOLDWHV� ULJKWV� DQG 

obligations of the Tadawul Electronic System (TES) and the Saudi Shares Registration Company, including 

records and movables and immovables, to the Capital Market Authority (CMA) and the Saudi Stock Exchange 

in collaboration with SAMA. Moreover, employees of SAMA’s Stock Control Department were to be transferred 

to the CMA. 

Since the CMA was yet to be founded, the ministerial resolution took into consideration the particulars 

of the transition, so it allowed the continuation of stock listing and trading practices until they became 

subject to the Capital Market Law upon its promulgation. Moreover, all directives, rules, and regulations of 
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the Ministerial and Standing Supervisory Committees were to remain in effect until they were cancelled, 

amended, or replaced by the CMA after its formation.  

These decisions ensured market stability by allowing the continuation of existing legislation and practices 

until the formation of the CMA and promulgation of the Capital Market Law. Therefore, banks continued to 

act as brokers and the TES remained in operation until the CMA assumed its new responsibilities. Document 

�� LV WKH &RXQFLO RI 0LQLVWHUVń 5HVROXWLRQ RQ DSSURYLQJ WKH &DSLWDO 0DUNHW /DZ� 

60 Council of Ministers’ Resolution No. 91 on Approving the Capital Market Law.
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The Capital Market Law of 20031 FRQVLVWHG RI �� FKDSWHUV �)LJXUH ��� DQG �� DUWLFOHV WKDW DGGUHVVHG 

regulating securities issuance and trading, monitoring the activities of CMA-licensed entities, and protecting 

citizens and investors from unfair or illegal practices.  

1  Capital Market Law chapters have changed following amendments introduced in 2019 (to be discussed later).

19 Chapters of the Capital Market Law of 2003. 
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9.3. Towards a Better Capital Market Future 

The Capital Market Law of 2003 supported the Kingdom’s development by providing a solid regulatory 

framework that aimed at restructuring the country’s capital market and ensuring transparency under the 

CMA, which was to assume the roles of the Ministerial and Standing Supervisory Committees, and the Stock 

Control Department. 

)RU WKH ŬUVW WLPH� WKH /DZ VHUYHG DV WKH PDLQ UHIHUHQFH IRU WKH FRXQWU\ńV FDSLWDO PDUNHW E\ VWLSXODWLQJ 

principles and foundations that govern market participants and operations. Moreover, the Law provided clear 

instructions on disclosure and transparency and introduced sanctions and penalties for violations to promote 

fairness and trust. 

Furthermore, control and supervision were separated from executive and operational functions. The former 

was a mandate of the CMA and the latter were the responsibilities of the Exchange, which was to be formed 

as a joint-stock company and an entity authorised to operate the Saudi securities market. 

The Capital Market Law also stipulated the formation of the Committee for the Resolution of Securities 

Disputes (CRSD) as well as the Appeal Committee for the Resolution of Securities Disputes (ACRSD), with 

the latter to be formed following a resolution by the Council of Ministers. The Committees had jurisdiction 

over disputes, lawsuits, and violations, in public and private actions, falling within the provisions of the 

Capital Market Law, its Implementing Regulations, and the regulations, rules and instructions of the CMA and 

the Exchange. Additionally, the Law contained provisions on forming the Securities Depository Centre as the 

only entity responsible for the deposit, transfer, settlement, and clearing of market securities. 

As the provision of brokerage services was being transferred from banks to licensed institutions, the Capital 

Market Law provided provisions for regulating brokers. Furthermore, the CMA had the power to introduce 

relevant conditions and requirements that brokers had to adhere to prior to obtaining a licence. 

In addition, a whole chapter in the Capital Market Law was dedicated to investment funds and collective 

investment schemes, which were to be supervised by the CMA rather than SAMA. However, existing rules 
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for the regulation of investment funds were to remain in force until the CMA Board assumed its mandate 

RIŬFLDOO\� 

On a similar note, the Capital Market Law enabled investors to pursue investment in securities, thus 

diversifying investment opportunities within a growing capital market governed by comprehensive 

regulations. Furthermore, the law encouraged large companies, especially family-owned corporations, to 

transition into joint-stock companies as it was expected that the market would attract savings following 

measures that ensure fairness and independence.    

9.4. Capital Market Law: Rules and Foundations 

There are two models adopted by capital market regulatory systems depending on their underlying philosophy 

or logical basis: disclosure-based regulation (DBR) and merit-based regulation (MBR). The former is adopted 

by many countries around the world, such as the United States, Malaysia, Hong Kong, Singapore, and India, 

while the latter is adopted to a certain extent by countries such as China and the Philippines. 

,Q 0%5� D FDSLWDO PDUNHW UHJXODWRU LGHQWLŬHV LQYHVWPHQW ULVNV EHIRUH DSSURYLQJ WKH LVVXDQFH RI VHFXULWLHV RU 

investment products. MBR assumes that market regulators are better informed than investors and can better 

decide the merits of transactions on their behalf. Therefore, MBR poses restrictions on investors’ autonomy. 

In contrast, DBR does not intervene in market mechanisms or make judgments about securities or investment 

RSSRUWXQLWLHV� ,QVWHDG� '%5ńV VROH SXUSRVH LV WR HQVXUH WKDW LQYHVWRUV DUH SURYLGHG ZLWK VXIŬFLHQW� DFFXUDWH� 

and timely disclosure of all relevant information regarding a company’s business and securities to allow them 

to make informed investment decisions. In other words, DBR does not make investment decisions on behalf 

of investors, as regulators are only meant to ensure the accuracy of disclosures. 

The Capital Market Law adopted the DBR model of disclosing key information to investors and market 

SDUWLFLSDQWV� 7KH &0$ ZDV PDGH UHVSRQVLEOH IRU DFKLHYLQJ IDLUQHVV� HIŬFLHQF\� DQG WUDQVSDUHQF\ LQ VHFXULWLHV 
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transactions. Moreover, the Law stipulated that the CMA is supposed to regulate and monitor the full 

disclosure of information regarding securities and their issuers and the dealings of informed persons and 

PDMRU VKDUHKROGHUV DQG LQYHVWRUV� DV ZHOO DV GHŬQH DQG PDNH DYDLODEOH LQIRUPDWLRQ ZKLFK WKH SDUWLFLSDQWV 

in the market should provide and disclose to shareholders and the public. This means that the CMA does not 

intervene in market mechanisms or in determining or changing the fair value of stocks. Additionally, and 

according to the Capital Market Law, the CMA is not involved in stock price changes, nor does it have the right 

to take part in determining subscription or trading prices. However, the CMA was given the right to bring legal 

action before the Committee for the Resolution of Securities Disputes against any person who violated any 

provisions of the Capital Market Law, the regulations or rules issued by the CMA, or the regulations of the 

Exchange. 

On the other hand, the CMA had absolute authority to determine the information to be disclosed. Moreover, 

if a prospectus contained incorrect information pertaining to core matters or omitted key information, the 

CMA had the right to take legal action against those responsible for any damages that may arise from those 

YLRODWLRQV� 7KH &0$ DOVR KDG WKH ULJKW WR PRQLWRU DQG WDNH OHJDO DFWLRQ DJDLQVW LVVXHUV RI ŬQDQFLDO UHSRUWV 

who violated disclosure and transparency requirements. 

The Capital Market Law provided instructions that made companies adopt strict internal controls to ensure 

that both corporate and public interests were protected. 

Apart from provisions that aimed to protect the market and investors from illegitimate practices, the Capital 

Market Law also introduced provisions of regulation. Overall, the CMA was tasked with regulating, monitoring, 

and supervising the capital market without intervening in market operations or mechanisms. 
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9.5. Capital Market Law: Features 

Unlike other laws of the Kingdom, the Capital Market Law had the following distinguishing features: 

9.5.1.  An Independent Capital Market Authority 
The Capital Market Law provided for the establishment of the CMA as an independent authority that directly 

reports to the President of the Council of Ministers, thus giving a legal personality1 WR HQVXUH LW IXOŬOV LWV 

mandate as required. 

0RUHRYHU� WKH /DZ VWLSXODWHG WKH ŬQDQFLDO DQG DGPLQLVWUDWLYH DXWRQRP\ RI WKH &0$� $FFRUGLQJ WR WKH /DZ� 

the CMA was to have a separate annual budget that would be submitted to the Minister of Finance. Moreover, 

the CMA was to have independent resources as ordained by the Law and any sums owed to the CMA by third 

parties were considered public funds. At the same time, the CMA was vested with all authorities necessary 

to perform its responsibilities and functions under the Law. It also had the exemptions and facilities enjoyed 

by public organisations and its personnel were subject to the Labour Law.  

1  An independent entity with legal rights, privileges, responsibilities, and obligations to achieve a certain purpose.

20 Key Features of the Capital Market Law of 2003. 
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9.5.2 A Dedicated Board 
One of the features that distinguished the Capital Market Law from other Saudi laws was the stipulations 

WKDW D &0$ %RDUG EH IRUPHG SXUVXDQW WR D 5R\DO 2UGHU� 7KH %RDUG ZDV WR EH FRPSRVHG RI ŬYH SURIHVVLRQDOO\ 

TXDOLŬHG PHPEHUV HPSOR\HG RQ D IXOO�WLPH EDVLV� 0RUHRYHU� WKHLU VDODULHV DQG EHQHŬWV ZHUH WR EH GHWHUPLQHG 

E\ 5R\DO 2UGHU WR HQVXUH WKHLU LQGHSHQGHQFH DQG LPSDUWLDOLW\ DQG HOLPLQDWH DQ\ FRQŭLFW RI LQWHUHVW� 

Additionally, board members were prohibited from engaging in another profession or job, including assuming 

a position or a post in any company, in the government, or in public or private institutions, thus ensuring 

WKH KLJKHVW OHYHO RI LQGHSHQGHQFH DQG DYRLGLQJ FRQŭLFW RI LQWHUHVWV� 8QOLNH PRVW ERDUGV� ZKHUH PHPEHUV 

UHSUHVHQW DQG DUH LQŭXHQFHG E\ VHFWRUV WKH\ DUH DIŬOLDWHG ZLWK� DQ LQGHSHQGHQW GHGLFDWHG ERDUG DW WKH &0$ 

meant higher levels of commitment and responsibility.  

The formation of a dedicated board was necessary to ensure the independence of the Saudi capital market, 

HVSHFLDOO\ VLQFH WKH DXWKRULWLHV RI WKH ERDUG ZHUH VLJQLŬFDQWO\ GLIIHUHQW IURP WKRVH RI RWKHU PLQLVWULHV 

RU ŬQDQFLDO DXWKRULWLHV� )XUWKHUPRUH� WKLV VWHS DOLJQHG ZLWK FRQYHQWLRQDO SUDFWLFH LQ LQWHUQDWLRQDO FDSLWDO 

PDUNHWV� ,W ZDV DOVR PHDQW WR DYRLG DQ\ FRQŭLFWV RI LQWHUHVW RU MXULVGLFWLRQ� DV PHQWLRQHG LQ WKH :RUOG %DQN 

report on how the Saudi capital market operated for two decades under a trilateral Ministerial Committee 

consisting of the Governor of SAMA, Minister of Finance, and Minister of Commerce, and under the direct 

authority of the Supervisory Committee that was comprised of ministerial undersecretaries.   

9.5.3 Far-Reaching Powers 
Enactment of the Capital Market Law brought about a new era for the Saudi capital market. Even though 

the CMA was going to be entrusted with tasks similar to those of SAMA, legislators nevertheless ensured 

that the CMA would have a dedicated board with legislative powers, which was uncommon at the time, to 

regulate the capital market and oversee its development. 

The Law granted the CMA Board the power to introduce internal regulations, set forth the manner in which 

personnel, advisors, auditors, and any other experts would be appointed as necessary, as well as specify 

how the CMA’s functions, responsibilities, and operations would be organised among its divisions and 
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GHSDUWPHQWV� 0RUHRYHU� WKH /DZ JUDQWHG WKH %RDUG VSHFLŬF SRZHUV DQG WKH ULJKW WR GHOHJDWH� E\ D SXEOLVKHG 

resolution, any of its functions, except for powers conferred by the Capital Market Law exclusively upon the 

Board. Furthermore, the CMA Board was named -as such to stress its independent legal form- as a legislative 

and regulatory entity as well as to distinguish it from boards of directors of other authorities and institutions. 

9.5.4 Unprecedented Legislative Delegation  
The Capital Market Law is explicit in terms of delegating legislative powers. In fact, the previous  legislation 

in the Kingdom did not have such a level of delegation. According to the Capital Market Law, the CMA Board 

enjoyed considerable powers in introducing internal and implementing regulations as well as issuing rules 

and instructions. Unlike other ministries and authorities which are usually given powers to issue regulations 

LQ VSHFLŬF FRQWH[WV� WKH VSHFLDO QDWXUH RI WKH ERDUGńV UHVSRQVLELOLWLHV MXVWLŬHG WKH QHZ GHOHJDWLRQ DSSURDFK� 

especially as capital market legislation required numerous regulations to address a dynamic market, with a 

variety of participants. 

Furthermore, powers were delegated to the CMA to introduce regulations and rules on various issues related 

to the capital market and securities, such as determining the type of information that must be disclosed by 

LVVXHUV DQG GHŬQLQJ OHJDO WHUPLQRORJ\� 

7KH &0$ ZDV JLYHQ WKH SRZHU WR LQWURGXFH UHJXODWLRQV DQG GHŬQH OHJDO WHUPLQRORJ\ WR DFFRPPRGDWH WKH 

changing nature of the capital market. The Capital Market Law does not delve into the details of regulations 

and procedures, otherwise it would have to be amended regularly, which in turn would hamper legal stability. 

Instead, the Capital Market Law set the legal framework and gave the CMA powers to identify regulatory 

UHTXLUHPHQWV WKURXJK UXOHV DQG UHJXODWLRQV� DV LV WKH FDVH LQ VHYHUDO :HVWHUQ FRXQWULHV� VXFK DV 'HQPDUN� 

the Netherlands, the United Kingdom, and the United States. 

Chapter 9 | Capital Market Law: A Paradigm Shift

Phase Three / Part 3



153

Market Story

Documentation of the Saudi Capital Market History

9.5.5. Remarkable Resilience  
6HYHUDO UHDVRQV DFFRXQW IRU WKH UHJXODWRU\ UHVLOLHQFH RI WKH &DSLWDO 0DUNHW /DZ� 7KH ŬUVW LV WKH JUHDW HIIRUWV 

of the legal group that introduced the draft bill under the leadership of His Excellency late Jammaz Al-Suhaimi, 

'HSXW\ *RYHUQRU RI 6$0$� &KDLUPDQ RI WKH 6XSHUYLVRU\ &RPPLWWHH� DQG WKH ŬUVW &KDLUPDQ RI WKH %RDUG RI 

CMA. Al-Suhaimi’s team made visits to different countries and well-established markets to examine their 

market systems and adopted relevant regulations for the Saudi capital market. Consequently, the Capital 

0DUNHW /DZ ZDV IRUPXODWHG LQ D ZD\ WKDW JLYHV WKH &0$ WKH IUHHGRP WR LGHQWLI\ PDUNHW�VSHFLŬF WDVNV DQG 

SURFHGXUHV� WKXV PDNLQJ WKH /DZ VXIŬFLHQWO\ UHVLOLHQW WKDW LW KDV QRW EHHQ DPHQGHG IRU PRUH WKDQ �� \HDUV� 

This resilience enabled the CMA to assume its role in developing the market and enforcing regulatory 

measures according to changing market conditions at regional and international levels. 

9.5.6. Precise Legal Drafting  
The legal language of the Capital Market Law was the result of efforts made by an elite group of experts 

LQ DGPLQLVWUDWLRQ� ŬQDQFH� DQG ODZ� 7KH GUDIW ELOO GHŬQHG ŬQDQFLDO WHUPLQRORJ\ LQ WKH ŬUVW DUWLFOH� RXWOLQHG 

what constituted securities in the second, and highlighted which instruments that may not be considered 

securities in the third, such as cheques and bills of exchange. 

By doing so, the provisions of the Capital Market Law were decisive and precise, leaving no room for 

PLVLQWHUSUHWDWLRQ� 0RUHRYHU� WKH &0$ ZDV JLYHQ WKH DXWKRULW\ WR GHŬQH DQG H[SODLQ WKH WHUPV DQG SURYLVLRQV 

of the Capital Market Law.  
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9.5.7. Judicial Powers 
One of the Capital Market Law’s distinguishing features was dedicating a judicial body named the Committee 

for the Resolution of Securities Disputes. The Law stipulated that the Committee should consist of legal 

consultants with expertise in capital market affairs, thus ensuring the resolution of securities disputes 

successfully through a dedicated judicial body. 

Moreover, the Law granted the Committee all necessary powers to investigate and settle claims, including the 

power to issue subpoenas to witnesses, order the production of evidence and documents, issue decisions, 

and impose sanctions. Furthermore, the Law stipulated the establishment of the Appeal Committee for 

the Resolution of Securities Disputes (ACRSD), which had the jurisdiction of considering objections to the 

GHFLVLRQV RI &56' EDVHG RQ WKH LQIRUPDWLRQ VWLSXODWHG LQ WKH FODLP� ZLWK $&56'ńV GHFLVLRQV EHLQJ ŬQDO� 

Unlike the Ministerial Committee, the CMA was given the power to examine witness statements, inspect 

requested records, and impose sanctions on violators of the Capital Market Law’s provisions and the CMA’s 

regulations and rules.  
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9.5.8. Clear Separation of Powers 
The Capital Market Law introduced a clear separation of powers. Legislative and regulatory authority were 

mandates of the CMA, while executive authority (which existed before the Capital Market Law) was given to 

the Exchange, which was to replace TES (including the rights and assets of SSRC). 

The paradigm shift in the Saudi capital market was evident in the licensing of new institutions to engage in 

securities brokerage. This was a major change, given that the provision of brokerage services had previously 

been limited to banks.  

The promulgation of the Capital Market Law was a major government contribution to the country’s economic 

development, especially since it was passed at a time of accelerating domestic and international changes. 

7KH /DZ SURPRWHG FRQŬGHQFH LQ WKH FDSLWDO PDUNHW E\ HPSKDVLVLQJ WUDQVSDUHQF\ DQG LQWURGXFLQJ D 

comprehensive legal framework to ensure fairness and sound practices. 
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Chapter 10: Establishment of the Capital Market 
Authority

As discussed in the previous chapter, the Capital Market Law stipulated the establishment of the CMA 

as an independent authority to regulate the capital market by ensuring fairness and equal investment 

opportunities. 

10.1. From Capital Market Law to Capital Market Authority 

The Capital Market Law required the transfer of the responsibilities that had been previously assumed by 

SAMA, the Ministerial and Standing Supervisory Committees, to the new authority with extensive powers 

for the regulation and development of the capital market. Moreover, the Law ensured that there would be no 

legal vacuum during the transition period and until the CMA was operational.  

2QH RI WKH OHDGLQJ ŬJXUHV ZKR SOD\HG DQ LPSRUWDQW UROH LQ PDQDJLQJ WKH WUDQVLWLRQDO SHULRG ZDV +LV 

Excellency Jammaz Al-Suhaimi, Deputy Governor of SAMA and Chairman of the Supervisory Committee. Al-

Suhaimi contributed greatly to the development of the banking sector and the regulation of the Saudi capital 

market. He also oversaw the drafting of the Capital Market Law. 

To ensure a smooth transition, the Council of Ministers’ Resolution on the Capital Market Law stipulated the 

transfer of SAMA’s Stock Control Department personnel to the CMA, dividing them into two groups: one for 

managing TES until the establishment of an independent company to manage the Exchange, and another 

that would serve at the CMA following its establishment. Consequently, the two groups assumed their new 

responsibilities and moved to work at Tawuniya Towers in Riyadh under SAMA’s supervision. At the same 

time, existing rules and procedures of the Ministerial and Standing Supervisory Committees remained in 

IRUFH GXULQJ WKH WUDQVLWLRQ WR HQVXUH WKH FRQWLQXDWLRQ RI PDUNHW RSHUDWLRQV XQWLO WKH ŬUVW &0$ ERDUG ZDV 

formed. 

Chapter 10| Establishment of the Capital 
Market Authority

Phase Three / Part 3



157

Market Story

Documentation of the Saudi Capital Market History

During the transition period, SAMA launched a training programme for future CMA personnel who consisted 

of SSRC contract specialists and employees of the Stock Control Department. To this end, SAMA contracted 

the National Association of Securities Dealers (NASD1) to develop the team’s capabilities and to ensure its 

PHPEHUV ZHUH TXDOLŬHG WR ZRUN DW WKH &0$� ZKLFK ZDV WR EHFRPH D OHJLVODWLYH HQWLW\ WKDW VXSHUYLVHV WKH 

capital market. 

In preparation for the launch of the CMA, the Tadawul website for stock trading was being developed to 

incorporate the latest technologies. Furthermore, several family-owned companies started to consider 

transforming their businesses into joint-stock companies. These included Jarir, which became a joint-stock 

company in 2003 and was listed on the Saudi Stock Exchange with a capital of SAR 240 million. Moreover, 

the Saudi Industrial Investment Group was listed in February 2004 with a capital of SAR 1.2 billion. Other 

entities increased their capital during the period, such as the Saudi Investment Bank, the Arab National Bank, 

and the Saudi Hollandi Bank, as well as 10 other companies.  

:KHQ DVNHG DERXW WKH WUDQVIHU RI SRZHUV GXULQJ WKH WUDQVLWLRQDO SHULRG RI ����� +LV ([FHOOHQF\ IRUPHU 

0LQLVWHU RI )LQDQFH 0RKDPPHG $EDONKDLO FRQŬUPHG WKDW WKH WUDQVLWLRQ ZDV D UHODWLYHO\ VPRRWK SURFHVV� 

HVSHFLDOO\ VLQFH 6$0$ KDG FRPSOHWHG WKH GLIŬFXOW VWHS RI HVWDEOLVKLQJ WKH PDUNHW� DQG WKH JRYHUQPHQW DQG 

banks had invested heavily in developing advanced electronic systems and training Saudi youth to operate 

and manage market trading. 

10.2. The First CMA Board 

The Capital Market Law stipulated that the CMA should have a board known as the “CMA Board” comprised 

RI ŬYH PHPEHUV ZRUNLQJ RQ D IXOO�WLPH EDVLV� ZKR ZHUH DSSRLQWHG E\ 5R\DO 2UGHU� 0RUHRYHU� WKH WHUP RI 

PHPEHUVKLS RI WKH %RDUG ZDV ŬYH \HDUV� UHQHZDEOH RQFH� DQG WKH %RDUG KDG WKH DXWKRULW\ WR VHW IRUWK WKH 

internal regulations of the CMA and exercise all authorities entrusted to the CMA in accordance with the 

provisions of the Capital Market Law.  

On 2nd July 2004, Royal Order No. A/114 was issued on forming the Board of the Capital Market Authority, 

appointing the following members:  His Excellency Jammaz Al-Suhaimi as Chairman, Mr. Ibrahim Mohammed 

1  NASD was founded in 1939 in the aftermath of the 1929 Wall Street Crash and was given oversight and regulatory authority over securities trading 
in the US. Later in 2007, NASD merged with the regulation, enforcement, and arbitration arm of the New York Stock Exchange to form the Financial 
Industry Regulatory Authority (FINRA).
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Al-Romaih as Vice Chairman, and Mr. Mohammed Maghnam Al-Shamrani, Dr. Abdulrahman Abdulmohsen Al-

Khalaf, and Dr. Abdullah Hasan Al-Abdulgader (as members). 

Board members were selected carefully based on their academic knowledge and practical expertise. Mr. 

Al-Suhaimi was a charismatic, visionary leader who was known for his outstanding abilities in selecting 

and empowering the best candidates. He held different positions at SAMA, the Ministry of Finance, and 

the Saudi Industrial Development Fund and made a lasting impact on the banking sector. He also led the 

transitional period between the issuance of the Capital Market Law and the formation of the Board of the 

&DSLWDO 0DUNHW $XWKRULW\� $O�6XKDLPL EHFDPH WKH ŬUVW &KDLUPDQ RI WKH %RDUG� EXLOGLQJ RQ PDQ\ \HDUV RI 

H[WHQVLYH H[SHULHQFH� IRU KH DOVR VHUYHG DV &KDLUPDQ RI WKH 6XSHUYLVRU\ &RPPLWWHH� +LV LQŭXHQFH KHOSHG 

establish strong relations with regulatory and capital market entities at local and international levels. Former 

Governor of SAMA His Excellency Hamad Saud Al Sayyari recounted that “His Excellency Al-Suhaimi was 

responsible for developing banking control and overseeing training and technological development in the 

banking sector, in addition to his responsibility for stock market and systems development. He was an active 

person with a broad vision. He was also successful in developing advanced stock market systems that were 

comparable to those of advanced countries.” His Excellency Former Minister of Finance Dr. Ibrahim Abdul Aziz 

Al-Assaf also added that “There was consensus that the best candidate for the chairmanship of the Board 

was His Excellency Jammaz Al-Suhaimi. He was an energetic, visionary leader. He never hesitated to pursue 

GHYHORSPHQW� HVSHFLDOO\ LQ WKH ŬHOG RI WHFKQRORJ\� +LV H[SHUWLVH ZDV PXFK QHHGHG VLQFH KH DOVR VXSHUYLVHG 

stock market activity during his work at SAMA.” 

Mr. Ibrahim Al-Romaih held the position of Assistant Secretary-General of the Public Investment Fund and 

was a board member in several reputable national institutions before being appointed as Vice Chairman of the 

Board. Other members of the Board were also known for their expertise and competence. Mr. Mohammed Al-

Shamrani received his Master's degree in Economics from the University of Denver and held various positions 

at SAMA, the last of which was Director-General of the Investment Department. Dr. Abdulrahman Al-Khalaf 

was a professor of economics at King Saud University and an economic consultant at the Gulf Cooperation 

Council. Lastly, Dr. Abdullah Al-Abdulgader was a professor at King Fahd University of Petroleum and Minerals 

and the Vice Rector of the university, and was one of the pioneers in developing Saudi accounting standards.  

)LJXUH �� EHORZ VKRZV WKH PHPEHUV RI WKH ŬUVW &0$ %RDUG� 
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Forming a highly competent board took some time as members had to be carefully selected given the 

challenging task ahead. This step was the beginning of a historic moment in the Saudi capital market. 

The Board holds various responsibilities, such as managing the CMA’s internal affairs on the one hand 

and regulating the capital market on the other. Indeed, the Board lived up to expectations as it set out to 

introduce market rules and regulations according to the provisions of the Capital Market Law, which were 

followed by training programs for future CMA personnel and initiatives to raise public awareness of capital 

market investments. 

21 Members of the first CMA Board in 2004. 
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Apart from implementing the Capital Market Law, the CMA had to overcome the challenge of developing a 

UREXVW PDUNHW WKDW ZRXOG DFKLHYH WKH HFRQRPLF DVSLUDWLRQV RI WKH .LQJGRP� ,QGHHG� WKH &0$ńV ŬUVW ERDUG 

later played a major role in supporting privatisation, improving market conditions, and developing a regionally 

competitive capital market.   

10.3. The Pivotal Role of Human Resources 

The Capital Market Law ensured the continuity of market operations and the smooth transfer of responsibilities 

WR WKH &0$� 7UDQVIHUULQJ WKH SHUVRQQHO RI 665& DQG WKH 6WRFN &RQWURO 'HSDUWPHQW ZDV DW ŬUVW VXIŬFLHQW� EXW 

to meet aspirations set for the capital market, an increased number of competent human resources was 

required. Attracting and employing talent was not an easy task. Operating in a new market environment, the 

CMA sought to rely on highly competent Saudi nationals who had the educational background and technical 

skills to assume new roles.  

7KH ŬUVW FKDOOHQJH ZDV WKH VFDUFLW\ RI ŬQDQFLDO DQG OHJDO H[SHUWV� 7KH FRQFHSW RI D FDSLWDO PDUNHW ZDV 

still relatively new in the Kingdom. However, as the CMA took serious steps towards nurturing local talent, 

people began to grow aware of the importance of this sector. Leveraging the expertise of SAMA’s Institute 

of Banking, the CMA took the initiative to train 50 to 70 new staff members. The CMA targeted recent Saudi 

JUDGXDWHV ZLWK GHJUHHV LQ ODZ� DFFRXQWLQJ� ŬQDQFH� DQG SXEOLF DGPLQLVWUDWLRQ� 7KH JUDGXDWHV ZHUH WUDLQHG LQ 

collaboration with experts from the Financial Industry Regulatory Authority (FINRA1�� %\ WKH HQG RI ����� 

the CMA had successfully trained nearly 300 employees. 

In order to match those offered by other market participants, the CMA’s HR team adopted private-sector 

business practices, including prescribed salaries and business hours that would accommodate the dynamic 

nature of the capital market. 

%\ WKH HQG RI ����� WKH &0$ LQWURGXFHG D VFKRODUVKLS SURJUDPPH IRU VWXG\LQJ DEURDG DV SDUW RI LWV HIIRUWV WR 

nurture local talent. The Training and Scholarship Committee was formed with Dr. Abdulrahman Abdulmohsen 

1  FINRA issues certificates for securities professionals who pass several qualification exams, which are to be retaken every few years to keep pace 
with financial industry developments.
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$O�.KDODI� D &0$ %RDUG PHPEHU� DV FKDLUPDQ� 7KH ŬUVW FRKRUW RI &0$ HPSOR\HHV WUDYHOOHG WR WKH 8QLWHG 

States to receive their training, and among them was Mr. Youssef Hamad Al-Blihid, who later became Vice 

Chairman of CMA.  

At the same time, the CMA enrolled Saudi youth in its fresh graduate upskilling programme. The graduates 

studied in London for a year and had on-the-job training at the London Stock Exchange. Another group of 

trainees was enrolled in a three-month training programme following an agreement between the CMA and 

Bursa Malaysia. The same year, a group of CMA employees studied capital market operations in the United 

States and received on-the-job training at NASD, the predecessor of FINRA. 

10.4. Capital Market Regulations 

Upon its establishment, the CMA faced a range of challenges ranging from internal capacity building to 

regulating the largest capital market in the Middle East.  The introduction of implementing regulations within 

120 days following the publication of the Capital Market Law was a major challenge, given there were limited 

market regulations in existence.   A further challenge was balancing the   legislative and regulatory roles of 

WKH &0$ DQG DYRLGLQJ DQ\ SRWHQWLDO FRQŭLFWV EHWZHHQ WKH WZR� 7KHUHIRUH� WKH &0$ QHHGHG WR LQWURGXFH 

UHJXODWLRQV ŭH[LEOH HQRXJK WR EH IXUWKHU GHYHORSHG LQ WKH IXWXUH� 

The CMA worked on laying the foundation of the capital market’s regulatory framework by issuing rules and 

regulations that promoted the highest standards of investor protection, accountability and transparency, and 

good corporate governance.  

7KH &0$ ŬUVW IRUPHG DQ LQWHUQDO OHJDO JURXS WKDW ZDV HQWUXVWHG ZLWK GUDIWLQJ WKH UHJXODWLRQV EDVHG RQ 

priority. Eventually, four regulations were proposed to serve as the backbone of the Saudi capital market: 

Rules on the Offer of Securities, Listing Rules, Authorised Persons Regulations, and Market Conduct 

Regulation CMA Board discussed the order in which the regulations were to be issued. It was agreed to 

prioritise the regulations highlighted.  

These regulations were carefully chosen according to a plan approved by the Board to meet market needs. 
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The priority at the time was given to companies that were dealing with the Ministry of Commerce on the 

one hand and with investors on the other. Therefore, Rules on the Offer of Securities and Listing Rules came 

ŬUVW WR UHJXODWH FRPSDQ\ RIIHULQJV� IROORZHG E\ $XWKRULVHG 3HUVRQV 5HJXODWLRQV ZKLFK GHŬQHG OLFHQVLQJ 

UHTXLUHPHQWV IRU EURNHUDJH ŬUPV DQG RWKHU PDUNHW LQVWLWXWLRQV WKDW GHDOW ZLWK LQYHVWRUV GLUHFWO\� /DVWO\� WKH 

Market Conduct Regulations were introduced to ensure all market players abided by the Capital Market Law 

and addressed potential violations. 

The legal group also worked on developing the CMA’s internal organisation by examining the regulatory 

organisational structures of other countries — such as the United States, the United Kingdom, and the 

developing markets of Malaysia and Singapore — and relying on feedback-driven development. These two 

approaches helped the CMA develop rules and implement regulations that were well-suited to the Saudi 

capital market. 

Eventually, the CMA team developed a blueprint for an ideal operating model after examining the rules 

and regulations of other countries, which had different approaches to regulation. For example, the United 

Kingdom adopts general guiding principles while the United States relies on detailed rules and regulations. 

After assessing the merits of both, the CMA decided on the former’s approach to reduce bureaucracy and 

avoid overregulation. 

2Q �WK 2FWREHU ����� WKUHH PRQWKV DIWHU WKH IRUPDWLRQ RI WKH %RDUG� &0$ RIŬFLDOO\ DGRSWHG WKH 5XOHV 

RQ WKH 2IIHU RI 6HFXULWLHV� /LVWLQJ 5XOHV� 0DUNHW &RQGXFW 5HJXODWLRQV� DV ZHOO DV WKH *ORVVDU\ RI 'HŬQHG 

7HUPV 8VHG LQ WKH 5HJXODWLRQV DQG 5XOHV RI WKH &DSLWDO 0DUNHW $XWKRULW\ �'RFXPHQWV ����� SXEOLVKHG LQ 

WKH RIŬFLDO 8P $O�4XUD QHZVSDSHU�� 7KH DGRSWLRQ RI WKH $XWKRULVHG 3HUVRQV 5HJXODWLRQV DQG 6HFXULWLHV 

Business Regulations was postponed for further assessment.  

The CMA Board discussed the order in which the regulations were to be issued.  It was agreed to prioritise the 

regulations highlighted above. The issuance of the Authorised Persons and Market Conduct Regulations was 

postponed as banks were operating in accordance with the existing regulations issued during the previous 

phase. Therefore, there was no pressing need to issue them. In contrast, companies were anticipating the 

release of Rules on the Offer of Securities and Listing Rules, and therefore they were given precedence over 

the others.  
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Market Conduct Regulations were of vital importance to regulate trading and address illegitimate practices. 

Before approving the Capital Market Law1� PLQXWHV RI D PHHWLQJ �'RFXPHQW ��� RI WKH 6XSHUYLVRU\ &RPPLWWHH 

reveal that the Committee had reviewed a letter from the Director of the General Companies Department in 

the Ministry of  Commerce2. The letter included directives from His Excellency Minister of Commerce on the 

need to submit to the Ministerial Committee a list of sanctions and penalties for stock trading violations. 

However, since the Capital Market Law was soon to be issued with a chapter dedicated to sanctions and 

penalties that would be introduced, the Supervisory Committee decided to wait until the CMA assumed its 

new responsibilities.  

1  Dated 22nd January 2003.

2  Dated 22nd December 2002.

61 The Approval of Rules on the Offer of Securities. 62 The Approval of Listing Rules. 

63 The Approval of Market Conduct Regulations. 64 The Approval of Glossary of Defined Terms Used in the Regulations 
and Rules of the Capital Market Authority.  
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The Council of Ministers’ Resolution had already stipulated the continuation of the Ministerial Committee’s 

decisions until the CMA Board replaced them with new regulations. Realising the importance of the Market 

Conduct Regulations, the Board had given them priority to ensure sound market practice.  
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65 SSC’s Minutes of Meeting on Wednesday, 22nd January 2003. 65 SSC’s Minutes of Meeting on Wednesday, 22nd January 2003. 

65 SSC’s Minutes of Meeting on Wednesday, 22nd January 2003. 
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On 28th June 2005, the CMA approved the Authorised Persons and Securities Business Regulations 

�'RFXPHQWV ������ DQG XSGDWHG WKH JORVVDU\ RI GHŬQHG WHUPV� 7KH 6HFXULWLHV %XVLQHVV 5HJXODWLRQV 

outlined securities activities, which included dealings, arrangements, management, advice, and custody. 

Authorised Persons Regulations, they set the legal and procedural framework for obtaining a licence to carry 

out securities business, including licensing terms and a code of conduct.  

66 The Approval of the Authorised Persons Regulations in 2005. 

67 The Approval of the Securities Business Regulations in 2005. 
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'XULQJ WKH ŬIWHHQWK DQQXDO FRQIHUHQFH RI WKH 6DXGL (FRQRPLF $VVRFLDWLRQ� ZKLFK ZDV RUJDQLVHG LQ 1RYHPEHU 

2005 under the theme “The Saudi Capital Market: Reality and Aspirations,” His Excellency the late Jammaz 

$O�6XKDLPL DIŬUPHG WKDW WKH &0$ ZRXOG LQWURGXFH PRUH LPSOHPHQWLQJ UHJXODWLRQV DFFRUGLQJ WR WKH &DSLWDO 

Market Law. He also highlighted four upcoming regulations at the time: Investment Funds Regulations, 

Real Estate Investment Funds Regulations, Corporate Governance Regulations, and Merger and Acquisition 

5HJXODWLRQV� 2Q ��WK -XO\ ����� WKH 5HDO (VWDWH ,QYHVWPHQW )XQGV 5HJXODWLRQV ZHUH LVVXHG� IROORZHG E\ WKH 

,QVWUXFWLRQV IRU WKH /LVWHG &RPSDQLHV $QQRXQFHPHQWV RQ ��WK $XJXVW ����� 7KUHH PRQWKV ODWHU� RQ ��WK 

1RYHPEHU ����� WKH &RUSRUDWH *RYHUQDQFH 5HJXODWLRQV ZHUH LVVXHG� IROORZHG E\ WKH ,QYHVWPHQW )XQGV 

5HJXODWLRQV RQ ��WK 'HFHPEHU ����� $IWHU LVVXLQJ SULPDU\ UHJXODWLRQV� WKH &0$ńV WHDP FRQWLQXHG ZRUNLQJ 

on introducing complementary regulations to establish a strong legislative and regulatory framework for the 

Saudi capital market. 

The development of the CMA’s implementing regulations based on the Capital Market Law occurred in two 

stages: examining the regulations of other countries to gain knowledge and information, followed by drafting 

the regulations in accordance with the Law. Former CMA board member Dr. Abdullah Hasan Al-Abdulgader  

UHFRXQWV WKDW WKH &0$ WHDP ZRUNHG PRUH WKDQ �� KRXUV SHU GD\ WR GUDIW WKH UHJXODWLRQV� 

This rigorous process entailed consulting with other CMA departments to discuss the legality and practicality 

of each article in the regulations, especially when it came to derivatives and similar instruments that were 

to be approved by the CMA Board. Moreover, the team consulted with the private sector and other regulatory 

entities, such as SAMA and the Ministries of Finance and Commerce. Furthermore, the CMA was among the 

ŬUVW HQWLWLHV WR SXEOLVK UHJXODWLRQV LQ $UDELF DQG (QJOLVK ZKLOH HQVXULQJ WKH\ ZHUH FOHDU DQG VLPSOH IRU WKH 

public. 

According to the Capital Market Law, the CMA is allowed to publish draft regulations and rules before their 

issuance. The CMA chose this option to obtain feedback from experts, market participants, and the public 

E\ SXEOLVKLQJ GUDIW UHJXODWLRQV RQ LWV ZHEVLWH� PDNLQJ LW RQH RI WKH ŬUVW HQWLWLHV WR XVH SXEOLF FRQVXOWDWLRQ�   

7KH %RDUG ZDV KHVLWDQW DW ŬUVW WR XVH SXEOLF FRQVXOWDWLRQ RXW RI FRQFHUQ WKDW RWKHU HQWLWLHV ZRXOG RSSRVH 

draft regulations if they were published, which could possibly hinder implementing the Capital Market Law. 

However, the consultations were eventually deemed useful to further develop the regulations. 
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Chapter 11: Laying the Foundations of Litigation 
and Oversight

The Capital Market Law gave the CMA investigation and inspection powers, including imposing sanctions 

on violators. The Law also dedicated a chapter to addressing market disputes by stipulating the formation 

of the Committee for the Resolution of Securities Disputes and the Appeal Committee for the Resolution 

of Securities Disputes (ACRSD). After its formation and implementation of main market regulations, the 

CMA sought to regulate market conduct and address investor complaints through the Committees for the 

Resolution of Securities Disputes.  

11.1.   Improving Market Behaviour 

The CMA was founded at a time when many market participants and traders lacked a culture of proper 

conduct in the country’s emerging capital market. To address any acts that could potentially threaten market 

stability, the CMA issued the Market Conduct Regulations to achieve fairness and transparency and to protect 

people from illegitimate securities transactions. 

The Market Conduct Regulations criminalised many prevalent market practices that were thought to be 

OHJLWLPDWH DW WKH WLPH� )RU H[DPSOH� VRPH SHRSOH XVHG WR LQŭXHQFH WKH RSHQLQJ SULFH E\ SODFLQJ RUGHUV 

before the Exchange opened for the day and then cancelling them to give the impression of increasing 

supply or demand. Those who used to do so considered this to be normal market practice. 

$QRWKHU H[DPSOH ZDV PDNLQJ DQ DJUHHPHQW EHWZHHQ WZR SHUVRQV LQ ZKLFK WKH ŬUVW ZRXOG EX\ VKDUHV IURP 

the other and sell them back several times to increase trading volume, thus giving the impression that those 

shares were in demand and to cause an increase in their price. Eventually, the two people would sell their 

shares for a much higher price. 
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$W D WLPH ZKHQ PDQLSXODWLRQ PHWKRGV YDULHG� VDQFWLRQV ZHUH DW ŬUVW OLPLWHG WR LPSRVLQJ ŬQHV DQG UHFRYHULQJ 

LOOHJLWLPDWH JDLQV� 7KH &DSLWDO 0DUNHW /DZ RI ���� VHW D ŬQH RI 6$5 ������� IRU VXFK YLRODWLRQV� +RZHYHU� 

WKH ŬQH ZDV QRW HQRXJK WR GHWHU VXFK PDQLSXODWLRQ DV YLRODWRUV ZHUH PDNLQJ PDVVLYH DPRXQWV RI PRQH\1. 

$W ODWHU VWDJHV� WKH &0$ LQWHQVLŬHG LWV PDUNHW RYHUVLJKW DQG FRQGXFWHG UHJXODWLRQ HIIRUWV E\ LQWURGXFLQJ PRUH 

VDQFWLRQV� VXFK DV EHLQJ SURKLELWHG IURP WUDGLQJ� DV ZHOO DV ŬQHV DQG RWKHU SXQLVKPHQWV� 7KHVH VDQFWLRQV 

UHWXUQHG FRQŬGHQFH WR WKH PDUNHW DQG DIŬUPHG WKH &0$ńV GHGLFDWLRQ WR LPSOHPHQWLQJ LQWHUQDWLRQDOO\ 

recognised standards in terms of investor protection, transparency, and good corporate governance. The 

CMA’s swift and effective measures to address violations supported the Saudi capital market and paved the 

way for a safe investment environment. 

These efforts were made to make the market more regulated and controlled for investors who looked for a 

credible, reliable marketplace with the potential to attract capital from individuals and institutions. 

However, the journey was not without challenges. The CMA had to ensure that everyone understood that 

capital market crimes of fraud and manipulation cannot be proven using the investigative methods of ordinary 

YLRODWLRQV� DQG LW GLG VR E\ DIŬUPLQJ WKDW FDSLWDO PDUNHW YLRODWLRQV DUH SURYHQ E\ PHDQV RI FLUFXPVWDQWLDO 

evidence. Despite having the right to access numerous sources of information to establish such evidence, 

such as phone records, fax communications, and computer data, evidence in securities cases is usually 

indirect and involves more than access to data to prove that a crime or violation has been committed. 

For example, during an investigation of suspected securities manipulation, the CMA’s market oversight team 

played recordings of phone calls made between brokers and traders. In one phone call, a person used a slang 

word to imply his intention to manipulate a share price and the other gave his consent. Consequently, this 

circumstantial evidence was used to prove that a violation was committed by both. Given the complexity 

of these violations, the CMA later developed investigative procedures, including interviewing methods. A 

PDQXDO RI ŬQHV IRU YLRODWLRQV ZDV FUHDWHG E\ WKH &0$ DORQJ ZLWK D JXLGH RQ YLRODWLRQV DQG WKH  ZHLJKWHG 

FDOFXODWLRQV IRU ŬQHV� 

Capital market crimes are mostly strict liability crimes, rather than tort. These are crimes that are considered 

1  The CMA addressed this issue in its amendments of the Capital Market Law in 2019 by introducing a maximum fine of SAR 5 million.
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to be committed even if no harm occurs. For example, if someone intentionally publishes misleading 

information about a security, his/her act is a crime even if no one else is affected.  

0RUHRYHU� FDSLWDO PDUNHW FULPHV DUH GLIŬFXOW WR EH REVHUYHG� 0DQLSXODWRUV RSHUDWH QRYHO VFKHPHV WKDW DUH 

often hard to detect. 

,Q JHQHUDO� FDSLWDO PDUNHW FULPHV DUH FODVVLŬHG LQWR LQIRUPDWLRQ� DQG FRQGXFW�UHODWHG FULPHV� ,QIRUPDWLRQ�

UHODWHG FULPHV FRQVLVW RI EUHDFKLQJ FRQŬGHQWLDOLW\� VWDUWLQJ UXPRXUV DQG GHFODULQJ LQDFFXUDWH LQIRUPDWLRQ� 

disclosing insider information, and insider trading. In contrast, conduct-related crimes consist of operating 

as an unlicensed broker, obstructing the work of CMA auditors, and carrying out or failing to report money 

ODXQGHULQJ DQG WHUURULVW ŬQDQFLQJ DFWLYLWLHV�  

)LJXUH �� KLJKOLJKWV WKH FODVVLŬFDWLRQ RI FDSLWDO PDUNHW FULPHV� 

22 The Classification of Capital Market Crimes. 
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11.2. Judicial Bodies of Securities Disputes 

To ensure litigants’ rights were protected, the Capital Market Law stipulated the formation of the Committee 

for the Resolution of Securities Disputes (CRSD) and the Appeal Committee for Resolution of Securities 

'LVSXWHV �$&56'�� &56' ZDV WR EH IRUPHG E\ WKH &0$ DV D FRXUW RI ŬUVW LQVWDQFH ZKLOH $&56' ZDV WR EH 

formed as a court of appeal following a resolution by the Council of Ministers. Consequently, litigants had 

WKH ULJKW WR DSSHDO EHIRUH $&56' ZLWKLQ WKLUW\ GD\V RI EHLQJ QRWLŬHG RI &56'ńV GHFLVLRQV� 0RUHRYHU� $&56' 

GHFLVLRQV ZHUH GHHPHG ŬQDO�  

Both Committees were independent in making decisions in line with laws and regulations. Consequently, 

CRSD and ACRSD became the judicial bodies concerned with trying criminal cases and settling disputes 

related to market participants.   

11.2.1. CRSD 
2Q ��WK )HEUXDU\ ����� WKH &0$ %RDUG LVVXHG D GHFLVLRQ �'RFXPHQW ��� WR IRUP WKH ŬUVW &56' &RPPLWWHH 

with Dr. Mohammed Abdullah Al-Marzouki as chairman and  Dr. Khaled Hassan Ba-Naser and  Mr. Saud 

Abdulrahman Al-Shammari as members. CRSD had a three-year term.  

7KH &RPPLWWHH FRQVLVWHG RI PHPEHUV ZLWK H[WHQVLYH H[SHUWLVH LQ FRPPHUFLDO� ŬQDQFLDO� DQG VHFXULWLHV 

disputes. Furthermore, CRSD had jurisdiction over disputes, in public and private actions, falling within the 

provisions and implementing regulations of the Capital Market Law as well as the regulations and rules of 

the Exchange.  

Additionally, CRSD had all necessary powers to investigate and settle claims, including the power to subpoena 

witnesses, issue decisions, impose sanctions, and order the production of evidence and documents. 
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After its formation, CRSD began settling 

disputes related to civil, administrative, 

and penal proceedings. However, CRSD 

received a relatively small number of 

disputes in its early days. This was 

because many were unaware of CRSD 

and its jurisdiction. Consequently, 

people kept bringing their claims before 

the Banking Committee, as they were 

used to the old system in which banks 

were the only entities authorised to 

provide brokerage services. To avoid 

FRQŭLFW RI MXULVGLFWLRQ� &56' OLPLWHG 

capital market disputes to the CMA 

and the Banking Committee was given 

jurisdiction over banking disputes only. 68 The CMA Board’s Decision on Forming CRSD. 

Over time, CRSD noticed the impact of its decisions on the market. The development of technological systems 

E\ DOO PDUNHW SDUWLHV EHFDPH D UHŭHFWLRQ RI WKRVH GHFLVLRQV� HVSHFLDOO\ VLQFH PRVW FODLPV WKDW ZHUH EURXJKW 

before CRSD were related to margin trading, banking facilities, and technical issues. At the time, banks were 

providing facilities with shares as the collateral, which led to many problems. Moreover, some banks faced 

technical problems that forced them to update their systems and contract with professional security system 

providers, eventually leading to the end of their technical issues.  

7KHUH ZHUH QR ZHOO�HVWDEOLVKHG SULQFLSOHV LQ SODFH ZKHQ &56' ŬUVW DVVXPHG LWV UHVSRQVLELOLWLHV� 'LVSXWHV 

were resolved by referring to conventional practice. Gradually, CRSD developed its guiding principles from 

the decisions it was making to address trading-related disputes. For example, the Capital Market Law had 

provisions on compensations but did not specify how they were to be levied, except in certain circumstances. 

Moreover, given changing market conditions, and since investment-related compensations were based on 

supply and demand factors, CRSD prioritised developing clear compensation mechanisms. 
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*UDGXDOO\� &56' EHFDPH WKH ŬUVW ERG\ WR LQWURGXFH FRPSHQVDWLRQV IRU ZLWKKHOG IXQGV� ZKLFK ZHUH FRQVLGHUHG 

a form of indirect damage resulting from failure to release an investor’s funds from their portfolio. Moreover, 

CRSD had the liberty to consider all types of evidence in proving such cases. 

11.2.2. ACRSD 
According to the Capital Market Law, ACRSD was to be formed and consist of three members by a resolution 

of the Council of Ministers1. The members were to be representatives of the Ministry of Finance, the Ministry 

of Commerce and Industry, and the Council of Ministers’ Bureau of Experts for a three-year renewable term.  

2Q ��WK 6HSWHPEHU ����� WKH &RXQFLO RI 0LQLVWHUVń 5HVROXWLRQ 1R� ��� �'RFXPHQW ��� RUGDLQHG WKH 

appointment of Mr. Ahmed Mohammed Al-Khowaiter, as a chairman and representative of the Ministry of 

Finance, Prince Abdulrahman Bin Mohammed Bin Ayaf Al-Miqren, as a member and representative of the 

Bureau of Experts, and Mr. Falag Ali Al-Mansour, as a member and representative of the Ministry of Commerce 

and Industry.  

1  Following the amendment of the Capital Market Law in 2019, members of CRSD and ACRSD were thereinafter to be appointed by a Royal Order.
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Mr. Ahmed Al-Khowaiter recounts that one of the major issues faced by ACRSD was the lack of pre-existing 

court rulings that could be referenced in disputes brought before the Committee. As a result, ACRSD had 

to spend a lot of time and effort examining major sources of Islamic jurisprudence to provide a solid legal 

framework. 

Under the Capital Market Law, ACRSD had the right to approve or refuse CRSD decisions, or reconsider the 

FODLP DOWRJHWKHU EDVHG RQ LQIRUPDWLRQ LQ WKH FODLPńV ŬOH� 'HFLVLRQV RI $&56' ZHUH ŬQDO DQG QRW VXEMHFW WR 

being challenged.  

ACRSD considered three types of lawsuits: penal, civil, and administrative. Penal lawsuits are brought against 

violators of the Capital Market Law and its Implementing Regulations. Civil lawsuits are complaints that arise 

between investors relating to the Capital Market Law and its implementing regulations as well as the CMA 

and the Exchange Market regulations, rules, and instructions in terms of public and private actions. Lastly, 

administrative lawsuits are complaints and grievances resulting from decisions and procedures issued by the 

CMA or the Exchange.

11.3. Processing Investor Complaints 

'XULQJ LWV ŬUVW \HDUV� WKH &0$ VRXJKW WR SURYLGH LQYHVWRUV ZLWK ZD\V WR ŬOH FRPSODLQWV DFFRUGLQJ WR FOHDU 

SURFHGXUHV� ,QYHVWRUV ZHUH DEOH WR ŬOH WKHLU FRPSODLQWV DW &0$ KHDGTXDUWHUV� YLD LWV ZHEVLWH� DQG WKURXJK ID[ 

or telephone. After receiving a complaint, the CMA would investigate the issue with the intent of resolving it.  

7KH &0$ńV VWUDWHJ\ IRU SURFHVVLQJ FRPSODLQWV ZDV EDVHG RQ WKUHH SLOODUV� 7KH ŬUVW ZDV UDLVLQJ WKH DZDUHQHVV 

among plaintiffs themselves and educating them about the overall process, especially since some people 

did not know which entity to turn to. The second was attempting to resolve complaints in good faith before 

resorting to legal action. In this regard, the CMA acted as a mediator between plaintiffs and defendants to 

reach a fair settlement without taking the complaint to court. The third was accelerating procedures by 
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SURYLGLQJ LQYHVWRUV ZLWK VHYHUDO FKDQQHOV IRU ŬOLQJ FRPSODLQWV� 

7KH &0$ LVVXHG QRWLFHV DQG QRWLŬFDWLRQV LI DQ DPLFDEOH UHVROXWLRQ ZDV QRW SRVVLEOH� 7KH &0$ ZRXOG QRWLI\ D 

SODLQWLII RI LWV ULJKW WR ŬOH D ODZVXLW EHIRUH &56' QLQHW\ GD\V DIWHU PDNLQJ D FRPSODLQW DQG ZRXOG ODWHU VHQG 

D QRWLŬFDWLRQ EHIRUH WKH HQG RI WKDW SHULRG� 
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Chapter 12: Regulating the Capital Market and its 
Institutions

From day one, the CMA worked on developing market regulations. It started with regulating the listing and 

offering of joint-stock companies and encouraging family-owned companies to convert into joint-stock 

companies and list their shares. Concurrently, the CMA worked on establishing the principles of disclosure, 

governance, and transparency. Soon after, the CMA sought to diversify market securities, and later developed 

clearing and settlement systems. 

12.1. Offerings and Listings of Joint-Stock Companies 

The Capital Market Law gave the CMA the power and responsibility to approve and regulate the offering and 

OLVWLQJ RI VHFXULWLHV� 6WRFN OLVWLQJV ZHUH ŬUVW PDGH WKH UHVSRQVLELOLW\ RI WKH &0$ XQWLO WKH IRUPDWLRQ RI WKH 

6DXGL 6WRFN ([FKDQJH �7DGDZXO� DV D MRLQW�VWRFN FRPSDQ\� 7R IXOŬO WKHVH REOLJDWLRQV� WKH &0$ LVVXHG 5XOHV 

on the Offer of Securities and Listing Rules in October 2004, three months after the formation of the Board.  

Listing Rules included everything from requirements to offer securities to prospectus-related conditions. For 

example, a prospectus had to be submitted to the CMA by the issuer (i.e., company) for approval to ensure 

investors had access to accurate and reliable information. 

Following the issuance of the CMA’s Rules on the Offer of Securities and Listing Rules, Etihad Etisalat 

�0RELO\� ZDV WKH ŬUVW FRPSDQ\ WR PDNH D SULPDU\ PDUNHW RIIHULQJ� 2Q ��WK 2FWREHU ����� 0RELO\ OLVWHG ��� 

of its common stock. The CMA then announced the listing and trading of Mobily’s shares as of 20th December 

2004. Document 70 is Etihad Etisalat’s prospectus. 

     Image 23 shows investors subscribing to Etihad Etisalat’s shares.  

Formed as a joint-stock company, Mobily had capital of SAR 5 billion and 100 million shares with a nominal 
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70 Etihad Etisalat’s Prospectus (Issued in 2004). 

23 Subscribers for Etihad Etisalat’s shares in 2004. 

value of SAR 50 per share. The company was 

listed on the Tadawul All Share Index (TASI) in 

January 2005, witnessing an oversubscription 

RI 6$5 �� ELOOLRQ ZLWK D UDWH RI PRUH WKDQ ŬYH 

times. A total of 4.8 million Saudis participated 

in the subscription with four shares allocated 

to each.   

The second listing was that of the Company 

for Cooperative Insurance (Tawuniya), the 

ŬUVW 6DXGL LQVXUDQFH FRPSDQ\ WR EH RIIHUHG 

LQ WKH 6DXGL FDSLWDO PDUNHW� )RXQGHG LQ ����� 

Tawuniya was jointly owned by PIF (50%), 

the Public Pension Agency (25%), and the 

General Organization for Social Insurance 

(GOSI) (25%). The prospectus announced 

the offering of 70% of the company’s shares, 

representing all PIF shares and 20% of capital 

owned by the Public Pension Agency and 

GOSI, with each retaining 15% of capital. The 

issue price was SAR 205 (a nominal value of 

SAR 50 + SAR 155 as a share premium). The 

subscription began on 21st December 2004 

and ended on 3rd January 2005. 

By the end of that period, the company 

recorded an outstanding oversubscription 

of 11.5 times. Investors paid a total nominal 

value of SAR 1.25 billion representing 125 

million shares with a subscription value of 
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6$5 ���� ELOOLRQ DQG ��� WKRXVDQG VXEVFULEHUV� )ROORZLQJ WKH VXEVFULSWLRQ� WKH &0$ DQQRXQFHG WKH OLVWLQJ 

and trading of Tawuniya shares as of Monday, 17th January 2005.  

Bank Albilad was the third largest offering following the issuance of the CMA’s offer and listing rules. His 

Excellency Hamad Saud Al-Sayyari, former Governor of SAMA, recounts how the bank was founded as a 

MRLQW�VWRFN FRPSDQ\ DIWHU WKH PHUJHU RI VHYHUDO FXUUHQF\ H[FKDQJH RIŬFHV1 that were providing additional 

VHUYLFHV VXFK DV UHFHLYLQJ GHSRVLWV� 7KHVH RIŬFHV H[SDQGHG WKHLU RSHUDWLRQV DQG RSHQHG EUDQFKHV DFURVV 

the country. However, as the state began regulating the market, the owners had to choose between closing 

their businesses, or merging together as a bank. Eventually, the owners chose the second option and decided 

WR DOORFDWH WR HDFK FXUUHQF\ H[FKDQJH RIŬFH WKH VKDUHV WKDW FRUUHVSRQGHG WR WKHLU FDSLWDO FRQWULEXWLRQ� 

Following the merger, Bank Albilad was formed as a joint-stock company with a capital of SAR 3 billion, which 

was the average capital of existing banks at the time. 

After the bank was founded in accordance with the Companies Law, the CMA announced the offering of 50% 

RI WKH EDQNńV VKDUHV IRU SXEOLF VXEVFULSWLRQ IURP 0RQGD\� ��VW )HEUXDU\ ����� WR :HGQHVGD\� �WK 0DUFK 

2005. A total of 30 million shares were offered with a nominal value of SAR 50 per share, leading to a total 

subscription of SAR 7.7 billion by 8.8 million Saudi citizens. This marked a historic issue as close to half the 

SRSXODWLRQ RI 6DXGL $UDELD ����� PLOOLRQ� LQ ���� VXEVFULEHG WR VKDUHV�  

Image 24 shows a crowd gathered to subscribe to Bank Albilad’s shares. 

The CMA announced the listing and trading of Bank Albilad shares on Tadawul as of Saturday, 30th April 

����� ,W ZDV GHFLGHG WR OHDYH WKH GDLO\ ŭXFWXDWLRQ OLPLW RSHQ IRU WKH ŬUVW GD\ RI WUDGLQJ DQG FDOFXODWH WKH 

share as part of market indices after its share price had stabilised. Bank Albilad’s share was added to TASI 

index based on its closing price on Tuesday, 31st May 2005.  

By the time the CMA was founded, corporate stock offering had changed. The previously existing direct 

listing method was abolished and a new approach to public offers in accordance with the CMA’s regulations 

ZDV DGRSWHG� &RPSDQLHV WKDW DSSOLHG IRU OLVWLQJ ZHUH REOLJHG WR DSSRLQW D &0$�DXWKRULVHG ŬQDQFLDO DGYLVRU 

1  Currency exchange offices were owned by Mohammad & Abdullah AlSubaiei Exchange Co., AlRajhi Trading Est., Heirs of Abdulaziz Sulaiman 
AlMugairin, Ali Hazaa' and Partners for Trading and Exchange, AlRajhi Trading Exchange Est., Yousef Abdulwahab Numatallah Co., Mohammad Salih 
Sayrafi Est., and Abdulmohsen AlOmari Est.
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who would submit relevant information to be 

disclosed and determine the offer price. These 

changes were made to address some major 

issues, such as the overpricing that occurred 

during the days of the Ministerial Committee. 

The CMA’s regulations ensured that the 

threshold for investment was within the 

reach of citizens and that the number of 

receiving banks was adequate to allow all 

24 A Crowd Gathered to Subscribe to Bank Albilad’s Shares. 

those who wanted to participate to do so. In pursuit of this aim, the CMA worked with subscription managers 

and receiving banks to facilitate subscriptions through multiple channels, such as the internet, ATMs, and 

telephone banking. These channels mitigated mistakes, accelerated the subscription process, and reduced 

UHOLDQFH RQ SULQWHG VXEVFULSWLRQ UHTXHVWV� %\ WKH HQG RI ����� WKH DYHUDJH VXEVFULSWLRQ WKURXJK EDQN 

EUDQFKHV IHOO IURP ���� LQ ���� WR QHDUO\ ���� 6RRQ DIWHU� WKH ERRN�EXLOGLQJ PHWKRG ZDV DGRSWHG� %RRN�

building is a process by which a company seeking to offer shares determines the price range the shares 

can be sold for after discussions with a bookrunner and submission of bids by institutional investors. After 

obtaining information on investor demand and determining the security’s fair value, shares are allocated to 

the accepted bidders.  

7KH ERRN�EXLOGLQJ PHWKRG ZDV DSSOLHG IRU WKH ŬUVW WLPH WR WKH 6DXGLD 'DLU\ DQG )RRGVWXII &RPSDQ\ 

(SADAFCO). Upon building a book based on input from institutional investors, 30% of the company's shares 

ZHUH RIIHUHG IRU SXEOLF VXEVFULSWLRQ IURP ��WK $SULO ���� WR �WK 0D\ ����� OHDGLQJ WR D WRWDO RI ���� PLOOLRQ 

shares offered at a nominal value of SAR 50 per share and a share premium of SAR 210. The listing and 

trading of SADAFCO shares in Tadawul was announced as of the start of trading on Monday, 23rd May 2005. 

In the same year, the CMA approved the offering of 30% of Almarai shares, 35% of Yanbu National 

Petrochemical Company (Yansab) shares, and 30% of Aldrees Petroleum and Transport Services Company 

VKDUHV� ,Q ����� WKH XQGHUZULWLQJ SURFHVV� ZKLFK ZDV D QHZ FRQFHSW LQ WKH PDUNHW DW WKH WLPH� EHJDQ WR EH 

applied. Underwriting is used when it is believed that an offer of securities may not be fully subscribed for. 
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Consequently, the CMA obliged issuers to appoint underwriters who would buy securities being offered if 

WKH VHFXULWLHV ZHUH QRW ERXJKW E\ LQYHVWRUV GXULQJ WKH SXEOLF RIIHULQJ SHULRG� ,Q WKLV UHJDUG� D EURNHUDJH ŬUP 

with a capital of SAR 1 million—the minimum required to practise the arranging activity—offered to cover an 

DPRXQW RI 6$5 � ELOOLRQ LQ ����� ZKLFK ZDV UHMHFWHG E\ WKH &0$� 

12.2. Founding Joint-Stock Companies and Capitalisation Change 

7KH &RPSDQLHV /DZ KDV UHPDLQHG LQ IRUFH VLQFH LWV LVVXDQFH LQ ����� 7KH /DZ VWLSXODWHG WKDW IRXQGLQJ D 

joint-stock company was not permitted unless a licence was issued by the Minister of Commerce, with the 

exception of companies that require a Royal Decree, such as chartered companies, companies manage a 

public facility, companies that receive state aid, companies in which the state or other public legal persons 

participate, or companies engaged in banking activities. 

It was natural after the formation of the CMA to assign it a role in this context as it was responsible for 

regulating the increase of capital stock, the allocation of shares, and returning oversubscribed amounts in 

accordance with the Capital Market Law and its regulations. Therefore, on 7th July 2005, Their Excellencies 

Minister of Commerce and Industry and the Chairman of CMA issued the procedures for founding joint-stock 

companies and increasing their capital according to the Companies Law and the Capital Market Law. Founding 

and listing joint-stock companies consisted of 10 steps as shown in Figure 23 below. 

About a month earlier, on 12th June 2005, the CMA announced that it had received capitalisation change 

requests from several companies, which were to be considered for approval based on legal requirements 

DQG OLVWLQJ FULWHULD� ,Q -XQH ����� WKH ŬUVW DSSURYDO ZDV JLYHQ WR WKH 6DXGL $UDELDQ $PLDQWLW &RPSDQ\� ZKLFK 

requested a capital increase from SAR 770 million to SAR 1.2 billion and a share increase from 15.4 million 
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23 Steps of Founding and Listing a Joint-Stock Company. 

to 23.1 million shares. This was followed by capital change requests from other companies. In the same 

year, the CMA approved increases in the capital of the Fitaihi Holding Group, the Savola Group, the Saudi 

Cable Company, JAZADCO, and Anaam International Holding Group. Moreover, the CMA approved increasing 

WKH FDSLWDO RI $OPDUDL WKURXJK WKH LVVXDQFH RI ERQXV VKDUHV DV ZHOO DV GHFUHDVLQJ WKH FDSLWDO RI :DIUDK IRU 

Industry and Development Company. 
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12.3. From Family-Owned to Joint-Stock Companies 

The formation of family-owned companies coincided with the rise of the Kingdom of Saudi Arabia, which 

brought stability and state institutions that enabled merchants to establish their own businesses. Most of 

these enterprises were either sole proprietorships or family-owned. Moreover, these companies were named 

after the families that owned them, and would gain recognition from the standing of the family, or vice versa. 

:KHQ WKH RULJLQDO IRXQGHU SDVVHV DZD\� RZQHUVKLS ZLOO EH KDQGHG GRZQ IURP JHQHUDWLRQ WR JHQHUDWLRQ� 

)DPLO\�RZQHG FRPSDQLHV SOD\HGłDQG VWLOO SOD\łD VLJQLŬFDQW UROH LQ WKH .LQJGRPńV HFRQRPLF GHYHORSPHQW� 

For example, the Zamil Industrial Investment Company is one of the oldest family businesses in the region. 

)RXQGHG LQ ����� WKH FRPSDQ\ EHFDPH D MRLQW�VWRFN FRPSDQ\ LQ ����� ,W ZDV DOVR WKH ŬUVW IDPLO\�RZQHG 

company to be listed on the capital market in 2002. Another example is Jarir Company, which was founded 

LQ ���� DQG OLVWHG LQ ����� )ROORZLQJ WKH LVVXDQFH RI WKH &DSLWDO 0DUNHW /DZ DQG WKH IRUPDWLRQ RI WKH 

CMA, family-owned companies were encouraged to become joint-stock companies and soon followed suit by 

listing some or all their shares for public subscription. 

12.4. Corporate Governance 

7KH FRQFHSW RI FRUSRUDWH JRYHUQDQFH JDLQHG JURXQG IROORZLQJ WKH $VLDQ )LQDQFLDO &ULVLV RI ����� ZKLFK OHG 

to scepticism of the regulatory role of legislation and government institutions. Despite being a new concept 

in the Saudi market, the CMA proposed issuing Corporate Governance Regulations in 2005. Three years 

earlier, the Capital Market Authority of the Sultanate of Oman had issued its Charter on the Organisation and 

0DQDJHPHQW RI 3XEOLF -RLQW 6WRFN &RPSDQLHV� 7KH &KDUWHU ZDV ELQGLQJ� OHDGLQJ WR LPSOHPHQWDWLRQ GLIŬFXOWLHV� 

:KHQ WKH &0$ DSSRLQWHG D FRPPLWWHH IRU GHYHORSLQJ JRYHUQDQFH UHJXODWLRQV� LW ZDV ŬUVW GHFLGHG WR PDNH 

these regulations binding. However, after careful consideration of other market structures, the Committee 

saw it is better to include non-binding requirements, such as having a nomination and remuneration 

committee and an audit committee. This was done so as not to hinder the development of the market. 

2Q ��WK 1RYHPEHU ����� WKH &RUSRUDWH *RYHUQDQFH 5HJXODWLRQV ZHUH LVVXHG DQG LQFOXGHG VHYHUDO JXLGLQJ 
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principles1� 0RUHRYHU� FRPSXOVRU\ DVSHFWV ZHUH WR EH LQWURGXFHG JUDGXDOO\ DV WKHVH ZHUH WKH ŬUVW UHJXODWLRQV 

to address the issue of corporate governance in the Kingdom. The CMA sought to strike a balance between 

international best practices and local market conditions. For example, the function of investor relations was 

prevalent in other countries' governance regulations. However, Saudi businesses were not yet ready to 

incorporate this function. Consequently, the CMA Board decided to introduce investor relations as a guiding 

principle to give companies ample time to prepare. Document 71 shows the CMA Board’s decision approving 

the Corporate Governance Regulations. 

Another reason for making the 

regulations optional was the desire 

to maintain market order and avoid 

unnecessary disruptions, especially 

for small-sized enterprises that had 

small capital and immature governance 

practices. At the same time, the CMA 

sought to raise awareness of the 

regulations by promoting them as 

enablers of business and corporate 

transformation. 

As the regulations began to be implemented, violations were minor and mostly related to a lack of awareness. 

)RU H[DPSOH� VRPH FKDLUPHQ XVHG WR KROG SUHVV FRQIHUHQFHV WR SXEOLFO\ VWDWH WKHLU FRPSDQLHVń SURŬWV EHIRUH 

WKH\ ZHUH RIŬFLDOO\ DQQRXQFHG� 7KH &0$ DGGUHVVHG WKLV LVVXH E\ FRQWDFWLQJ WKRVH RIŬFLDOV DQG PDNLQJ WKHP 

aware that their actions could harm investors and the interests of the company. In cases where violations 

were attributed to a lack of awareness, the CMA did not impose sanctions and resorted to notices and 

warnings. 

Interestingly, Saudi companies at the time were only aware of two types of internal governance committees: 

the executive committee, which existed in most Saudi companies prior to 2005, and the audit committee, 

1  In 2008, some articles were made obligatory. Moreover, following amendments made in 2017, the regulations adopted a more compulsory 
framework.

Chapter 12 | Regulating the Capital Market 
and its Institutions

Phase Three / Part 3



184

Market Story

Documentation of the Saudi Capital Market History

which the Ministry of Commerce tried to introduce by developing relevant regulations. However, compliance 

with these regulations was not at the desired levels. 

:KHQ WKH\ ZHUH LVVXHG� WKH &0$ńV &RUSRUDWH *RYHUQDQFH 5HJXODWLRQV GLG QRW PHQWLRQ WKH H[HFXWLYH 

committee and only focused on the nomination and audit committees and their respective roles, in addition 

to how boards of directors were to be evaluated. However, some shareholders objected to the absence of 

an executive committee. Nevertheless, the CMA saw that the executive committee and its regulations had a 

changing nature and that boards of directors may misuse executive regulations by interfering in management 

affairs. Therefore, the sound governance of corporations had to be separated from the functions of boards 

of directors to avoid unnecessary risks. 

7KH &0$ ZDV WKH ŬUVW HQWLW\ WR VWLSXODWH IRUPLQJ QRPLQDWLRQ DQG UHPXQHUDWLRQ FRPPLWWHHV� FRQVLGHULQJ 

that boards of directors had a role to play in terms of assessing the performance of talented professionals—a 

practice that was not in place in the Kingdom before 2005. Consequently, the CMA worked on promoting the 

idea of audit and nomination committees, leading to their gradual adoption by corporations that no longer 

viewed governance as a burden. 

0RUHRYHU� WKH &RUSRUDWH *RYHUQDQFH 5HJXODWLRQV LQWURGXFHG� IRU WKH ŬUVW WLPH� WKH LGHD RI FXPXODWLYH YRWLQJ 

for electing board members to promote more proportional representation and protect the right of minority 

VKDUHKROGHUV WR YRWH� 7KLV YRWLQJ PHWKRG ZDV ŬHUFHO\ RSSRVHG E\ PDMRU VKDUHKROGHUV DW ŬUVW� $FFRUGLQJ WR 

the previous Companies Law, each shareholder had the right to one vote. However, the Corporate Governance 

Regulations aimed to protect minority interests. 

12.5. Disclosure and Transparency 

Prior to the establishment of the CMA, the regulation of company disclosure was limited.  
Additionally, enforcement of the regulations that did exist was limited to obliging listed companies 
WR SXEOLVK WKHLU TXDUWHUO\ ŬQDQFLDO VWDWHPHQWV LQ ORFDO QHZVSDSHUV� +RZHYHU� ZLWK WKH LVVXDQFH RI 
the Capital Market Law, the CMA was granted powers to regulate and monitor the full disclosure 
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of information by issuers of securities. The CMA was given authority to identify the type of 
LQIRUPDWLRQ WR EH GLVFORVHG WR WKH SXEOLF E\ LVVXHUV� )XUWKHUPRUH� DFFRUGLQJ WR DUWLFOH �� RI WKH 
/LVWLQJ 5HJXODWLRQV� FRPSDQLHV KDYH WR SXEOLVK WKHLU ŬQDQFLDO VWDWHPHQWV ZLWKLQ �� GD\V RI WKH 
HQG RI WKH ŬVFDO \HDU�  

2Q ��WK 'HFHPEHU ����� WKH &0$ DQQRXQFHG IRU WKH ŬUVW WLPH WKH GHOD\ RI VRPH FRPSDQLHV LQ 
GLVFORVLQJ WKHLU ŬQDQFLDO VWDWHPHQWV� ZKLFK ZDV FRQVLGHUHG D YLRODWLRQ RI WKH &DSLWDO 0DUNHW /DZ� 
In the announcement, the CMA stated that it would take legal measures to ensure that disclosure 
and transparency were observed, and this served as a warning for other companies. 

$GGLWLRQDOO\� WKH &0$ %RDUG LVVXHG D GHFLVLRQ RQ �WK $SULO ���� WR LPSRVH ŬQHV RQ FRPSDQLHV 
WKDW IDLOHG WR GLVFORVH WKHLU ŬQDQFLDO VWDWHPHQWV RQ WLPH� 7KH QDPHV RI YLRODWLQJ FRPSDQLHV� W\SH 
RI YLRODWLRQ� DQG ŬQHV ZHUH ODWHU DQQRXQFHG RQ WKH 7DGDZXO ZHEVLWH WR DIŬUP WKH &0$ńV ŬUPQHVV 
in ensuring disclosure and transparency. Moreover, despite extending the period of publishing 
ŬQDQFLDO VWDWHPHQWV LQ ����� VHYHQ FRPSDQLHV IDLOHG WR FRPSO\� DQG ZHUH ŬQHG E\ WKH &0$ LQ 
July 2005. 

The CMA also announced the suspension of trading of the shares of companies that failed to 
SXEOLVK WKHLU VWDWHPHQWV RQ WLPH� ,Q $XJXVW ����� WKH &0$ %RDUG LVVXHG FRPSXOVRU\ LQVWUXFWLRQV WR 
traded joint-stock companies on material information to be disclosed in corporate announcements. 

This period was characterised by the gradual introduction of institutional disclosure practices. 
After the Implementing Regulations of the Capital Market Law were issued, they were sent to all 
companies. Companies’ boards of directors were also requested to review the regulations in order 
to understand their obligations. Some companies also had discussions with the CMA to ensure 
WKH\ DGKHUHG WR WKH GDWHV VSHFLŬHG IRU SXEOLVKLQJ ŬQDQFLDO VWDWHPHQWV DQG GLVFORVLQJ PDWHULDO 
information as per regulatory requirements.  
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12.6. Auditing Joint-Stock Companies’ Accounts 

6WDUWLQJ LQ ����� MRLQW�VWRFN FRPSDQLHV KLUHG DXGLWRUV LQ FRPSOLDQFH ZLWK WKH &RPSDQLHV /DZ� *HQHUDO 

assemblies were required to appoint one or more authorised auditors who would have access to a company’s 

ŬQDQFLDO UHFRUGV DQG VXEPLW WKHLU UHSRUWV WR WKH DQQXDO 2UGLQDU\ *HQHUDO $VVHPEO\ �2*$�� 

Upon the issuance of the Capital Market Law of 2003, the CMA was given the right to establish the standards 

and conditions required of auditors who audited the books and records of the Exchange, brokerage companies, 

investment funds, and joint-stock companies listed on the Exchange. The CMA was also given the option to 

GHOHJDWH WKLV UHVSRQVLELOLW\ WR WKH 6DXGL 2UJDQL]DWLRQ IRU &HUWLŬHG 3XEOLF $FFRXQWDQWV �62&3$� �NQRZQ WRGD\ 

as the Saudi Organization for Chartered and Professional Accountants). Additionally, the Law gave the CMA 

WKH ULJKW WR GHWHUPLQH WKH FRQWHQWV RI DQQXDO DQG SHULRGLFDO ŬQDQFLDO VWDWHPHQWV� 

Right after its inception, the CMA issued the Listing Rules in 2004 and obliged market institutions and 

OLVWHG FRPSDQLHV WR SUHSDUH WKHLU ŬQDQFLDO VWDWHPHQWV DQG KDYH WKHP DXGLWHG E\ LQGHSHQGHQW FKDUWHUHG 

DFFRXQWDQWV FHUWLŬHG E\ 62&3$�  

12.7. Regulating Brokerage Activities 

)URP ���� 6DXGL EDQNV� XQGHU 6$0$ńV VXSHUYLVLRQ� ZHUH WKH VROH HQWLWLHV DXWKRULVHG WR FDUU\ RXW EURNHUDJH 

activities. During the early stages of development of the capital market, this was a pragmatic decision.  The 

banks had large capital bases and were supervised by SAMA. Banks were hesitant to develop this activity as 

they were primarily focused on banking services and invested little in new innovative services for the capital 

market. 

After the Capital Market Law was passed since the CMA was established, market observers anticipated 

the transfer of brokerage responsibilities from banks to entities authorised by the CMA. However, banks 

maintained their monopoly as no regulations were in place permitting the authorisation of non-bank brokers. 

The public offerings of banks and other companies resulted in an unprecedented demand by subscribers 
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for brokerage services (Image 25). The growth 

in the market, including brokerage and asset 

management and the desire of the CMA to 

further deepen and develop the market led 

WR WKH DXWKRULVDWLRQ RI QRQ�EDQN ŬQDQFLDO 

intermediaries. 

On 28th June 2005, the CMA Board approved 

the Authorised Persons Regulations, which 

was a major step towards further developing 

the capital market. 

The passing of the Securities Business Regulations on 28th June 2005 promoted the growth of the 

.LQJGRPńV ŬQDQFLDO VHFWRU� LQFUHDVHG KHDOWK\ FRPSHWLWLRQ� LPSURYHG LQYHVWRU VHUYLFHV� DQG SURYLGHG QHZ 

employment opportunities for citizens. The Listing Rules and Business Regulations were the main pillars 

IRU UHJXODWLQJ WKH VHFXULWLHV EXVLQHVV LQ WKH .LQJGRP� 7KH\ DOVR GHŬQHG WKH ŬYH DFWLYLWLHV WKDW IHOO XQGHU 

securities business: dealing, arranging, managing, advising, and custody. Institutions were prohibited from 

carrying out securities business unless authorised by the CMA. To facilitate the transition, the decision of the 

CMA Board to approve the Authorised Persons Regulations required banks to establish subsidiary companies 

for conducting securities business, and banks were permitted to continue their operations for no more than 

two years until the subsidiaries were established.  

Prior to the introduction of the Authorised Persons Regulations, the CMA Board discussed two approaches. 

7KH ŬUVW ZDV WR UHTXLUH HQWLWLHV WKDW PHW WKH UHJXODWRU\ UHTXLUHPHQWV IRU DXWKRULVDWLRQ WR RIIHU VKDUHV WR WKH 

public (a similar mechanism had been adopted for the authorisation of insurance companies), and the second 

was granting authorisation to companies that met the regulatory requirements, with no requirement to offer 

VKDUHV WR WKH SXEOLF� &RQFHUQV ZHUH UDLVHG UHJDUGLQJ WKH ŬUVW DSSURDFK�  ,PSRVLQJ SXEOLF VKDUH RIIHULQJV 

would limit the number of authorised companies. The CMA Board also considered that the success of the 

companies seeking authorisation was not guaranteed, so a public offering may not therefore be in the best 

interests of the public. The Board decided to adopt the second approach and grant authorisation to companies 

25 A Crowd of Subscribers Gathered outside a Local Bank. 

Chapter 12 | Regulating the Capital Market 
and its Institutions

Phase Three / Part 3



188

Market Story

Documentation of the Saudi Capital Market History

WKDW VDWLVŬHG WKH UHJXODWRU\ UHTXLUHPHQWV� +RZHYHU� WKH &0$ UHWDLQHG WKH ULJKW WR REOLJH FRPSDQLHV DW DQ\ 

time to offer part of their shares for public subscription by virtue of the authorisation document.  

In order to protect investors, the Authorised Persons Regulations required the protection and separation of 

clients assets and money from those of the authorised person. According to the Regulations, an authorised 

person had to notify the CMA of liquidation and the plan they intended to follow for the resolution of all 

claims related to client money and assets. Insolvent authorised persons were not permitted to dispose of or 

accept further client money or client assets. Authorised persons who wanted to cease carrying on securities 

business were obliged to notify the CMA in writing of the date on which they intended to cease carrying 

on securities business and the reasons for the decision at least 45 days in advance of that date. The CMA 

also had the right to refuse a request to cancel an authorisation if it considered that the maintenance of the 

authorisation was necessary to investigate any matter affecting the authorised person or to protect the 

interests of the authorised person’s clients. Lastly, authorised persons had to hold client money at a local 

bank. 

In anticipation of the issuing of the Authorised Persons Regulations, several entrepreneurs approached 

the CMA expressing their interest in establishing companies to conduct authorised business. The desire to 

HVWDEOLVK VXFK ŬUPV ZDV GULYHQ E\ LQFUHDVHG SULPDU\ DQG VHFRQGDU\ PDUNHW DFWLYLWLHV� 

As soon as the Authorised Persons Regulations were issued, the CMA began issuing authorisations to 

several investment companies, thus allowing them to compete with banks, which previously had a monopoly 

RYHU WKH EURNHUDJH EXVLQHVV� 7KH ŬUVW DXWKRULVDWLRQ ZDV LVVXHG LQ 2FWREHU ���� WR WKH 0DOD] )LQDQFLDO 

Consultancy Firm, which was allowed to carry out arranging and advising activities as per the regulations. A 

total of eight authorisations were granted by the CMA in 2005, followed by another 40 the following year. 

7KH DXWKRULVDWLRQ RI EURNHUDJH ŬUPV LQ DGGLWLRQ WR EDQNV ZKR SUHYLRXVO\ ZHUH WKH VROH SURYLGHUV RI EURNHUDJH 

VHUYLFHV ZDV D PDMRU LPSURYHPHQW LQ WKH 6DXGL FDSLWDO PDUNHW�  7KH LQWURGXFWLRQ RI QRQ�EDQN EURNHUDJH ŬUPV 

increased competition and new services were offered to issuers of securities and investors. 

Banks wishing to continue to undertake securities business were obliged by the CMA to establish independent 
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subsidiaries. As market rules and regulations changed, banks had to restructure their operations and train 

their personnel who had worked under the previous regulatory structure for nearly 20 years.  

The new developments in regulations, trading methods, and settlement processes forced commercial 

banks to develop their systems and train their human resources to accommodate the new changes. The 

transition in the banking sector lasted nearly two years, and by the end of that period, banks had established 

independent brokerage companies with a board of directors, as required by the CMA. 

7KH &0$ VXSSRUWHG QHZO\ DXWKRULVHG ŬUPV ZLWK VXSSRUW� LQWHJUDWLQJ WKHP LQWR WKH FDSLWDO PDUNHW�  6HYHUDO 

UHJXODWRU\ FKDQJHV ZHUH UHTXLUHG WR HQVXUH WKDW WKHVH ŬUPV FRXOG LQWHJUDWH ZLWK WKH &0$ DQG 7DGDZXO 

V\VWHPV� $XWKRULVHG ŬUPV KDG WKHLU RZQ FKDOOHQJHV UHODWLQJ WR PDQDJHPHQW DQG KLULQJ WDOHQWHG SURIHVVLRQDOV� 

EXW WKHVH FKDOOHQJHV ZHUH HYHQWXDOO\ RYHUFRPH DV WKH QHZ ŬUPV JDLQHG PRUH H[SHULHQFH� 6XEVLGLDULHV RI 

EDQNV KDG D FRPSHWLWLYH DGYDQWDJH RYHU RWKHU QRQ�EDQNLQJ ŬUPV LQ WHUPV RI FOHDULQJ DQG VHWWOHPHQW� 7KH 

QHZ ŬUPV KDG WR FRQWUDFW ZLWK EDQNV WR FOHDU DQG VHWWOH WUDQVDFWLRQV� ZKLFK LQFUHDVHG WKHLU FRVWV� 7KHUHIRUH� 

VXSSRUW ZDV RIIHUHG WR WKHVH ŬUPV WR HQVXUH D KHDOWK\ DQG FRPSHWLWLYH HQYLURQPHQW�  

$ IXUWKHU FKDOOHQJH DW WKH WLPH ZDV WKH VLJQLŬFDQW GHPDQG IRU DXWKRULVDWLRQV� RXW RI IHDU WKDW WKH &0$ 

would put a cap on the number of authorisations it issued. On the contrary, the CMA issued authorisations 

DQG VXSSRUWHG DQ\ ŬUPV WKDW PHW WKH DSSOLFDWLRQ DQG UHJXODWRU\ UHTXLUHPHQWV� +RZHYHU� GXH WR OLPLWDWLRQ 

concerns, some accounting and auditing companies obtained their authorisations without carrying out the 

regulatory requirements. This resulted in violations, mainly due to a lack of awareness, and the CMA was 

forced to withdraw authorisations from several companies to demonstrate that authorised persons had 

WR DELGH E\ WKH UHJXODWLRQV� 6RPH RI WKHVH FRPSDQLHV ŬOHG ODZVXLWV DJDLQVW WKH &0$ IRU FDQFHOOLQJ WKHLU 

authorisation, but they were later deemed to have violated market regulations. 

$GGLWLRQDOO\� WKH &0$ GHYHORSHG D VHW RI WHVWV WR DVVHVV ZKHWKHU WKH SHUVRQQHO RI ŬQDQFLDO LQVWLWXWLRQV 

could carry out their responsibilities (for those in positions that needed to be registered). The tests covered 

technical and professional criteria that had to be met by registered persons or applicants. The CMA also 

performed inspections to ensure that authorised persons were abiding by the Capital Market Law and its 

Implementing Regulations. 
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12.8. From Shares to Diversified Financial Products 

)RU PDQ\ \HDUV� VKDUHV ZHUH WKH RQO\ VHFXULW\ LQ WKH 6DXGL FDSLWDO PDUNHW� HVSHFLDOO\ WKURXJKRXW LWV ŬUVW 

two phases of historical development. However, the passing of the Capital Market Law ushered in an era of 

GLYHUVLŬHG ŬQDQFLDO SURGXFWV� 

7KH &0$ VRXJKW WR SURPRWH DQ HIŬFLHQW DQG YLULOH FDSLWDO PDUNHW� ZKLFK ZRXOG EH SLYRWDO LQ PHHWLQJ WKH 

nation's economic and developmental aspirations. In order to deepen and broaden the market for enhanced 

VRFLR�HFRQRPLF GHYHORSPHQW� WKH &0$ HQFRXUDJHG QHZ LQYHVWPHQW DQG ŬQDQFLQJ PHWKRGV� 7KH &DSLWDO 

Market Law gave the CMA the authority to approve market securities. Debt instruments, investment funds, 

DQG UHDO HVWDWH LQYHVWPHQW IXQGV ZHUH WKH ŬUVW ŬQDQFLDO SURGXFWV WR EH UHJXODWHG GXULQJ WKLV SHULRG RI 

transition. 

12.8.1. Debt Instruments 
Debt instruments, consisting of sukuk and bonds1, were regulated in accordance with the provisions of 

the Capital Market Law, which included provisions on tradable debt instruments issued by companies, the 

government, public institutions, or public organisations. Moreover, the rules of offering sukuk were included 

under the Rules on the Offer of Securities.  

6XNXN ZHUH FDXWLRXVO\ LQWURGXFHG WR WKH FDSLWDO PDUNHW LQ ����� ,Q WKH VDPH \HDU� 6$%,& LVVXHG DQG RIIHUHG 

sukuk with a value of SAR 3 billion. 

12.8.2. Investment Funds 
Investment funds were not new to the Saudi capital market. As previously discussed, local stock investment 

IXQGV GDWH EDFN WR ���� ZKHQ WKH 0LQLVWHU RI )LQDQFH DQG 1DWLRQDO (FRQRP\ DSSURYHG WKHLU FUHDWLRQ 

through commercial banks under SAMA’s supervision. In 2003, Chapter Six of the Capital Market Law, 

HQWLWOHG ņ,QYHVWPHQW )XQGV DQG &ROOHFWLYH ,QYHVWPHQW 6FKHPHVŇ� GHŬQHG DQ LQYHVWPHQW IXQG DV ņD FROOHFWLYH 

investment scheme aimed at providing investors therein with an opportunity to participate collectively in the 

1 Debt instruments are tradeable capital market securities used to raise capital. They are issued in the form of sukuk or bonds by companies, 
governments, and public institutions to cover their financing needs. Debt instruments can be short-term (repaid within one year) or long-term (over 
a year).
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SURŬWV RI WKH VFKHPH ZKLFK LV PDQDJHG E\ DQ LQYHVWPHQW PDQDJHU IRU VSHFLŬHG IHHV�Ň 

The CMA was given the authority to regulate the activities of investment funds managed by banks within 

two years of the enactment of the Capital Market Law. Furthermore, the Law outlined the CMA’s authority 

and responsibilities in terms of regulating and supervising portfolio managers and investment advisers, 

which also included setting the regulations, rules, and instructions related to the organisational structure, 

accounting systems and operational rules, and investment fund governance and decision making.  

At the time, SAMA supervised investment funds established by banks. Soon after, supervisory responsibility 

was handed over to the CMA, which faced two options: begin supervising the funds as part of banks’ 

operations or separate the funds from banks’ activities. Eventually, it was agreed that the CMA would 

issue authorisations and regulate market conduct and SAMA would monitor the banking activities of the 

investment funds. Both entities cooperated in carrying out supervisory control and inspections. The CMA 

took the initiative to form a committee of investment fund managers.  

Having monitored the work of investment fund managers for some time, the CMA deemed it necessary to 

VWUHQJWKHQ WKH JRYHUQDQFH RI IXQGV E\ GHŬQLQJ GLVFORVXUH UHTXLUHPHQWV� %DQNV ZHUH UHTXLUHG WR VHSDUDWH 

securities business by forming independent subsidiaries, and at this time the CMA introduced the Investment 

)XQGV 5HJXODWLRQV� RQ ��WK 'HFHPEHU ����� 7KHVH UHJXODWLRQV RXWOLQHG DOO SURYLVLRQV UHODWHG WR DXWKRULVLQJ 

the establishment and offering of investment funds. Document 72 is the CMA Board’s decision on approving 

the Investment Funds Regulations. 

After issuing the regulations, the CMA requested banks to return the authorisation forms of existing funds 

ZLWKLQ D VSHFLŬHG SHULRG� &RQVHTXHQWO\� QHZ IXQGV ZHUH HVWDEOLVKHG LQ FRPSOLDQFH ZLWK WKH UHJXODWLRQV� 

while the prospectuses of pre-existing funds were updated. 

:LWKLQ D SHULRG RI QLQH PRQWKV� WKH &0$ WHDP KDG UHYLHZHG WKH GRFXPHQWV RI PRUH WKDQ ��� IXQGV� 

Disclosure standards that had been historically adopted by banks needed improvement. Documentation 

ZDV SURYLGHG LQ SDSHU IRUP DQG WKH ODQJXDJH XVHG ZDV GLIŬFXOW WR XQGHUVWDQG� 7R LPSURYH GLVFORVXUH DQG 
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72 The Decision of CMA Board on Approving Investment Funds Regulations in 2006. 

the clarity of information for investors, 

the CMA established guidelines for 

the quality and language of fund 

documentation. The CMA also worked 

with fund managers to encourage 

innovation and development in the 

industry, leading to improved standards 

of disclosure. 

The CMA took a strict approach towards fund managers who violated the regulations. Some of these 

PDQDJHUV KDG PDGH DFFRXQWLQJ PLVWDNHV WKDW OHG WR D ORZHU XQLW SULFH ZKHQ FRUUHFWHG� 7R Ŭ[ WKHVH HUURUV 

and protect investors, the CMA required the managers to pay an amount equal to the decrease in value. 

$GGLWLRQDOO\� ŬQHV ZHUH LPSRVHG RQ RZQHUV RI QRQ�FRPSOLDQW IXQGV�

12.8.3. Real Estate Investment Funds 
)URP WKH ����V�   LQYHVWPHQW LQ UHDO HVWDWH SURMHFWV SOD\HG DQ LQŭXHQWLDO SDUW LQ WKH JURZWK RI WKH .LQJGRP
V 

real estate market, particularly in the development of cities. Investment of this nature involved a group 

of people pooling their resources to buy land or property, with each person receiving a share. They would 

FKRRVH D WUXVWHG LQGLYLGXDO WR KDQGOH WKH ŬQDQFLDO DVSHFWV DQG GHDO ZLWK JRYHUQPHQW DJHQFLHV� 7KH JRDO ZDV 

WR PDNH SURŬWV IRU WKH LQYHVWRUV E\ EX\LQJ DQG VHOOLQJ WKH ODQG RU SURSHUW\� 'RFXPHQW �� LV DQ H[DPSOH RI D 

UHDO HVWDWH LQYHVWPHQW DQQRXQFHPHQW IURP �����  
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73 An Example of a Real Estate Investment Announcement in 1976. 

74 An Example of a Real Estate Share Certificate. 

At the time, real estate transactions 

were based on trust and reputation, 

and were a popular investment.  

As time passed, real estate investment 

evolved to include residential or 

commercial complexes and such 

investments were sold to the public 

as shares. These shares represented 

RZQHUVKLS RI D VSHFLŬF DUHD RI WKH 

property and were called “real estate 

shares'' as shown in Document 74. 

This type of investment in real estate 

initially did not have rules or regulations to ensure their proper operation and the protection of the rights 

of shareholders. Some people in charge of these investments used the money for their own purposes or 

invested it in other projects, which put shareholder money at risk and led to the failure of many real estate 

investment projects. In response, the Ministry of Commerce and Industry stopped issuing authorisations for 

new real estate investments and issued a decision on 24th January 2004 setting rules for the operation of 

real estate investments and outlining the requirements for obtaining an authorisation. The rules stated that 

no new real estate investment could be offered or announced without the ministry's approval. However, the 

problems related to real estate investments persisted. 

After its establishment, the CMA 

attempted to address the issues 

surrounding real estate investments 

in a way that would allow this activity 

to continue in an organised, modern 

way. This was especially important in 

2005 when the stock market saw a 

resurgence. To achieve its objective, 
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the CMA worked on introducing regulations for establishing real estate investment funds. The main issue 

at the time was related to real estate registration, including the registering of real estate in the name of a 

person. 

The CMA team began developing the Real Estate Investment Funds Regulations. In preparing the regulations, 

the team drew upon global experiences to determine the activities of real estate funds and took into 

consideration the preferences of investors and the experiences of leading real estate companies in the 

Kingdom. 

2Q ��WK -XO\ ����� WKH 5HDO (VWDWH ,QYHVWPHQW )XQGV 5HJXODWLRQV ZHUH LQWURGXFHG� 7KHVH ZHUH WKH ŬUVW 

regulations of their kind in the Kingdom, and they established rules for the authorisation, issuance, and 

management of real estate investment funds, as well as requirements for disclosure and the protection 

of ownership rights. These regulations replaced those issued by the Ministry of Commerce and Industry in 

2004 and effectively ended the practice of real estate investments, allowing them to be made only through 

investment funds. Document 75 is the CMA Board’s decision on approving the Real Estate Investment Funds 

Regulations. 

The CMA’s new Real Estate Investment Funds Regulations addressed issues that arose with the old system 

of real estate investment, which often resulted in disputes between those who invested and those who 

managed the investment in real estate. The introduction of the new regulations marked a shift towards a 

more corrective market approach. 

75 A Decision Approving the Real Estate Investment Funds Regulations in 2006. 

The implementation of the Real 

Estate Investment Funds Regulations 

encountered some challenges. 

Traditional real estate professionals, 

who were accustomed to decisions 

being made by property owners, 

struggled with the new regulations, 

which separated ownership from 
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management and gave owners a seat on a fund's board of directors. The regulations also allowed for the 

transfer of ownership to a third party or investment company. In response to the new regulations, some real 

estate professionals formed private investment companies to manage real estate funds, while others turned 

to specialised real estate management companies. 

12.9. Depository, Clearing and Settlement  

At the time of the Ministerial Committee, the Saudi Shares Registration Company (SSRC) was responsible for 

PDQDJLQJ WKH GHSRVLW RI VHFXULWLHV� DQG FOHDULQJ DQG VHWWOHPHQW� :LWK WKH LQWURGXFWLRQ RI WKH &DSLWDO 0DUNHW 

Law, these responsibilities were transferred to the Securities Depository Centre. The Capital Market Law 

H[SODLQHG LQ GHWDLO� LQ $UWLFOHV ������ WKH SURFHVV IRU HVWDEOLVKLQJ DQG RSHUDWLQJ WKH 6HFXULWLHV 'HSRVLWRU\ 

Centre and the rules for its operation. The board of directors of the Exchange was responsible for establishing 

the Securities Depository Centre as the only entity in the Kingdom authorised to handle the deposit, transfer, 

VHWWOHPHQW� FOHDULQJ� DQG UHJLVWUDWLRQ RI WUDGHG ŬQDQFLDO VHFXULWLHV LQ WKH PDUNHW� 

In September 2005, the CMA Board, which had temporarily assumed the powers of the board of directors 

of the Exchange, contacted listed companies in the capital market and urged them to update their data and 

records and update the personal information of shareholders in preparation for transferring share registers 

to the Securities Depository Centre. The Centre became responsible for the custody and deposit of securities 

traded in the market and the registration of related ownership rights, as stated in the Capital Market Law. 
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26 The Custodian of the Two Holy Mosques King Salman Bin Abdulaziz 
Al Saud Reviewing the Architectural Model of the King Abdullah 
Financial District in 2006. 

12.10. The Financial District  

'XULQJ WKLV IRUPDWLYH SHULRG� WKH LGHD RI HVWDEOLVKLQJ D ŬQDQFLDO GLVWULFW LQ 5L\DGK VLPLODU WR /RQGRQńV &DQDU\ 

:KDUI DOVR HPHUJHG� ,W ZDV SURSRVHG WKDW WKH FHQWUH ZRXOG LQFOXGH WKH KHDGTXDUWHUV RI WKH &0$� WKH 6DXGL 

6WRFN ([FKDQJH �7DGDZXO�� DQG ŬQDQFLDO FRPSDQLHV� 7KH LGHD ZDV ŬUVW SURSRVHG E\ +LV ([FHOOHQF\ ODWH 

Jammaz Al-Suhaimi during his tenure as Chairman of the Standing Supervisory Committee (SSC). After the 

establishment of the CMA in 2004, the idea was initially pursued with the joint efforts of His Excellency 

0LQLVWHU RI )LQDQFH DQG WKH *RYHUQRU RI WKH 3XEOLF 3HQVLRQ $JHQF\� ,Q 0D\ ����� WKH &XVWRGLDQ RI WKH 7ZR 

+RO\ 0RVTXHV .LQJ $EGXOODK %LQ $EGXOD]L] $O 6DXG DQQRXQFHG WKH HVWDEOLVKPHQW RI D ŬQDQFLDO GLVWULFW RQ 

ODQG EHORQJLQJ WR WKH 3XEOLF 3HQVLRQ $JHQF\ DORQJ .LQJ )DKG 5RDG LQ 5L\DGK� FRYHULQJ DQ DUHD RI ��� PLOOLRQ 

VTXDUH PHWUHV� 7KH GLVWULFW ZDV SODQQHG DV D FXOWXUDO ODQGPDUN LQ 5L\DGK� WR EULQJ WRJHWKHU WKH ŬQDQFLDO 

LQVWLWXWLRQV RSHUDWLQJ LQ WKH VHFWRU� DV ZHOO DV WR ULYDO VLPLODU JOREDO ŬQDQFLDO GLVWULFWV� 

The CMA collaborated with various government agencies to start preparing for the new ‘King Abdullah 

Financial District’ project. It was agreed that the CMA would lead this major project, which would house 

WKH KHDGTXDUWHUV RI WKH &0$ DQG WKH 6DXGL 6WRFN ([FKDQJH �7DGDZXO�� DV ZHOO DV VHYHUDO RWKHU ŬQDQFLDO 

institutions including the Financial Academy (FA). It was planned that the district would also include service 

FRPSDQLHV VXFK DV DFFRXQWLQJ DQG OHJDO ŬUPV� FRQVXOWLQJ DQG ŬQDQFLDO ŬUPV� DQG EDQNV� LQ DGGLWLRQ WR 

various amenities including conference and exhibition halls, hotels, residential neighbourhoods, recreational 

and sporting areas, and a good transportation system. 

,PDJH �� VKRZV WKH &XVWRGLDQ RI WKH 7ZR 

Holy Mosques King Salman Bin Abdulaziz Al 

Saud reviewing the architectural model of the 

King Abdullah Financial District when he was 

WKH *RYHUQRU RI 5L\DGK LQ ����� 
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Chapter 13: 6WRFN 0DUNHW %XEEOH RI ����

After the CMA was established by a Royal Decree in July 2004, it began preparing regulations for the capital 

PDUNHW� :LWKLQ D \HDU� LW KDG UHOHDVHG ŬYH SULPDU\ UHJXODWLRQV DV ZHOO DV WKH *ORVVDU\ RI 'HŬQHG 7HUPV 8VHG 

in the Regulations and Rules of the Capital Market Authority. The CMA also worked on organising its internal 

structure and developing the required regulatory framework for the capital market. Prior to October 2005, 

banks acted as brokerage service providers under SAMA, while Tadawul was simply an electronic trading 

SODWIRUP ZLWKRXW D OHJDO HQWLW\� %\ )HEUXDU\ ����� WKH 6DXGL FDSLWDO PDUNHW IDFHG D VHYHUH FULVLV� OHDGLQJ WR 

D VKDUS GURS RI ����� SRLQWV LQ WKH LQGH[ DQG UHVXOWLQJ LQ VLJQLŬFDQW ORVVHV RI DERXW 6$5 � WULOOLRQ� 

13.1. Global Stock Market Bubbles 

7KH 6DXGL VWRFN PDUNHW EXEEOH RI ���� ZDV MXVW RQH LQ D VHULHV RI ŬQDQFLDO EXEEOHV WKDW KDG RFFXUUHG 

ZRUOGZLGH IRU FHQWXULHV� $ VWRFN PDUNHW EXEEOH� DOVR NQRZQ DV D ŬQDQFLDO EXEEOH� RFFXUV ZKHQ PDUNHW 

participants buy stocks at prices higher than their true value. This happens when the goal of buying the stock 

LV WR SURŬW IURP LWV SULFH LQFUHDVH UDWKHU WKDQ LWV DELOLW\ WR JHQHUDWH LQFRPH� $V D UHVXOW� WKH SULFH FROODSVHV 

ZKHQ WKHUH LV D VWURQJ VHOO�RII DQG WKH EXEEOH
V HIIHFWV FDQ VSUHDG WR RWKHU VWRFNV DV FRQŬGHQFH LV ORVW DQG 

panic sets in. Behavioural theories attribute the occurrence of stock market bubbles to a collective mode of 

WKLQNLQJ� $V SUHYLRXVO\ GLVFXVVHG� WKH HPHUJHQFH RI ŬQDQFLDO EXEEOHV LV KLVWRULFDOO\ WUDFHG WR VSHFXODWLRQV 

on the British South Sea Company's stocks in the early 18th century. The famous scientist Isaac Newton 

was affected by these events, he later expressed his inability to understand the human folly that caused 

the bubble.  

Economic bubbles date back even earlier, to the 17th century, when tulip prices in the Netherlands soared to 

unrealistic levels due to intense and unethical speculation, leading to the phenomenon known as the “tulip 

mania”. The craze led to people trading tulip contracts on the futures market, referred to as the “wind trade”, 
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DQG WKH SULFH RI D VLQJOH WXOLS UHDFKHG ������ JXLOGHUV� D FRQVLGHUDEOH VXP DW WKH WLPHłVXIŬFLHQW WR EX\ D 

OX[XULRXV PDQVLRQ ZLWK D ODNH YLHZ LQ WKH FDSLWDO FLW\ RI $PVWHUGDP� :KHQ SHRSOH EHJDQ VHOOLQJ WKH ŭRZHUV� 

SULFHV FUDVKHG� DQG SDQLF VSUHDG� FDXVLQJ SULFHV WR SOXPPHW E\ DERXW ��� �,PDJH ���� 0DQ\ 'XWFK SHRSOH 

lost their money and became heavily indebted.

Bubbles are a phenomenon that is inherent in the capitalist system and occur even in the most advanced 

PDUNHWV� ([DPSOHV RI WKHVH LQFOXGH WKH :DOO 6WUHHW &UDVK RI ���� DQG WKH *UHDW 'HSUHVVLRQ WKDW IROORZHG LW� 

WKH VWRFN PDUNHW FUDVK RI ����� WKH $VLDQ VWRFN PDUNHW FULVLV RI ���������� WKH -DSDQHVH DVVHW SULFH EXEEOH 

27 The Development of Tulip Prices. 

LQ WKH ODWH ����V� WKH GRW�FRP EXEEOH LQ 

����� DQG WKH JOREDO ŬQDQFLDO FULVLV RI ����� 

also known as the housing bubble. Other 

examples include the previously discussed 

Kuwait’s Souk Al-Manakh market crisis and 

WKH %ODFN 0RQGD\ FULVLV RI ����� 

13.2. Saudi Stock Market Bubble of 2006 

,Q ����� WKH 6DXGL $UDELDQ VWRFN PDUNHW H[SHULHQFHG RQH RI LWV PRVW VHYHUH FULVHV� PDUNHG E\ XQZDUUDQWHG 

LQFUHDVHV LQ DOO LQGLFHV WKDW OHG WR H[FHVVLYH VSHFXODWLRQ LQ WKH PDUNHW� 7KLV ZDV IROORZHG E\ D VLJQLŬFDQW 

GHFOLQH LQ SULFHV� FDXVLQJ D VWHHS GURS RQ ��WK )HEUXDU\ ����� 7R XQGHUVWDQG WKH HYHQWV RI WKH FULVLV� LWV 

causes and results, it is necessary to go back to the years leading up to enactment of the Capital Market 

/DZ DQG WKH &0$� ZKLFK ZDV IRUPHG LQ WKH PLGVW RI WKH FULVLV DQG IRXQG LWVHOI LQ D GLIŬFXOW SRVLWLRQ� XQOLNH 

anything it had faced before. 
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13.2.1. Before the Turmoil 
In 2001, following the events of 11th September and the return of national funds from abroad, Saudi Arabia 

VDZ D GHFUHDVH LQ QHW RXWŭRZV RI IRUHLJQ LQYHVWPHQW IURP 86' ��� ELOOLRQ LQ ���� WR 86' ���� PLOOLRQ LQ 

����� ZKLOH QHW LQŭRZV RI IRUHLJQ LQYHVWPHQW LQWR WKH FRXQWU\ URVH IURP 86' ������ ELOOLRQ LQ ���� WR 86' 

���� PLOOLRQ LQ ����� 7KLV ZDV DFFRPSDQLHG E\ D ULVH LQ SULFHV GXH WR LQFUHDVHG JOREDO GHPDQG EHWZHHQ 

���� DQG ����� FDXVLQJ WKH SULFH RI FUXGH RLO WR JR IURP 86' �� SHU EDUUHO LQ ���� WR 86' �� SHU EDUUHO LQ 

����� $V D UHVXOW� RLO UHYHQXHV URVH IURP 6$5 ����� ELOOLRQ LQ ���� WR 6$5 ��� ELOOLRQ LQ ����� OHDGLQJ WR D 

VLJQLŬFDQW LQFUHDVH LQ RYHUDOO UHYHQXHV ZKLFK GRXEOHG IURP 6$5 ��� ELOOLRQ LQ ���� WR 6$5 ��� ELOOLRQ E\ WKH 

end of 2005. The GDP surplus also increased from 3.2% in 2000 to 18.4% in 2005, and the GDP growth rate 

LQ ���� ZDV ����� 7KHVH GHYHORSPHQWV DOORZHG WKH JRYHUQPHQW WR SD\ RII LWV GHEW WR ORFDO EDQNV� LQFUHDVH 

infrastructure spending, and invest in energy production projects. The government debt ratio decreased from 

���� LQ ���� WR ��� LQ ����� )LJXUH �� VKRZV WKH GHYHORSPHQW RI RLO SULFHV EHWZHHQ ���������� 

24 Oil Prices between 1999-2006.
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During this period of prosperity between 2000 and 2005, the market value of all Gulf stock markets increased 

approximately tenfold, from around USD 177 billion to USD 1.135 trillion, with the value of traded stocks 

LQFUHDVLQJ �� WLPHV� IURP 86' �� PLOOLRQ WR 86' ����� ELOOLRQ� +RZHYHU� WKH PDMRULW\ RI WKHVH LQFUHDVHV ZHUH 

in Saudi Arabia, which accounted for approximately half of the market value and around 80% of the value 

WUDGHG LQ ����� )URP ���� WR PLG������ WKHUH ZHUH DSSUR[LPDWHO\ �� LQLWLDO RIIHULQJV RI SXEOLF VXEVFULSWLRQV 

LQ *XOI PDUNHWV� WRWDOOLQJ DURXQG 86' ���� ELOOLRQ� 2I WKHVH� �� ZHUH LQ 6DXGL $UDELD� DFFRXQWLQJ IRU ������ 

Saudi companies dominated the funds raised through these subscriptions, with a value of USD 7 billion, or 

45% of the total. 

13.2.2. The Liquidity Trap 
7KHUH ZDV D VLJQLŬFDQW LQFUHDVH LQ WKH PRQH\ VXSSO\ LQ WKH 6DXGL VWRFN PDUNHW EHWZHHQ ���� DQG ����� 

with Broad Money, or M31� ULVLQJ IURP 6$5 ��� ELOOLRQ LQ ���� WR 6$5 ����� ELOOLRQ LQ ����� %DQN GHSRVLWV 

DOVR LQFUHDVHG IURP 6$5 ��� ELOOLRQ LQ ���� WR 6$5 ��� ELOOLRQ LQ ����� %DQN DVVHWV LQFUHDVHG IURP 6$5 

��� ELOOLRQ LQ ���� WR 6$5 ��� ELOOLRQ LQ ����� %DQNV WRRN DGYDQWDJH RI WKH H[FHVV OLTXLGLW\ E\ LQFUHDVLQJ 

lending, with consumer loans and credit card debt reaching SAR 185 billion in 2005, an increase from SAR 

���� ELOOLRQ LQ ����� 0DQ\ SXEOLF DQG SULYDWH VHFWRU HPSOR\HHV WRRN RXW ORDQV IURP EDQNV XVLQJ WKHLU VDODULHV 

as collateral. Banks also provided investment fund-secured loans to individuals, totalling approximately SAR 

�� ELOOLRQ XQWLO )HEUXDU\ ����� 7KLV SURPSWHG 6$0$ WR LVVXH QHZ UHJXODWLRQV JRYHUQLQJ FRQVXPHU ŬQDQFLQJ 

DQG UHODWHG JXDUDQWHH DJUHHPHQWV DW WKH HQG RI ����� ZKLFK FDPH LQWR HIIHFW LQ ����� 7KHVH UHJXODWLRQV 

included a cap on lending such that total monthly payments by the borrower should not exceed one-third 

of their net monthly salary, including credit card debt. For retired individuals, payments were limited to a 

PD[LPXP RI ��� RI WKHLU SHQVLRQ� 0RUHRYHU� WKH PD[LPXP GXUDWLRQ IRU DQ\ FRQVXPHU ŬQDQFLQJ ZDV QRW 

VXSSRVHG WR H[FHHG ŬYH \HDUV� $OWKRXJK WKHVH UHJXODWLRQV ZHUH JRRG� WKH\ FDPH WRR ODWH� 

13.2.3. The Stock Market Boom 
Since the early 2000s, there has been a surge in the popularity of the stock market among citizens; it 

had become their primary option for investing their savings, given the lack of other investment channels. 

Moreover, with the return of national funds from abroad, which were mostly invested in foreign stocks and 

ERQGV� LW ZDV QDWXUDO IRU WKHVH IXQGV WR ŬQG WKHLU ZD\ WR WKH ORFDO VWRFN PDUNHW� $W WKH VDPH WLPH� HVWDEOLVKLQJ 

1  Broad money, or M3, is the total of currency outside banks, demand deposits, time and savings deposits, and other quasi-money deposits.
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LQYHVWPHQW SURMHFWV ZDV PXFK PRUH GLIŬFXOW DQG WLPH�FRQVXPLQJ� UHTXLULQJ ��� GD\V DQG �� SURFHGXUHV DW 

a cost of 82% of the average individual income. As a result, the stock market came to offer a more attractive 

RSWLRQ GXH WR LWV DFFHVVLELOLW\� VSHHG RI HQWU\ DQG H[LW� DQG SRWHQWLDO IRU TXLFN SURŬWV�  

Since the Saudi riyal is pegged to the US dollar, the decline in interest rates on the dollar in the early 2000s 

also led to a decline in interest rates at Saudi banks. This left investors with little choice but to seek returns 

in the stock market. Additionally, the low interest rate encouraged people to borrow from banks and reinvest 

the borrowed money in stocks. 

,Q WKH SDVW� EDQNV ZHUH RIŬFLDOO\ LQ FKDUJH RI VWRFN WUDGLQJ DQG XVHG WKHLU OLTXLGLW\ WR PDNH LW HDVLHU IRU SHRSOH 

WR EX\ VWRFNV� 6RPH VWRFN IXQGV WRRN DGYDQWDJH RI WKH KLJK OLTXLGLW\ WKDW ŭRZHG LQ WR PDNH VSHFXODWLYH 

LQYHVWPHQWV� :LWK WKH DGYHQW RI RQOLQH VWRFN WUDGLQJ LQ ����� DQ\RQH FRXOG WUDGH VWRFNV E\ VLPSO\ XVLQJ 

D FRPSXWHU DQG LQWHUQHW FRQQHFWLRQ� 7KLV OHG WR D VLJQLŬFDQW LQFUHDVH LQ WKH QXPEHU RI RQOLQH WUDGLQJ 

subscribers, reaching 245,500 by the end of 2005. Stock speculation on the internet became a common 

activity and an easy source of income for many people. Some even left their jobs and bought computers to 

trade stocks without a solid understanding of investment principles. Trading was only available twice a day 

except on Thursdays when it was once a day, with Friday being the only day off for trading. 

The Saudi stock market became more popular around the same time that the government launched the Saudi 

Telecom Company (STC), initial public offering, leading to a stock market boom. This attracted individuals to 

the stock market and introduced them to a new type of investment. Subsequent offerings, such as Bank 

Albilad offering, which attracted about 8.8 million citizens, and the Yanbu National Petrochemical Company 

�<DQVDE� RIIHULQJ LQ ����� ZKLFK LQYROYHG DERXW ��� PLOOLRQ VXEVFULEHUV� OHG WR VLJQLŬFDQW LQFUHDVHV LQ VWRFN 

prices. For example, the price of Sahara Petrochemicals Company stock rose by 200% after its listing in June 

2004, and Etihad Etisalat's stock increased by 500% after its offering in December 2004.  

7KHVH SURŬWV DWWUDFWHG HYHQ PRUH SHRSOH WR WKH VWRFN PDUNHW� ZKLFK DW WKH WLPH RQO\ KDG �� OLVWHG FRPSDQLHV 

with a total market value of about SAR 280 billion and a total trading value of only SAR 133 billion for the 

entire year. 
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13.2.4. Lack of Financial Literacy 
$FFRUGLQJ WR UHFHQW VWXGLHV� ��� RI LQYHVWRUV LQ WKH 6DXGL PDUNHW RQO\ KDG WKUHH \HDUV RI H[SHULHQFH LQ WUDGLQJ 

and investing. This lack of investment literacy may have contributed to the high rates of speculation and 

risk-taking among investors at the time. Instead of following proper investment analysis techniques when 

PDNLQJ LQYHVWPHQW GHFLVLRQV� LQYHVWRUV ZHUH PDLQO\ LQŭXHQFHG E\ D GHVLUH WR JHW ULFK TXLFNO\� SDUWLFXODUO\ 

after they saw others having success in the stock market.  

A study from 2005 found that 37% of losses suffered by traders in the Saudi stock market were due to a 

ODFN RI H[SHULHQFH DQG LQVXIŬFLHQW VNLOOV� 2WKHU FRQWULEXWLQJ IDFWRUV LQFOXGHG WKH FRQFHQWUDWLRQ RI RZQHUVKLS 

DQG D ODFN RI PDUNHW PDNHUV �������� PDUNHW ŭXFWXDWLRQV ������ ODFN RI WUDQVSDUHQF\ ������ ODFN RI EDQN 

IDFLOLWLHV ������� DQG WKH LQHIIHFWLYHQHVV RI WKH &0$ LQ SUHYHQWLQJ WKH VSUHDG RI UXPRXUV DQG OHDNV ����� 7KH 

VXUYH\ DOVR UHYHDOHG WKDW ��� RI WUDGHUV DLPHG IRU TXLFN SURŬWV� ��� WXUQHG WR VWRFNV IRU HDV\ FRQYHUVLRQ 

WR FDVK� DQG ��� GLG VR GXH WR D ODFN RI DOWHUQDWLYH LQYHVWPHQW FKDQQHOV� $GGLWLRQDOO\� ��� RI WUDGHUV UHOLHG 

RQ ERUURZLQJ WR LQYHVW LQ VWRFNV� DQG ��� RI WKHVH WUDGHUV KDG LQYHVWPHQWV RI OHVV WKDQ KDOI D PLOOLRQ UL\DOV� 

13.2.5. Whales’ Trap  
In the past, many people fell victim to "whales," big-time investors who hold large amounts of a particular 

stock for an extended period of time in order to manipulate its price. These “whales” spread rumours and 

HQFRXUDJHG RWKHUV WR EX\ VWRFNV� WKHQ VROG WKHLU RZQ VKDUHV DW D KLJKHU SULFH� PDNLQJ VLJQLŬFDQW SURŬWV DW 

the expense of those they had tricked. 

6RPH ņZKDOHVŇ DOVR XVHG XQDXWKRULVHG RIŬFHV ZLWK FRPSXWHUV WR RSHQ LQYHVWPHQW SRUWIROLRV IRU XQVXVSHFWLQJ 

individuals, using their passwords to secretly trade on their behalf. At the time, stock trading was a relatively 

QHZ DFWLYLW\ IRU FLWL]HQV DQG YDULRXV EXVLQHVVHV� VXFK DV HQJLQHHULQJ ŬUPV DQG PHGLFDO FOLQLFV� ZKR EHFDPH 

involved in stock trading. In some cases, one person could represent 70 or more individuals in their investment 

decisions. 

Some of the incidents reported at the time involved several people in Riyadh who were defrauded when a 

group of con artists used their names to invest in Etihad Etisalat’s shares without their knowledge. The con 

artists had obtained the victims’ civil registration data under false pretences, and thus opened bank accounts 

Chapter 13 | Stock Market Bubble of 2006

Phase Three / Part 3



203

Market Story

Documentation of the Saudi Capital Market History

in their names. The victims were not aware of the fraud until they went to a bank to subscribe for Etihad 

Etisalat, and were told that they had already subscribed. There were also other incidents of groups buying 

names for SAR 100 to 150 each in various villages.  

13.2.6. Con Artists 
At the time, the only way to learn about investment opportunities was through online forums, chat rooms, 

and some television programs, which featured a group of speculators, self-proclaimed as analysts, who misled 

people, selling them “get-rich-quick” dreams. Moreover, some speculators used online forums and websites 

WR VKDUH WKHLU UHFRPPHQGDWLRQV DPRQJ XVHUV DQG KLUHG ZULWHUV ZRUNLQJ XQGHU SVHXGRQ\PV RU ŬFWLWLRXV 

names to avoid any legal or judicial investigation. They presented fundamental and technical analyses of 

FRPSDQLHV DQG SURYLGHG DGYLFH WR EX\ RU VHOO LQ RUGHU WR DFKLHYH TXLFN ŬQDQFLDO JDLQV E\ VWLPXODWLQJ GHPDQG 

or supply on the stocks of those companies.  

The reputation of one of these con artists spread in some forums where he wrote under a pseudonym and 

continued to manipulate stock prices until he revealed his identity and was caught and penalised by the CMA. 

+RZHYHU� LW ZDV GLIŬFXOW IRU WKH &0$ WR PRQLWRU DOO IRUXPV DQG FKDW URRPV DW WKH VDPH WLPH� 7KHUH ZHUH 

multiple discussions within the CMA to regulate the online activities of these people or only allow analysis 

E\ WKRVH ZLWK FHUWLŬFDWLRQ� EXW WKH FRPPXQLW\ DQG PDUNHW ZHUH QRW \HW SUHSDUHG IRU WKLV� JLYHQ SHRSOHńV 

HQWKXVLDVP DQG WKH KXJH QXPEHU RI IRUXPV DQG TXLFN LQWHUDFWLRQV� ,Q OHVV WKDQ �� PLQXWHV� RQH FRXOG ŬQG 

thousands of responses to one of the forum’s contributions, which had thousands of members. 

13.2.7. Fever of the Worthless 
During this time, stocks known as “shares of the worthless” circulated among traders, referring to stocks 

of companies that had consecutive losses and did not represent the real value of their capital. These were 

companies that had no reserves and did not distribute annual dividends, but instead investors were deceived 

ZLWK DUWLŬFLDO LQFUHDVHV LQ WKHLU VWRFN SULFHV FRPSDUHG WR WKH OLPLWHG LQFUHDVH LQ WKH SULFHV RI SURŬW�PDNLQJ 

companies' stocks. Speculators used these shares to plunder the money of citizens through stock price 
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PDQLSXODWLRQ UHVXOWLQJ IURP D OLPLWHG QXPEHU RI IUHH ŭRDW VKDUHV� 7KHVH LQFOXGHG WKH VWRFNV RI QHZ LQVXUDQFH 

companies, which were required to offer their stocks to the public based on the Cooperative Insurance 

Companies Control Law issued by Royal Decree M/32 in 2003, as well as other loss-making companies 

ZKRVH SULFHV URVH XQMXVWLŬDEO\ DIWHU EHLQJ DGYHUWLVHG RQ WKH LQWHUQHW� 6RPH RI WKHVH VWRFNV UHDFKHG 6$5 

����� SHU VKDUH� OHDGLQJ WR WKH HPHUJHQFH RI D QXPEHU RI VWRFNV ZLWK LQŭDWHG SULFHV�  7KHVH FRPSDQLHV KDG 

OLPLWHG IUHH ŭRDW� ZKLFK IXUWKHU H[DFHUEDWHG WKH SUREOHP DV WKH VWRFN SULFH FRXOG EH HDVLO\ PDQLSXODWHG� 

0RUHRYHU� PDQ\ LQGLYLGXDOV ZHUH DEOH WR PDNH VLJQLŬFDQW SURŬWV GXH WR WKH FRQWLQXRXV LQFUHDVH LQ VWRFN 

prices. Individuals were able to buy a stock for 10 riyals and sell it for twenty or thirty riyals within a month, 

UHVXOWLQJ LQ DUWLŬFLDO DQG XQVXVWDLQDEOH LQFUHDVHV WKDW ZHUH QRW EDVHG RQ SURGXFWLYLW\ RU SURŬWV� 

6RPH H[SHUWV DQG DFDGHPLFV ZDUQHG DERXW EX\LQJ VWRFNV ZKRVH SULFH GLG QRW DFFXUDWHO\ UHŭHFW WKHLU WUXH 

value, but many traders had been blinded by the lure of quick wealth and did not pay attention to the risks 

LQYROYHG LQ WKLV W\SH RI LQYHVWPHQW� 7KH\ ZHUH LQŭXHQFHG E\ PLVOHDGLQJ YRLFHV RQ LQWHUQHW IRUXPV� XVLQJ 

phrases such as “looking for some worthless stuff” and “what's our worthless prize for today?” 

Amusingly, investors and traders in forums began using nicknames for certain stocks that they traded based 

on whether the stock's value was increasing or decreasing. These nicknames, which had humorous and 

nonsensical meanings, were only understood by those who followed these forums. Despite experiencing 

losses in May 2005, investors and traders continued to invest in these stocks and even encouraged others to 

GR VR E\ RIWHQ VD\LQJ WKDW ņHYHU\ ORVV�PDNLQJ LV D SURŬW DQG HYHU\ SURŬW�PDNLQJ LV D ORVV�Ň 

13.2.8. On the Edge of Ruin 
During this period, high liquidity resulting from successive public offerings led to a rapid increase in 

LQYHVWPHQW SRUWIROLRV� VSHFXODWLRQ� DQG OLTXLGLW\� 7KH JUHHG IRU TXLFN SURŬWV GURYH PDQ\ FLWL]HQV WR EX\ 

stocks; therefore, some hurried to sell their lands, and others sold off their gold possessions. Moreover, some 

borrowed money using the collateral of their house or salary, thereby depleting their savings. Consequently, 

speculation brought the market to the brink of madness and caused the stock price index to rise from 2430 

SRLQWV LQ ���� WR ����� SRLQWV LQ ����� UHSUHVHQWLQJ DQ LQFUHDVH RI ������ DQG WKHQ WR ������ SRLQWV LQ 

2005, an increase of 103%. Figure 25 shows the development of the general stock market index during the 

period 2001-2007. 
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25 The Development of the General Stock Market Index during the Period 2001-2007.

'XULQJ WKH VDPH WLPH SHULRG� WKH YDOXH RI WUDGHG VWRFNV LQFUHDVHG IURP 6$5 ���� ELOOLRQ LQ ���� WR 6$5 ��� 

trillion in 2005. The market value of stocks rose from SAR 280 billion in 2001 to over SAR 3.1 trillion on 25th 

)HEUXDU\ ����� 7KH DQQXDO YDOXH RI WUDQVDFWLRQV LQFUHDVHG IURP 6$5 ����� ELOOLRQ WR DSSUR[LPDWHO\ 6$5 ��� 

WULOOLRQ� )LJXUH �� VKRZV WKH YDOXH RI WUDGHG VWRFNV LQ WKH SHULRG IURP ���� WR ����� 
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26 The Value of Traded Stocks during the Period 2001-2007.
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Benchmark  Index (Feb. 18-27, 2006)
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27 The Stock Price Index, 18th-27th February 2006. 

,Q ����� WKH VWRFN PDUNHW ZLWQHVVHG XQSUHFHGHQWHG OHYHOV RI VSHFXODWLRQ� ZLWK WKH LQGH[ UHDFKLQJ ������ 

points by the end of January. From the start of February, the index continued to rise until it peaked on 

��WK )HEUXDU\ DW ������ SRLQWV� WKH KLJKHVW FORVLQJ SRLQW LQ LWV KLVWRU\� +RZHYHU� RQ WKH IROORZLQJ GD\� 

��WK )HEUXDU\ �ODWHU NQRZQ DV %ORRG\ 6XQGD\�� WKH PDUNHW H[SHULHQFHG D VXGGHQ FUDVK ZLWK PRUH WKDQ �� 

FRPSDQLHV H[SHULHQFLQJ VLJQLŬFDQW GHFOLQHV DQG DOO FRPSDQLHV FORVLQJ DW VKDUS GHFUHDVHV� )LJXUH �� VKRZV 

WKH HYROXWLRQ RI WKH VWRFN SULFH LQGH[ GXULQJ WKH SHULRG RI ��WK���WK )HEUXDU\ ����� 

The sudden drop in the stock market caused people's money to disappear, as if it was swallowed.

7KH TXHVWLRQ OLQJHUHG IRU \HDUV� �:KHUH GLG WKH PRQH\ JR"�� ,Q RQH QLJKW� WKH LQGH[ ORVW ��� SRLQWV� D ���� 

drop, and the market lost SAR 47 billion in market value. Image 28 shows the decline of stock shares and the 

stock market index going into the red.
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13.2.9. Warning Signs 
'XULQJ WKLV WLPH� DOO VLJQV SRLQWHG WR DQ LPSHQGLQJ GLVDVWHU� 7KH DYHUDJH GDLO\ WUDGLQJ YDOXH LQ WKH ŬQDO ZHHNV 

of the bubble reached around SAR 40 billion per day. The highest daily trading values were recorded on 13th, 

��WK� DQG ��WK )HEUXDU\� DW 6$5 ����� ����� DQG ���� ELOOLRQ UHVSHFWLYHO\� 7KH GDLO\ QXPEHU RI WUDGHV UDQJHG 

IURP KDOI D PLOOLRQ WR RQH PLOOLRQ� ZLWK D SHDN RQ ��VW )HEUXDU\ UHDFKLQJ ��� PLOOLRQ WUDQVDFWLRQV� 7KH JHQHUDO 

index rose 8.2% from the beginning of February until 25th February. 

During this period, the CMA was in the process of taking over regulatory responsibility for the stock market. 

Since the formation of the CMA Board in July 2004, the market index rose from 4,413 points at the end of 

���� WR ����� SRLQWV� %\ 2FWREHU RI WKH VDPH \HDU� WKH LQGH[ KDG ULVHQ E\ ��� WR ����� SRLQWV� )URP WKH 

time the Board was formed until the end of 2004, the index rose 41%, surpassing 8,000 points. 

13.2.10. The Eye of the Storm 
6LQFH WKH EHJLQQLQJ RI WKH XQMXVWLŬHG ULVH LQ WKH VKDUHV RI PRVW FRPSDQLHV� WKH &0$ VWURYH WR DFW ZLWKLQ WKH 

framework of the Capital Market Law, which did not allow it to interfere in market mechanisms or direct the 

forces of supply and demand for traded company prices. Instead, the CMA was restricted to two main roles; the 

ŬUVW ZDV VHWWLQJ WUDQVSDUHQF\ OHYHOV WR HQVXUH WKDW DOO OLVWHG DQG RWKHU MRLQW�VWRFN FRPSDQLHV GLVFORVHG WKHLU 

ŬQDQFLDO VWDWHPHQWV� TXDUWHUO\ DQG DQQXDOO\� DV ZHOO DV DQ\ FRUH GHYHORSPHQWV WKDW FRXOG DIIHFW WKH SULFH RI 

securities, in addition to imposing penalties on companies that violated the requirements. The second role 

was overseeing the trading of securities for joint-stock companies to ensure that there were no violations 

28 The Decline of Stock Shares and the Stock Market Index Going into the Red.

of the CMA's regulations, either by traders or 

companies. The violations included reciprocal 

trading (manipulation) or placing orders that 

deluded traders into thinking that there were 

unannounced core developments that could 

LQŭXHQFH WKH SULFHV RI WUDGHG VHFXULWLHV�  

In this context, the CMA tried to act within 

the powers granted to it by the Capital 

Market Law. On 25th December 2004, the 
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&0$ LPSRVHG ŬQHV RQ IRXU FRPSDQLHV WKDW GLG QRW FRPSO\ ZLWK WKH UHTXLUHG UHSRUWLQJ RI WKHLU ŬQDQFLDO 

statements. In the same month, the CMA Board issued a warning to seven companies that failed to publish 

WKHLU VWDWHPHQWV ZLWKLQ WKH VSHFLŬHG GHDGOLQH DQG DQQRXQFHG WKH VWDUW RI WKH LPSOHPHQWDWLRQ RI ŬQHV RQ 

WKHVH FRPSDQLHV DQG WKH VXVSHQVLRQ RI WUDGLQJ LQ WKHLU VWRFNV� 7KH %RDUG DOVR LPSRVHG ŬQHV RQ �� PHPEHUV 

of the boards of directors and senior executives of 35 listed companies for violating the Listing Rules in June 

2005. 

During that time, a chairman of the board of directors of a listed company made a statement to Al Riyadh 

newspaper about the company's plans to approach competent authorities to increase its capital. He also 

explained that the company received offers to merge with other companies. This caught the attention of 

the CMA, which directed an inquiry into the company. The company denied the statement and published an 

announcement on Tadawul website stating that there was no discussion of increasing the company's capital, 

either within the board of directors or with any other party, and that there were no plans to merge with other 

companies at the time. However, due to the discrepancy between the statement and the announcement, 

DQG WKH IDFW WKDW WKH SULFH RI WKH FRPSDQ\
V VWRFN FRQWLQXHG WR ULVH VLJQLŬFDQWO\ GHVSLWH WKH FRPSDQ\
V 

announcement, the CMA decided to open an investigation into the matter and uncover any potential 

violations of the Capital Market Law or its Implementing Regulations. 

Using its powers under the Capital Market Law, in March 2005, the CMA formed the Committee for the 

Resolution of Securities Disputes (CRSD). Through the Committee, the CMA strove to regulate and penalise 

manipulators and violators to protect investors' rights. The CMA suspended transactions in Saudi stock 

investment accounts for 30 days for some traders after receiving credible information that these accounts 

had been used to make a series of large, consecutive buy orders at increasing prices, make offsetting buy 

DQG VHOO RUGHUV EHWZHHQ WZR SRUWIROLRV� DQG PDNH DUWLŬFLDO EX\ DQG VHOO RUGHUV EHIRUH RU LPPHGLDWHO\ DIWHU 

the market closed and then cancel them, all with the purpose of creating fake trades and misleading others 

about prices. The violators were referred to CRSD for engaging in fraudulent and manipulative activities. 

The statement of claim against the defendants detailed the imposition of sanctions on them, including 

LPSULVRQPHQW� ŬQHV� VHL]XUH RI WKHLU DVVHWV HTXLYDOHQW WR WKH DPRXQW RI WKH ŬQHV GXH� DQG WKH SURKLELWLRQ RI 

managing portfolios and working in companies whose shares are traded on the market. 
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Moreover, the CMA penalised an investor for his ownership of 5.22% of one company, which was announced 

at the end of August, and 5.4% of another company, which was announced in early October. The investor then 

told Al Riyadh newspaper that he bought the shares of both companies because he saw their future plans, 

which he described as good, potentially misleading other investors into buying the shares as well. In the 

following days, the investor sold a large percentage of the shares in both companies without announcing the 

sale, which violated the CMA’s Listing Rules. As a result, the CMA immediately suspended all stock investment 

transactions in the investor's accounts until the investigation was completed. The CMA’s Department of 

Follow-up and Enforcement also continued to investigate the matter and, upon completion, presented it to 

WKH &0$ %RDUG IRU FRQVLGHUDWLRQ RI ŬQHV RU UHIHUUDO WR &56'� 7KH GHFLVLRQ DOVR LQFOXGHG WKH LQYHVWLJDWLRQ RI 

another investor for failing to announce a reduction in ownership of more than 5% in one company. 

'XULQJ WKH ŬIWHHQWK DQQXDO FRQIHUHQFH RI WKH 6DXGL (FRQRPLF $VVRFLDWLRQ LQ 1RYHPEHU ����� XQGHU WKH WLWOH 

“The Saudi Stock Exchange: Reality and Hope”, His Excellency the late Jammaz Al-Suhaimi emphasised that 

the CMA was working to create an effective capital   market that contributes to the development of the private 

sector's role in GDP and educates individual traders to protect them, as well as to protect the market from 

unjust or fraudulent practices. He also mentioned that the CMA Board had made several decisions related to 

imposing penalties on violators and bringing legal action before CRSD to impose appropriate sanctions, and 

that the CMA was determined to continue to pursue violators. 

"Our market is large in terms of transactions and effective in integrating between trading, settlement, and 

29 The late Jammaz Al-Suhaimi at the Annual Conference of the Saudi Economic Associa-
tion in November 2005. 

custody. Consequently, this requires 

effective and immediate supervision 

of transactions, and careful follow-

up on brokers and traders. Violations 

may occur from traders, informed 

individuals, authorised persons, or 

listed companies. These violations, 

if they occur, will be revealed and 

investigated. Moreover, to penalise 

violators and prevent further violations, 
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we will be strict and unwavering in implementing the Capital Market Law and its Implementing Regulations," 

Al-Suhaimi added. 

,Q -DQXDU\ ����� &56' LVVXHG WKUHH GHFLVLRQV DJDLQVW WKUHH WUDGHUV IRU YLRODWLQJ VRPH SURYLVLRQV RI WKH 

Capital Market Law and its Implementing Regulations. As a result, they were banned from working in listed 

FRPSDQLHV RU EHLQJ PHPEHUV RI WKHLU ERDUGV RI GLUHFWRUV IRU WKUHH \HDUV DQG ZHUH ŬQHG D WRWDO RI 6$5 ��� 

PLOOLRQ� ,Q )HEUXDU\ ����� WKH PRQWK RI WKH FULVLV� WKH UDFH EHWZHHQ WKH &0$ DQG PDUNHW PDQLSXODWRUV ZDV 

DW LWV SHDN� 2Q �WK )HEUXDU\� WKH &0$ ŬOHG D ODZVXLW EHIRUH &56' DJDLQVW D FLWL]HQ DFFXVHG RI SURYLGLQJ 

ŬQDQFLDO DGYLFH ZLWKRXW DXWKRULVDWLRQ WKURXJK ORFDO QHZVSDSHUV XQGHU WKH QDPH RI WKHLU RIŬFH ņWKH *ROG 

Stock Exchange”, as well as providing advice through SMS messages to investors participating with him in 

exchange for money. The CMA revealed that those messages encouraged buying and selling in the stock 

market. Therefore, the CMA issued a decision, which included a provisional seizure of the bank accounts of 

WKH RIŬFH RZQHU� DQG VWUHVVHG WKDW VDQFWLRQV ZRXOG EH LPSRVHG� 

On 14th February, the CMA announced that data had revealed increased, unusual trading activity among 

certain market traders. Their activity had an adverse impact on the stock prices of certain companies that 

KDG QRW SURYLGHG VXIŬFLHQW LQIRUPDWLRQ WR MXVWLI\ WKHLU SULFH OHYHOV� 7KLV SRVHG D WKUHDW WR PDUNHW VWDELOLW\ 

and was going to harm investors, particularly small ones. In response, the CMA Board issued a decision to 

investigate the matter to uncover any fraudulent or misleading transactions and take necessary action. As a 

UHVXOW� WKH &0$ GHFLGHG WR LPPHGLDWHO\ VXVSHQG WUDGLQJ WKURXJK WKH LQYHVWPHQW DFFRXQWV RI D VSHFLŬF WUDGHU 

ZKR ZDV IRXQG WR KDYH HQJDJHG LQ ODUJH�VFDOH EX\LQJ DQG VHOOLQJ ZLWK WKH LQWHQWLRQ RI DUWLŬFLDOO\ LQŭXHQFLQJ 

the prices of certain stocks. 

2Q ��VW )HEUXDU\� WKH &0$ GLVFRYHUHG WKDW D WUDGHU KDG FRQGXFWHG ODUJH�VFDOH EX\LQJ DQG VHOOLQJ RI D VSHFLŬF 

company's stock with the intention of manipulating the stock price, as well as peddling recommendations 

RQ LQWHUQHW IRUXPV WR LQŭXHQFH RWKHUV� ,Q UHVSRQVH� WKH &0$ GHFLGHG WR LPPHGLDWHO\ VXVSHQG WKH WUDGHUńV 

LQYHVWPHQW DFFRXQWV DQG SXUVXH DQ LQYHVWLJDWLRQ WR ŬOH D ODZVXLW DJDLQVW WKH WUDGHU EHIRUH &56'� ZKLOH 

ensuring that the trader did not have direct or indirect access to the market. On 23rd February, the CMA 

Board issued a decision to suspend trading with the stock investment accounts of another trader who was 

found to have engaged in large-scale buying and selling of the stocks of several companies with the goal of 
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creating a false impression about their prices. 

The CMA also encountered malicious campaigns in newspapers and forums that spread rumours and 

disseminated false and misleading information about the CMA and the market. For example, one newspaper 

IDOVHO\ FODLPHG WKDW WKH &0$ KDG SDUGRQHG FHUWDLQ YLRODWRUV� ZKLFK WKH &0$ GHQLHG� ZKLOH DIŬUPLQJ LWV 

commitment to enforcing the law on all violators. The CMA also pledged to take legal action against those 

who spread or promote any false information about the capital market. 

13.3. Confronting the Bubble 

13.3.1. Breaking Through the Bottleneck 
Since its creation, the CMA has worked to provide awareness and advice to investors. In 2005, it began 

partnering with media organisations, starting with a deal to air educational commercials during the Ramadan 

programme "Tash Ma Tash," which was well-received by viewers. 

In the same year, the CMA launched an educational campaign targeting investors and traders in the capital 

market. The campaign included print and television advertisements, as well as informational brochures 

explaining basic stock market investment principles, which were distributed and made available electronically 

on the CMA and Tadawul websites. The advertisements emphasised the importance of experience and 

knowledge when investing in the stock market, warned against borrowing money to invest in stocks, and 

VWUHVVHG WKH VLJQLŬFDQFH RI SRUWIROLR GLYHUVLŬFDWLRQ WR PLQLPLVH ULVN� 7KH &0$ DOVR HQFRXUDJHG LQGLYLGXDOV 

to avoid rumours and rely on credible sources for information, and to track the performance of companies by 

H[DPLQLQJ WKHLU ŬQDQFLDO VWDWHPHQWV DQG UHOHYDQW DQQRXQFHPHQWV� 

/DWHU LQ -DQXDU\ ����� WKH &0$ DPHQGHG WZR DUWLFOHV RI WKH /LVWLQJ 5XOHV WR LPSRVH JUHDWHU WUDQVSDUHQF\ 

and disclosure on transactions made by major investors in companies and those with insider information 

(such as board members or senior executives). The next day, the CMA prohibited listed companies from 

trading in shares of other joint-stock companies unless their Articles of Association (AoA) allowed it. The 

purpose of this rule was to prevent further violations. Companies that were not permitted to trade in stocks, 

but had done so, were granted three months to unwind their positions. 
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13.3.2. On the Path to Correction 
The CMA also attempted to curb market speculation by implementing measures to reduce the rapid increase 

LQ VWRFN SULFHV� 2QH VXFK PHDVXUH ZDV D GHFLVLRQ LVVXHG RQ ��UG )HEUXDU\ WR UHGXFH WKH GDLO\ ŭXFWXDWLRQ 

rate of stock prices for all listed companies on the market from 10% to 5%. This decision was intended to 

minimise risks associated with securities transactions and was to take effect on Saturday, 25th February, 

the day on which the index reached its peak. However, the decision did not have enough time to take effect 

and the market crashed the following day and continued to drop. 

On the following day (Bloody Monday), the index continued to decline to 18,740 points. Despite a rise on 

��WK )HEUXDU\ WR ������ SRLQWV� WKH LQGH[ H[SHULHQFHG VKDUS GURSV� OHDGLQJ WR WKH ODUJHVW FRUUHFWLRQ LQ WKH 

PDUNHW VLQFH LWV LQFHSWLRQ� ,Q ����� WKH LQGH[ FRUUHFWHG LWV SHUIRUPDQFH DQG IHOO IURP LWV KLJKHVW OHYHO RQ 

��WK )HEUXDU\ WR LWV ORZHVW OHYHO RI WKH \HDU DW ����� SRLQWV RQ �UG 'HFHPEHU� D GHFUHDVH RI ���� %\ WKH 

HQG RI ����� WKH LQGH[ FORVHG DW ����� SRLQWV� 

,Q UHVSRQVH WR WKH PDUNHW VLWXDWLRQ� WKH 6XSUHPH (FRQRPLF &RXQFLO FRQYHQHG RQ ��WK 0DUFK ���� XQGHU WKH 

chairmanship of the late King Abdullah Bin Abdulaziz Al Saud to discuss the sharp drop in the stock market 

DIWHU WKH UHFHQW ULVH� 7KH &RXQFLO LVVXHG D VWDWHPHQW DIŬUPLQJ WKH VWDWH
V VXSSRUW RI WKH LQWHUHVWV RI FLWL]HQV 

DQG H[SUHVVLQJ FRQŬGHQFH LQ WKH VWUHQJWK RI WKH 6DXGL HFRQRP\ DQG LWV DELOLW\ WR JURZ DQG SURVSHU� ZKLFK 

ZRXOG UHŭHFW YDULRXV HFRQRPLF DFWLYLWLHV DQG SURYLGH D JRRG IXWXUH IRU LQYHVWPHQW�  

0RUHRYHU� WKH &RXQFLO H[SUHVVHG FRQŬGHQFH LQ QDWLRQDO FRPSDQLHV� ,W DOVR HPSKDVLVHG WKH LPSRUWDQFH RI 

making investment decisions based on solid foundations, rather than following rumours or misinformation, 

and declared its ongoing support for the measures taken by the CMA to regulate the market and protect 

investors, especially small ones. The statement was reported in Um Al-Qura newspaper in issue No. 4088. 

The following day, His Excellency former Minister of Finance Dr. Ibrahim Abdul Aziz Al-Assaf held a meeting 
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with a group of representatives 

from the Saudi private sector to 

discuss the statement issued by 

the Supreme Economic Council. 

The Minister emphasised that the 

situation in the capital market did 

QRW UHŭHFW WKH SRVLWLYH DQG EDODQFHG 

national economic indicators, and that 

various sectors of the economy were 

experiencing clear growth that was 

UHŭHFWHG LQ WKH SHUIRUPDQFH RI SULYDWH 

sector companies.  

The Minister also stressed that 

the Council was examining factors 

affecting the development of the Saudi 

stock market, particularly in relation to 

76 News of the Supreme Economic Council Meeting to Discuss the Sharp Drop in the Stock 
Market. 

allowing non-Saudis to directly invest in the market, as well as reducing the nominal value of shares, which 

ZRXOG DOORZ VSOLWWLQJ WKH VKDUHV RI DOO OLVWHG FRPSDQLHV LQ WKH PDUNHW LQWR ŬYH VKDUHV� /DVWO\� IROORZLQJ WKH 

directives of the Custodian of the Two Holy Mosques, the Minister was instructed to urgently examine the 

proposed plans and take the necessary measures to implement them. 

In response to these directives, the CMA Board released a statement on 20th March regarding the 

decision to allow non-Saudis to invest directly in the Saudi stock market. The statement indicated that the 

implementation of this decision would begin on 25th March and that coordination was underway with banks 

and other relevant authorities to complete the necessary technical arrangements before that date. The CMA 

also released guidelines for non-Saudis wishing to open investment portfolios before the implementation 

of the decision. The goal was to support market stability, expand the base of traders, increase their stock 

ownership opportunities, diversify investment portfolios, and utilise the liquidity of non-Saudis within 

the Kingdom. It was also hoped to attract a group of non-Saudis with investment expertise in their home 

countries and global capital markets. 
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13.3.3. Splits and Fluctuations 
The Custodian of the Two Holy Mosques issued directives to reduce the nominal value of shares, allowing 

for stock splits. On 21st March, Their Excellencies Minister of Commerce and Industry and the Chairman of 

the CMA agreed to adjust the nominal value of shares in all listed joint-stock companies to SAR 10. On 27th 

March, after reviewing a technical report by Tadawul, the CMA issued a decision outlining the steps for 

implementing the adjustment in stages based on the number of shareholders in companies. The shares were 

WR EH VSOLW RYHU IRXU VWDJHV GXULQJ $SULO ����� 

The decision had a psychological impact on traders in the market, as it increased the number of traders. 

Individuals were able to own more shares for the same amount of money, and there were more opportunities 

to buy a larger number of shares in initial offerings. This was especially appealing to people with small 

amounts of money to invest. For listed companies, the decision made it possible for people with limited 

FDSLWDO WR EX\ EOXH FKLS VKDUHV UDWKHU WKDQ MXVW EX\LQJ ņFKHDSŇ VKDUHV RI SRWHQWLDOO\ XQSURŬWDEOH FRPSDQLHV� 

This increased the number of shares available for trading and made the market more balanced in both good 

and bad economic times. This was due to the larger market size and the fact that ownership was spread out 

DPRQJ PDQ\ WUDGHUV� ZKLFK UHGXFHG WKH DELOLW\ RI DQ\ RQH SHUVRQ WR LQŭXHQFH WKH SHUIRUPDQFH RI FHUWDLQ 

shares. 

2Q WKH VDPH GD\� WKH &0$ LVVXHG D GHFLVLRQ UHWXUQLQJ WKH GDLO\ ŭXFWXDWLRQ WR ��� IRU DOO OLVWHG FRPSDQ\ 

VKDUHV DQG DOORZ WUDQVDFWLRQV WR EH PDGH LQ VLQJOH UL\DOV IRU EX\ DQG VHOO RUGHUV VWDUWLQJ RQ �VW $SULO ����� 

This decision was made due to the decrease in risks following the correction in stock prices and was in line 

ZLWK WKH GHFLVLRQ WR VSOLW VKDUHV� ZKLFK PDGH ŭXFWXDWLRQ PRUH UHDVRQDEOH� 2Q ��WK 0D\ ����� WKH &XVWRGLDQ 

of the Two Holy Mosques King Abdullah Bin Abdulaziz Al Saud issued a Royal Decree relieving His Excellency 

Jammaz Al-Suhaimi of his duties as Chairman of CMA and appointing Dr. Abdulrahman Abdulaziz Al-Tuwaijri, 

Chairman of the Supreme Economic Council, as his successor. The newly appointed Chairman stated that the 

&0$ ZRXOG FRQWLQXH WR ZRUN WRZDUGV LPSURYLQJ WKH PDUNHW DQG WKDW UHVWRULQJ FRQŬGHQFH LQ WKH PDUNHW ZDV 

a top priority. 

Having recognised the role that websites and online forums played in misleading investors and deepening 

the capital market crisis, the CMA used its authority to launch investigations into individuals who provided 
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XQDXWKRULVHG ŬQDQFLDO DGYLFH DQG UHFRPPHQGDWLRQV RQOLQH� 6RPH RI WKRVH LQGLYLGXDOV DOVR FKDUJHG IHHV IRU 

their recommendations, which were spread through text messages without authorisation from the CMA. As 

a result, the CMA decided to block several websites and forums and advised investors to carefully verify the 

OHJLWLPDF\ RI ŬQDQFLDO DGYLVRUV� 7KH EORFNLQJ RI WKRVH ZHEVLWHV DQG IRUXPV ZDV FDUULHG RXW E\ D FRPPLWWHH 

consisting of several government agencies, including the CMA, which carefully examined the violations of 

websites and issued its decisions and recommendations to the Communications and Information Technology 

Commission for implementation. 

6$0$ SOD\HG D VLJQLŬFDQW UROH GXULQJ WKLV SHULRG� $W WKH WLPH� LQYHVWPHQW IXQGV ZHUH EHVLHJHG E\ UHGHPSWLRQ 

requests from investors, which forced them to sell their units in a collapsing market. To relieve pressure on 

the market and funds, SAMA invested in the funds so that redemption requests could be met without further 

impacting the markets. Table 1 lists the decisions and announcements that coincided with the Saudi stock 

PDUNHW FULVLV LQ )HEUXDU\ ����� DORQJ ZLWK WKH YDOXH RI WKH LQGH[ RQ WKH GD\ HDFK GHFLVLRQ� SURFHGXUH� RU 

announcement was made, and the percentage change in the index value between each decision, procedure, 

or announcement. The percentage changes ranged from positive, indicating an increase in the index value, 

to negative, indicating a decrease in the index value. 
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   Key decisions, procedures, and announcements coinciding with the Saudi stock market 
crisis of February 2006. 

Date
The statement, decision, 
or announcement and its 

source
Close

The stock 
index's 

percentage 
change 

between 
announcement

The stock 
index's 

percentage 
change 

from the 
end of 
2005

1st January 
����

The enforcement of 
regulations governing 
FRQVXPHU ŬQDQFLQJ 
agreements provided by 
banks and related collateral 
agreements issued by the 
CMA. 

��� ������ - ����

2nd January 
����

The CMA announces CRSD’s 
GHFLVLRQ WR ŬQH WKUHH YLRODWRUV 
of the Capital Market Law a 
WRWDO RI 6$5 ��� PLOOLRQ DQG 
to ban them from working in 
listed companies or holding 
board membership for a period 
of three years.

��������� 1.1% 2.7%

23rd January 
����

The CMA issues a decision 
prohibiting listed companies 
from trading in shares of other 
joint-stock companies unless 
their Articles of Association 
(AoA) allow it.

18,384.30 2.1% 10.0%

24th January 
����

The CMA issues a decision to 
amend Articles 25 and 30 of 
the Listing Rules.

������� � 1.1% 11.2%

4th February 
����

The decision to modify price 
units in the market to single 
denominations.

��������� 3.2% 14.8%

14th February 
����

The CMA announces 
expediting procedures for 
investigation and inquiry 
into the activities of several 
traders.

��������� ���� �����
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Date
The statement, decision, 
or announcement and its 

source
Close

The stock 
index's 

percentage 
change 

between 
announcement

The stock 
index's 

percentage 
change 

from the 
end of 
2005

21st February 
����

The CMA announces 
suspending the investment 
accounts of a trader.

��������� 1.8% 20%

23rd February 
����

The CMA announces a 
reduction of the daily 
ŭXFWXDWLRQ UDWH IURP ��� WR 
5%.

��،������ 2.8% 23.4%

23rd February 
����

The CMA announces 
suspending the investment 
accounts of a trader. 

��������� 2.8% 23.4%

��WK )HEUXDU\ 
����

The beginning of the decline 
of the general stock market 
index.

��������� (4.7 %) �����

�VW 0DUFK ����
The CMA denies rumours 
about having pardoned certain 
violators.

��������� (%2.1) 15.2%

11th March 
����

An announcement about 
LPSRVLQJ ŬQHV RQ WZR 
companies for not disclosing 
WKHLU ŬQDQFLDO VWDWHPHQWV 
during the required period.

��������� (10.3%) 3.3%

14th March 
����

The Supreme Economic Council 
issues a statement on the 
sharp drop experienced in the 
market after a strong rise.

��������� (13.7%) (10.8%)

15th March 
����

A statement on the Minister of 
Finance’s meeting with private 
sector representatives.

��������� 4.7% ������

20th March 
����

The CMA issues a statement 
on allowing non-Saudi 
residents to invest directly in 
the Saudi stock market.

��������� ���� 0.7%

21st March 
����

The CMA issues a statement 
on reducing the nominal value 
of shares to allow for stock 
splits.

��������� (2.7%) (2.0%)
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Date
The statement, decision, 
or announcement and its 

source
Close

The stock 
index's 

percentage 
change 

between 
announcement

The stock 
index's 

percentage 
change 

from the 
end of 
2005

23rd March 
����

Releasing investment portfolio 
opening guidelines for non-
Saudi residents.

��������� (3.0%) ������

25th March 
����

Start of the period when non-
Saudi residents are allowed 
to invest directly in the Saudi 
stock market.

��������� ������ ������

27th March 
����

The CMA announces 
suspending the investment 
accounts of two traders.

��������� 1.8% (7.0%)

�WK $SULO ����
The CMA announces 
suspending the investment 
accounts of two traders.

17, 557.02 ����� 5.1%

��WK 0D\ ����

Royal Decree relieving Mr. 
Jammaz Al-Suhaimi from his 
duties as Chairman of CMA and 
appointing Dr. Abdulrahman 
Abdulaziz Al-Tuwaijri, 
Chairman of the Supreme 
Economic Council, as his 
successor.

��������� (42.8%) �������

01 Key decisions, procedures, and announcements coinciding with the Saudi stock market crisis in February 2006. 
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13.3.4. Domino Effect 
The Saudi market was not the only one that faced a crisis. The Gulf markets also experienced simultaneous 

downturns coinciding with the Saudi stock market bubble due to the rise in oil prices, known as the Domino 

(IIHFW� 7KLV WKHRU\� ZKLFK HPHUJHG LQ WKH ����V� VXJJHVWV WKDW ZKDWHYHU KDSSHQV LQ RQH FRXQWU\ FDQ OHDG 

WR D VHULHV RI HYHQWV LQ RWKHU FRXQWULHV� VLPLODU WR GRPLQRHV� LI WKH ŬUVW GRPLQR IDOOV� LW WULJJHUV D VHULHV RI 

consecutive knock-on effects leading to the collapse of the remaining dominoes. 

The markets of the Gulf region were also affected by the crisis. For example, in Kuwait, the stock market 

index saw consecutive jumps, raising it to 12,000 points in 2005, roughly three times the levels it had 

PDLQWDLQHG LQ ����� +RZHYHU� LW FORVHG LQ 'HFHPEHU ���� DW QHDUO\ ������ SRLQWV� D ORVV RI DERXW ��� VLQFH 

the beginning of the year. Similarly, in Qatar, the market value of listed companies on the Doha Securities 

0DUNHW IHOO IURP 45 ��� ELOOLRQ LQ ���� WR 45 ��� ELOOLRQ� D GHFOLQH RI ������ 7KH GRZQWXUQ EHJDQ LQ WKH 

Dubai Financial Market, which reached its lowest levels in two years, followed by the rest of the Gulf stock 

exchanges. The Saudi, UAE, Kuwaiti, and Qatari stock exchanges all lost between 25-50% of their value. 

0RUHRYHU� WKH SHUIRUPDQFH RI *XOI FDSLWDO PDUNHWV KDG D VLJQLŬFDQW LQŭXHQFH RQ RWKHU $UDE PDUNHWV� VXFK 

as Egypt and Jordan. This was clearly demonstrated when Gulf investors sold large portions of their stocks 

LQ WKHVH PDUNHWV WR RIIVHW ORVVHV LQ WKH *XOI PDUNHWV� ,W LV ZRUWK QRWLQJ WKDW D VLJQLŬFDQW QXPEHU RI IRUHLJQ 

investments in the Egyptian Exchange were from Saudi investors who pulled their money out of the Egyptian 

market due to the Saudi stock market crisis in an attempt to recoup their losses in the home market, which 

had negatively affected the Egyptian market. 

13.3.5. Lessons Learnt 
It is often said that “a bull market can make a fool of us all”. This is especially true during times of crisis, when 

LW EHFRPHV GLIŬFXOW WR DFFXUDWHO\ SUHGLFW ZKDW ZLOO KDSSHQ QH[W� 7KH ULVLQJ SULFHV RI VWRFNV ZHUH DWWUDFWLYH 

WR LQYHVWRUV� OHDGLQJ WR PRUH VSHFXODWLRQ DQG WKH WHPSWDWLRQ WR SRXU VDYLQJV LQWR EX\LQJ VWRFNV DW LQŭDWHG 

prices. Many factors contributed to the creation of this bubble, including improved economic conditions, the 

return of national money from abroad, increased government spending due to oil revenues, and increased 

liquidity. There were also factors related to banks, such as the expansion in lending and facilities for buying 

stocks. Additionally, there were factors related to individuals at play, such as the increasing interest in the 
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VWRFN PDUNHW GHVSLWH WKHLU SRWHQWLDO ODFN RI ŬQDQFLDO OLWHUDF\� 7KH PHGLD DOVR SOD\HG D UROH LQ PLVOHDGLQJ 

investors. 

Several internal factors also contributed to this situation. These included the short period of existence of the 

CMA and the lack of a complete legislative and regulatory framework for the market. The market's underlying 

structure was also not equipped to handle the increasing volume of transactions, and there was weak 

supervision of stocks in the market at the time. Additionally, the Committees for the Resolution of Securities 

Disputes were still new and lacked the necessary rules, principles, and legal procedures to effectively carry 

out their work, especially since the decisions of these Committees are often based on past events and 

experience. 

The modernisation of the trading system and the rapid adoption of technology led to the emergence of 

fraudulent practices. The use of instant settlement, which was not common in other markets, was also 

a factor that contributed to the inability to control the bubble. However, the CMA was not interested in 

reversing course in order to avoid harming the market. Additionally, individual investment was dominant and 

there were few institutional investors. The companies listed on the market were also unable to accommodate 

the large amount of liquidity. At the same time, the government owned many shares that were not offered 

to the public. All these factors contributed to the market's erratic behaviour, but they also highlighted the 

need to learn from experience. 
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13.3.6. Changes to Trading Sessions 
,Q ����� WKH &0$ GHFLGHG WR FKDQJH WKH WUDGLQJ SHULRG LQ WKH PDUNHW WR D VLQJOH VHVVLRQ IURP ����� D�P� 

WR ���� S�P� IURP 6DWXUGD\ WR :HGQHVGD\ HDFK ZHHN� VWDUWLQJ RQ ��WK 2FWREHU ����� 7KLV GHFLVLRQ ZDV 

made after the CMA conducted a comprehensive study of trading times and surveyed investor preferences. 

3UHYLRXVO\� WKH PDUNHW KDG WUDGHG LQ WZR VHSDUDWH PRUQLQJ DQG HYHQLQJ VKLIWV VLQFH ����� 7KH &0$ 

determined that this arrangement was not suitable and did not align with international markets, particularly 

in light of the stock market crisis caused by the abuse of the existence of two trading sessions and the 

subsequent increase in speculation. 

The first phase of founding the new capital market system began in 2004 with the introduction 

of the Capital Market Law, the creation of the CMA, the establishment of Committees for the 

Resolution of Securities Disputes, the development of regulations and basic rules for the market, 

and the transfer of brokerage activities from banks to authorised persons, as well as the regulation 

of companies and diversification of financial products. During this initial phase, the capital market 

moved from being overseen by various agencies to being managed by a single authority operating 

under the Capital Market Law. This phase ended with the 2006 crisis. The following phase, 

characterised by increased market regulation and oversight, will be discussed in the next chapters. 
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Chapter 14: Regulating Capital Market 
,QVWLWXWLRQV �����������

The enactment of the Capital Market Law served as the cornerstone of a strong Saudi market, which was 

IXUWKHU VXSSRUWHG E\ WKH HVWDEOLVKPHQW RI WKH &0$ DQG WKH IRUPDWLRQ RI LWV ŬUVW %RDUG� 7KH &0$ WHDP 

worked diligently to set up the necessary legal, regulatory, and administrative frameworks, including 

WUDLQLQJ SHUVRQQHO DQG ŬQDOLVLQJ WKH RUJDQLVDWLRQDO VWUXFWXUH� 7KH %RDUG WKHQ SURFHHGHG WR GUDIW DQG LVVXH 

fundamental regulations, thus completing the foundational legislative aspect of a comprehensive capital 

market system. Over time, the system has evolved to meet changing circumstances and the CMA has focused 

on developing a system for resolving disputes and preventing fraud and manipulation in the capital market. 

Since 2007, the capital market has taken active steps to further regulate and oversee market activities. 

These have included activating supervision and developing a system for resolving securities disputes. At the 

same time, the CMA recognised that its responsibility for enforcing the provisions of the Capital Market Law 

required comprehensive changes to the capital market system. To this end, a Council of Ministers’ Resolution 

granted the CMA Board all powers of the board of directors of the Exchange until the board was formed. 

Consequently, the CMA became responsible for implementing the provisions of the Capital Market Law which 

stipulated the creation of a joint-stock company to manage the Exchange and transferring executive tasks to 

it, as well as transforming the Securities Depository Centre into a joint-stock company. In addition, this period 

witnessed technological advancements and other developments in market sectors and indices, and was 

marked by the enhancement of prudential rules for authorised persons and the promotion of   communication 

with market institutions. 

14.1. Activating the Role of Supervision  

'XULQJ WKH VWRFN PDUNHW FULVLV� RQH RI WKH PDMRU FKDOOHQJHV IDFHG ZDV WKH VLJQLŬFDQW LQFUHDVH LQ WUDGLQJ 

volume amid relatively low investment awareness compared to foreign markets. To address this issue, the 

CMA established a unit to monitor forums and social media for violations such as providing paid investment 
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advice. As a deterrent, the CMA started announcing the violations but without mentioning the names of 

YLRODWRUV� DV ORQJ DV QR ŬQDO MXGJHPHQWV DJDLQVW WKHP ZHUH LVVXHG� 

+RZHYHU� DIWHU ŬQDO MXGJPHQWV RI FRQYLFWLRQ ZHUH JLYHQ� WKH &0$ %RDUG FRQVLGHUHG WZR RSWLRQV IRU KDQGOLQJ 

WKH DQQRXQFHPHQW RI YLRODWRUV
 QDPHV� 7KH ŬUVW RSWLRQ ZDV QRW WR GLVFORVH WKH QDPHV WR DYRLG SXEOLFO\ 

shaming individuals after they had been punished. The second option was to disclose the names as a 

deterrent to others and to promote transparency. The Board ultimately decided to adopt the second approach, 

which also protected the rights of investors who may have been harmed and wished to seek compensation. 

2Q ��WK 'HFHPEHU ����� WKH QDPH RI RQH RI WKH YLRODWRUV LQ D ŬQDQFLDO PDUNHW FDVH ZDV DQQRXQFHG IRU 

WKH ŬUVW WLPH IROORZLQJ D ŬQDO YHUGLFW RI FRQYLFWLRQ E\ WKH GLVSXWH UHVROXWLRQ FRPPLWWHHV� 7KH YLRODWRU ZDV 

UHTXLUHG WR SD\ D WRWDO RI 6$5 ����� PLOOLRQ WR WKH &0$ LQ SURŬWV HDUQHG WKURXJK YLRODWLRQV RI FDSLWDO PDUNHW 

UHJXODWLRQV� ,Q DGGLWLRQ� WKH YLRODWRU ZDV ŬQHG 6$5 ��� PLOOLRQ� 7KLV RIIHQGHU ZDV RQH RI WKH VSHFXODWRUV ZKR 

FRPPLWWHG VHYHUDO YLRODWLRQV OHDGLQJ XS WR WKH ���� VWRFN PDUNHW FUDVK� ,Q 2FWREHU ����� KH SXUFKDVHG DQ 

8.7% stake in a company, which some took as a sign of high demand for the company's stock. However, just 

WKUHH GD\V ODWHU� KH VROG WKH VWRFN DW DQ LQŭDWHG SULFH� ,Q DGGLWLRQ� WKH &0$ GLVFRYHUHG WKDW WKH YLRODWRU KDG 

PDQLSXODWHG VWRFN SULFHV WKURXJK IDNH RIIHUV RQ KLV RZQ DQG DIŬOLDWHG SRUWIROLRV� +LV FDVH ZDV RQJRLQJ IRU 

over a year until a verdict was reached, and his name was not announced until after the verdict was approved 

by the Appeal Committee for Resolution of Securities Disputes (ACRSD). 

The CMA continued to announce the names of individuals and companies that had violated regulations, along 

ZLWK WKH GDWHV DQG W\SHV RI YLRODWLRQV� VXFK DV PDQLSXODWLQJ ŬQDQFLDO VWDWHPHQWV RU LVVXLQJ PLVOHDGLQJ 

statements and announcements. Investors were able to claim compensation if they traded based on the 

misleading information announced by the violators. During this period, the CMA began monitoring violations 

related to providing recommendations through mobile phones and online sites, indicating a comprehensive 

and serious pursuit of offenders across all media. At the time, the monitoring work was manual and would 

begin after the market closed, and often continued until 4:00 a.m., lasting for several days due to the volume 

of trades. Moreover, the system relied on the identity numbers of traders without names, and the team 

would extract the identity numbers and contact the Securities Depository Centre to identify the violators’ 

QDPHV� 7KH YLRODWLRQV UDQJHG IURP VWRFN PDQLSXODWLRQ WR LQŭXHQFLQJ WKH FORVLQJ SULFH� 
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On 17th November 2007, the CMA began implementing the market surveillance product "SMART" after 

signing an agreement with Nasdaq in 2005. 

7KH V\VWHP ZDV GHVLJQHG WR PRQLWRU DQG DQDO\VH WUDGLQJ DFWLYLW\ DQG ZDV PRGLŬHG WR DOLJQ ZLWK WKH VSHFLŬF 

UHTXLUHPHQWV RI WKH 6DXGL FDSLWDO PDUNHW DIWHU WHVWLQJ EHJDQ LQ PLG������  60$57 LQFOXGHV YDULRXV FRUH 

components that allow users to access and review trading data in different ways, facilitating the detection of 

potential manipulation of securities. These components include the ‘Almas’ application for alert management 

and analysis; the ‘Spread’ application’, which is used for the visualisation of trade data in real time; the 

‘Replay’ application, which provides a detailed step-by-step replay of trade data; and the ‘Metrics’ application, 

which is used for the presentation and analysis of market data. 

For instance, if an individual placed an order to purchase a large number of shares and cancelled it at a 

VSHFLŬF WLPH SULRU WR WKH PDUNHW RSHQLQJ� WKH V\VWHP ZRXOG LVVXH DQ DOHUW ZLWK WKH SHUVRQ
V LGHQWLŬFDWLRQ 

number. The surveillance team would then investigate the alert by reviewing the individual's previous orders 

from the past six months or the past year. This was done to determine if the behaviour was normal, a result 

of input error, or a deliberate pattern of behaviour involving the same or different stock. If it was suspected 

that the behaviour violated the Market Conduct Regulations, the team would further investigate the matter. 

These procedures became routine and investors' behaviour is now monitored directly through graphical 

representations that highlight abnormal activity. 

As manipulation tactics evolved, the CMA developed its surveillance and control strategies in parallel. The 

CMA made sure to implement all latest versions of the software and reviewed the criteria for alerts that the 

system sends annually to identify any new market practices. The CMA also maintained communication with 

the system provider for maintenance and updates. 

14.2. Developing the Dispute Resolution System 

Although Committees for the Resolution of Securities Disputes were only a recent development, they 

QRQHWKHOHVV GHDOW ZLWK VHYHUDO LVVXHV GXULQJ WKH ���� FULVLV DQG PDGH GHFLVLRQV UHJDUGLQJ YLRODWRUV� 

However, the number of claims was high and the issues were constantly changing, so the Committees had 
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to deal with multiple challenges. Chairmen of the Committees also had administrative duties in addition to 

WKHLU MXGLFLDO GXWLHV� ZKLFK ZDV D VLJQLŬFDQW EXUGHQ� 7R DOOHYLDWH WKH FKDOOHQJHV IDFLQJ WKH &RPPLWWHHV DQG 

LQFUHDVH HIŬFLHQF\� WKH LGHD RI FUHDWLQJ D VHFUHWDULDW IRU WKH &RPPLWWHHV ZDV SURSRVHG E\ WKH &RPPLWWHH 

for the Resolution of Securities Disputes (CRSD) and approved by the CMA Board. Consequently, the General 

Secretariat of Committees for Resolution of Securities Disputes (GS-CRSD) was established on 12th May 

2008, with the Secretary-General taking on administrative responsibilities to allow the Chairmen of the 

Committees to focus on their judicial duties. 

The Secretariat's work evolved in conjunction with the efforts of the Committees, and the Secretariat 

UHFUXLWHG TXDOLŬHG LQGLYLGXDOV ZLWK H[SHUWLVH LQ OHJDO� ŬQDQFLDO� DQG DFFRXQWLQJ ŬHOGV WR SURYLGH WHFKQLFDO 

DQG ŬQDQFLDO RSLQLRQV RQ ODZVXLWV KDQGOHG E\ FRPPLWWHH PHPEHUV� 7KH 6HFUHWDULDW DOVR SURYLGHG WUDLQLQJ 

to the Committees on their tasks, including examining technical reports submitted by parties to claims, 

providing technical and legal analyses of violations, and preparing accounting reports on penalties imposed 

on violators. 

At the same time, the CMA began preparing regulations to organise the work of the dispute resolution 

committees, drawing on various laws, particularly US law, as well as European countries with advanced 

capital market laws such as the UK. Moreover, CRSD contributed to the development of rules governing its 

work, whether by reviewing, adding, or removing certain articles to make them consistent with the nature of 

CRSD’s work.  

On 23rd January 2011, the CMA 

Board issued a decision to adopt the 

Regulating Procedures for Resolution 

of Securities Disputes (Document 77) 

in order to regulate the procedures 

for pleading and litigating before 

the Committee for the Resolution of 

Securities Disputes (CRSD) and the 

Appeal Committee for Resolution of 
77 The Adoption of the Regulating Procedures for Resolution of Securities Disputes. 
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Securities Disputes (ACRSD), thus ensuring the rights of all market participants. The Regulating Procedures 

LQFOXGH SDUWV RQ ŬOLQJ DQG UHJLVWHULQJ VXLWV� VHUYLFH RI SURFHVV� FRPPLWWHH KHDULQJV� DSSHDUDQFH DQG DEVHQFH 

of parties, forms of evidence, seeking expertise, and decision issuance. 

7KH &0$ FRQWLQXHG WR FRQGXFW SURFHHGLQJV EHIRUH &56' XQWLO WKH LVVXDQFH RI 5R\DO 'HFUHH 1R� ���� RQ �WK 

December 2013, which transferred the jurisdiction of the investigation and prosecution of criminal offences 

to the Bureau of Investigation and Public Prosecution. On 31st December 2014, it was agreed that the 

%XUHDX ZRXOG WDNH RYHU WKH LQYHVWLJDWLRQ DQG SXEOLF SURVHFXWLRQ RI YLRODWLRQV RI $UWLFOHV ��� �� DQG �� RI 

the Capital Market Law, while the CMA would continue to represent or defend itself before CRSD in cases 

related to violations of laws and regulations under its jurisdiction. 

One of the most notable lawsuits that the CMA took decisive action on was the crisis of Etihad Etisalat 

(Mobily), which resulted from accounting errors that caused the company to incur net losses of over SAR 2 

billion in Q4 2014. 

The crisis began on 21st March 2014 after Etihad Atheeb Telecom (GO) entered into an agreement with 

Etihad Etisalat (Mobily) allowing it to use 50,000 ports, but later terminated the agreement due to the 

XQDYDLODELOLW\ RI WKH DJUHHG�XSRQ SRUWV IRU RSHUDWLRQ� 0RELO\ VXEVHTXHQWO\ DQQRXQFHG WKDW WKH ŬQDQFLDO 

impact of the termination of the agreement was SAR 338.7 million and would be deducted from its Q2 

���� UHVXOWV� :LWKLQ D PRQWK RI WHUPLQDWLQJ WKH DJUHHPHQW� 0RELO\ UHSRUWHG FRQWLQXHG JURZWK LQ SURŬWV� 

excluding the impact of the termination. Mobily did not inform the CMA or the public about the termination 

RI WKH DJUHHPHQW LQ D WLPHO\ PDQQHU� 0RUHRYHU� LW PDGH D PLVOHDGLQJ DQQRXQFHPHQW LQ UHJDUG WR WKH ŬQDQFLDO 

impact resulting from the termination of the agreement. As a result, the CMA imposed a penalty of SAR 

200,000 on Mobily in September of the same year. 

0RELO\ ZDV XQDEOH WR DQQRXQFH LWV 4� ŬQDQFLDO VWDWHPHQWV� FLWLQJ VLJQLŬFDQW FKDQJHV LQ LWV ŬQDQFLDO 

statements. As a result, the CMA suspended the trading of Mobily’s shares on the Saudi Stock Exchange 

�7DGDZXO�� VWDUWLQJ IURP �QG 1RYHPEHU ���� XQWLO WKH FRPSDQ\ DQQRXQFHG LWV SUHOLPLQDU\ ŬQDQFLDO 

VWDWHPHQWV IRU 4�� 3UHYLRXVO\� WKH FRPSDQ\
V ERDUG RI GLUHFWRUV KDG DSSRLQWHG D ŬQDQFLDO UHYLHZ FRPPLWWHH 

WR GHWHUPLQH WKH UHVSRQVLELOLW\ IRU DFFRXQWLQJ HUURUV WKDW OHG WR WKH PRGLŬFDWLRQ RI WKH FRPSDQ\
V SUHYLRXV 
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ŬQDQFLDO UHVXOWV� 7KH ERDUG DOVR UHFRPPHQGHG WKDW WKH FRPSDQ\ VKDOO QRW GLVWULEXWH DQ\ FDVK GLYLGHQGV IRU 

Q3 2014. 

2QH GD\ DIWHU VXVSHQGLQJ WUDGLQJ LQ LWV VKDUHV� 0RELO\ DQQRXQFHG LWV ŬQDQFLDO UHVXOWV� ZKLFK VKRZHG D 

GHFOLQH LQ WKH FRPSDQ\
V SURŬWV IRU WKH ŬUVW WLPH DIWHU PRGLI\LQJ LWV ŬQDQFLDO VWDWHPHQWV� ,Q UHVSRQVH� WKH 

&0$ OLIWHG WKH VXVSHQVLRQ� ZKLOH FRQŬUPLQJ WKDW LW ZRXOG WDNH WKH QHFHVVDU\ VWHSV WR YHULI\ WKH H[WHQW RI 

the company's violations of the Capital Market Law and its Implementing Regulations. The Q4 results of 

2014, when the company announced them, included a loss of approximately SAR 2.2 billion. However, the 

company did not disclose the details of this loss. As a result, the CMA suspended trading in Mobily’s shares 

once again. 

,Q ����� WKH FRPSDQ\
V ŬQDQFLDO UHVXOWV FRQWLQXHG WR VKRZ FRQVHFXWLYH ORVVHV� ,Q WKH ŬUVW TXDUWHU RI WKH 

\HDU� WKH ORVVHV UHDFKHG 6$5 �� PLOOLRQ� DQG LQ 0DUFK ����� WKH &0$ FRPPLVVLRQHG D VSHFLDOLVHG WHDP WR 

DXGLW WKH FRPSDQ\
V ŬQDQFLDO VWDWHPHQWV DV D SUHOXGH WR FRPSOHWLQJ WKH QHFHVVDU\ OHJDO SURFHGXUHV� 7KH 

audit team made several observations, which the company took into consideration and subsequently worked 

RQ UHŭHFWLQJ WKH DFFXUDWH ŬQDQFLDO UHVXOWV RQ WKH FRQVROLGDWHG DQQXDO ŬQDQFLDO VWDWHPHQWV IRU ���� DQG WKH 

ŬQDQFLDO VWDWHPHQWV RI 4� ����  

,Q DGGLWLRQ WR YLRODWLRQV UHODWHG WR ŬQDQFLDO VWDWHPHQWV� WKH &0$ VXVSHFWHG SRWHQWLDO YLRODWLRQV RI $UWLFOH �� 

of the Capital Market Law by certain individuals at Mobily, which may have led to the dissemination of false 

or misleading information about the value of the company’s shares. 

In the meantime, the company’s chairman stepped down due to health issues, but remained a member 

of the board of directors. Accordingly, the Governor of the General Organization for Social Insurance was 

appointed as the new chairman of the board for the remainder of the term. After the Public Prosecution 

2IŬFH FRPSOHWHG WKH LQYHVWLJDWLRQV� D SHQDO ODZVXLW ZDV ŬOHG DJDLQVW VHYHUDO LQGLYLGXDOV EHIRUH &56' RQ 

12th October 2017 for adjudication. 

2Q �QG 6HSWHPEHU ����� *6�&56' DQQRXQFHG D ŬQDO GHFLVLRQ E\ $&56' FRQYLFWLQJ WKH LQGLYLGXDOV RI YLRODWLQJ 

SDUDJUDSK �D� RI $UWLFOH �� RI WKH &DSLWDO 0DUNHW /DZ� 7KH GHIHQGDQWV ZHUH IRXQG JXLOW\ RI FRPPLWWLQJ 
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actions that gave a false or misleading impression of the value of Mobily’s shares. It was proved that those 

LQGLYLGXDOV SUHVHQWHG IDOVH DQG PLVOHDGLQJ GDWD LQ WKH FRPSDQ\
V ŬQDQFLDO VWDWHPHQWV IRU 4�� 4�� DQG 4� 

���� DQG 4�� 4�� DQG 4� ����� ZKLFK OHG WR LQŭDWHG UHYHQXHV LQ WKRVH VWDWHPHQWV�

14.3. The Saudi Stock Exchange: From an Electronic System to a Joint-
Stock Company 

The Capital Market Law stipulated the creation of the Saudi Stock Exchange as a joint-stock company to 

become the only entity authorised to carry out trading in securities in the Kingdom. In 2000, the Tadawul 

Electronic System (TES) was introduced, replacing the previously used Electronic Securities Information 

System (ESIS). Moreover, the TES predated the Capital Market Law and the CMA. 

To separate the supervisory and oversight functions from the operational and technical aspects of securities 

business, and in line with the Capital Market Law, a committee was established comprising representatives 

IURP WKH &0$� 6$0$� DQG WKH 0LQLVWU\ RI )LQDQFH WR HVWDEOLVK D FRPSDQ\ FDOOHG 7DGDZXO� :RUN RQ WKH FRPSDQ\ńV 

E\ODZV EHJDQ LQ ����� DQG RQ ��WK 0DUFK ����� WKH &RXQFLO RI 0LQLVWHUV JUDQWHG DSSURYDO �'RFXPHQW ��� IRU 

the establishment of the Saudi Stock Exchange (Tadawul) as a joint-stock company with independent legal 

DQG ŬQDQFLDO OLDELOLW\ IRU �� \HDUV� 7KLV SHULRG FDQ EH H[WHQGHG E\ WKH GHFLVLRQ RI DQ ([WUDRUGLQDU\ *HQHUDO 

78 The Approval for the Establishment of the Saudi Stock Exchange (Tadawul).
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Assembly (EGA) at least one year before its expiry. Following this, the assets and employees of the Saudi 

Shares Registration Company (SSRC) were transferred to Tadawul. Establishing Tadawul as a joint-stock 

FRPSDQ\ UHSUHVHQWHG D VLJQLŬFDQW DQG LPSRUWDQW VWHS LQ WKH GHYHORSPHQW RI WKH FDSLWDO PDUNHW�  

The   bylaws set the company's capital at SAR 1.2 billion, divided into 120 million equal-value shares fully paid 

in cash by the Public Investment Fund. Moreover, the Extraordinary General Assembly (EGA) of the company 

was given the authority to decide on the date to offer a portion of the shares for public subscription. 

Additionally, the bylaws assigned the main responsibilities of the board of directors in accordance with the 

Capital Market Law, which include proposing regulations, instructions, standards of professional conduct, 

DQG GLVFLSOLQDU\ VDQFWLRQV DQG SURFHGXUHV WR HQVXUH WKDW DXWKRULVHG EURNHUDJH ŬUPV DQG PDUNHW SDUWLFLSDQWV 

carry out their trading activities within a regulated environment. 

According to the Capital Market Law, the board of directors of Tadawul is made up of nine members. These 

members are appointed by the Council of Ministers after being nominated by the Chairman of CMA. The 

members elect their own chairman and vice chairman. Moreover, the board of directors is composed of 

representatives from the Ministry of Finance, the Ministry of Commerce and Industry, and SAMA. Additionally, 

there are two representatives from publicly traded joint-stock companies and four representatives from 

DXWKRULVHG EURNHUDJH FRPSDQLHV WKDW DUH OLVWHG LQ WKH PDUNHW� 2Q ��WK 1RYHPEHU ����� WKH &RXQFLO RI 

0LQLVWHUV DSSURYHG WKH IRUPDWLRQ RI WKH ŬUVW ERDUG RI GLUHFWRUV IRU D WHUP RI WKUHH \HDUV1. 

1  The Council of Ministers agreed, during its session held on Monday, 19th November 2007, to appoint nine members to the board of directors of the 
Saudi Stock Exchange (Tadawul) for a period of three years.

28 Tadawul’s First Board of Directors.
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2Q �UG 'HFHPEHU ����� WKH ERDUG RI GLUHFWRUV RI WKH 6DXGL 6WRFN ([FKDQJH �7DGDZXO� KHOG WKHLU ŬUVW PHHWLQJ 

and elected Dr. Fahad Abdullah Al-Mubarak as Chairman, Mr. Taha Al  kuwaiz as Vice Chairman, and Mr. Abdullah 

Saleh Al-Suweilmy as CEO. The board of directors then began to carry out its duties, including approving the 

transfer of assets and personnel, as well as implementing developments to the organisational structure and 

income sources. 

The Capital Market Law ensured a balanced representation on the company’s board of directors by carefully 

selecting members who could effectively manage market performance and its developments. The board 

was composed of nine members from diverse backgrounds. The establishment of the Saudi Stock Exchange 

�7DGDZXO� ZDV D VLJQLŬFDQW PLOHVWRQH� QRW RQO\ LQ WHUPV RI WLPLQJ EXW DOVR LQ WHUPV RI LWV SRVLWLYH LPSDFW 

on the market and its participants. The decision to form the company was implemented in conjunction with 

various measures taken by the CMA to develop a comprehensive set of regulations for the Saudi capital 

market. 

)XUWKHUPRUH� WKLV GHFLVLRQ FOHDUO\ GHŬQHG UHVSRQVLELOLWLHV DQG SRZHUV DQG GLYLGHG WKHP LQWR OHJLVODWLYH� 

regulatory, supervisory, and legal roles. Consequently, the CMA was responsible for legislative and supervisory 

functions, while the Saudi Stock Exchange (Tadawul) was assigned the executive and technical functions to 

manage the capital market through a diverse board of directors. Moreover, the decision outlined the role of 

the Saudi Stock Exchange in establishing and managing mechanisms for trading securities. This also included 

settlement and clearing activities, registering ownership, and other related matters. Additionally, Tadawul’s 

main four objectives were: providing a fair and transparent listing process, setting professional standards 

IRU EURNHUDJH FRPSDQLHV� SURYLGLQJ VRXQG DQG HIŬFLHQW SURFHGXUHV IRU VHFXULWLHV FOHDULQJ� DQG HQVXULQJ WKH 

VWUHQJWK DQG UHVLOLHQFH RI WKH ŬQDQFLDO SRVLWLRQV RI EURNHUDJH FRPSDQLHV� 

:KHQ LW ZDV ŬUVW HVWDEOLVKHG� 7DGDZXO IDFHG VRPH GLIŬFXOWLHV LQ WHUPV RI KXPDQ DQG ŬQDQFLDO UHVRXUFHV� 7R 

help address these challenges, the CMA took on some of Tadawul’s roles and responsibilities, particularly in 

developing rules and policies related to listed companies. The CMA continued to carry out these responsibilities 

over time, but as Tadawul grew, the former Chairman of CMA, His Excellency Muhammad Abdul Malik Abdullah 

Al-Ash Shaikh, decided to take on the project of separating the functions and jurisdictions between the 

CMA and Tadawul. Therefore, the Supreme Joint Committee to Separate the Functions and Jurisdictions of 
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CMA and Tadawul was established in 2013. Mr. Abdul Rahman Muhammad Al-Rashed, Vice Chairman of 

CMA, was appointed as Chairman and the Committee’s membership consisted of four individuals from the 

CMA and another four from Tadawul. The Committee was given the task of examining ways to separate 

functions and jurisdictions between the CMA and Tadawul, in accordance with the Capital Market Law and 

best international practices, and then submit its results and recommendations to the CMA. 

14.4. SAXESS System  

Early technological advancements were discussed in the second phase of the capital market’s evolution. The 

(OHFWURQLF 6HFXULWLHV ,QIRUPDWLRQ 6\VWHP �(6,6� ZDV ŬUVW LPSOHPHQWHG LQ ���� DQG ZDV WKH ŬUVW JHQHUDWLRQ 

of market systems. The second generation emerged with the introduction of the Tadawul Electronic System 

(TES) in 2001. As the CMA was established and the demand for daily trading operations increased, reaching 

800,000 transactions, it became necessary to adopt the latest technologies to meet the evolving needs of 

the capital market. 

As mentioned earlier, the TES was updated prior to the 2003 public offering of STC to handle the expected 

number of subscribers. However, the system encountered some challenges and obstacles, such as complaints 

from investors who subscribed but did not receive their shares because their names did not appear among the 

subscribers. These complaints were investigated by the Securities Depository Centre, which is responsible 

for maintaining records of share ownership. Upon investigation, it was discovered that some shares were 

mistakenly given to other people due to errors in the names or IDs provided on the paper-based subscription 

forms. 

At that point in time, the information security company Elm had developed software to verify and match IDs 

with corresponding names. Tadawul took advantage of this service and entered STC’s subscription data into 

the programme. Sure enough, many errors were discovered in the matching of names with IDs, and there 

were discrepancies with the information provided on the subscription forms.  

This was a valuable learning experience for Tadawul, which decided to avoid similar problems with Mobily’s 

public offering. However, due to time constraints, Tadawul had to implement a partial solution which involved 
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loading the correct data onto the system, and reviewing the incorrect data with participating banks by 

comparing it with the paper-based subscription forms, which was a time-consuming process. 

It was evident by then that it was time for old technological systems to be replaced with newer ones that 

could address these issues. Planning for this development project began as early as 2005. Before becoming 

a joint-stock company, Tadawul began working in collaboration with the CMA to facilitate communication 

ZLWK WKH 6ZHGLVK FRPSDQ\ 20;� 7KLV MRLQW HIIRUW UHVXOWHG LQ D FRQWUDFW EHLQJ VLJQHG ZLWK 20; LQ ���� WR 

design and implement new generation systems in stages. 

7KH QHZ V\VWHPV EURXJKW QHZ RSSRUWXQLWLHV WR DFFRPPRGDWH WKH VLJQLŬFDQW JURZWK WKDW WKH PDUNHW KDV 

seen, both in terms of the number of listed companies (over 113) and the number of traders, trading volume, 

and number of daily trading transactions. They also provided solutions for a diverse range of investment 

tools and enabled the introduction of many CMA regulations. Additionally, the new systems were linked to 

brokerage companies, allowing them to enter and maintain all orders, as well as receive market information 

and daily news directly, which helped investors make well-informed decisions. 

The newly developed system was named SAXESS, becoming the third generation of technological systems. 

The leading provider of the system remained OMX, but following its acquisition by Nasdaq, the company was 

named Nasdaq OMX, then simply Nasdaq. 

:KHQ LW ZDV ŬUVW HVWDEOLVKHG� DQG EHIRUH WKH ERDUG RI GLUHFWRUV ZDV IRUPHG LQ ����� WKH 6DXGL 6WRFN 

([FKDQJH �7DGDZXO� KDG DOUHDG\ ŬQLVKHG DOO WHFKQLFDO WHVWV DQG H[SHULPHQWV QHFHVVDU\ WR RSHUDWH WKH 

new trading system. The results were promising, and the new system was operationalised as part of the 

Tadawul strategy which aimed at continuously updating and improving its technological systems to meet 

the increasing demands of the market. 

Eventually, two years after beginning consultations with OMX, Tadawul successfully launched the new 

generation of SAXESS trading system on 20th October 2007. This was considered a relatively short period 

of time, as changes to market systems typically take longer given the complexity of the process, which 

involves multiple procedures, including designing primary requirements and ensuring system functionality, 
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development, and testing. OMX, Tadawul’s contracted provider, carried out thorough testing of the system to 

ensure that it functioned correctly and there were no glitches that could have negative impacts. 

14.5. Developing Market Sectors and Indices 

14.5.1. Developing Market Sectors 
Following the successful implementation of the SAXESS trading system, attention in the capital market 

turned towards developing different sectors in light of the new system’s advanced technological capabilities. 

The Saudi capital market sectors had remained unchanged for a long time since the formation of the 

Ministerial Committee and the Standing Supervisory Committee (SSC), despite an increase in the number 

and diversity of companies. During the years preceding the formation of the CMA, and in its early days, there 

were eight sectors in total: banking, industry, cement, services, electricity, Telecommunications, insurance, 

and agriculture. 

As the number of listed companies and the diversity of their activities continued to increase, with 

expectations of future growth, there was a pressing need to reclassify market sectors based on the main 

activities of listed companies by examining their assets, income sources, and the extent to which they were 

LQYROYHG LQ RWKHU VHFWRUV� 0RUHRYHU� WKH SUH�H[LVWLQJ FODVVLŬFDWLRQ RI PDUNHW VHFWRUV DQG LQGLFHV QR ORQJHU 

met investor expectations.  

7DGDZXO ZRUNHG ZLWK WKH &0$ WR UHJXODWH DQG RUJDQLVH WKH FDSLWDO PDUNHW E\ FUHDWLQJ D QHZ FODVVLŬFDWLRQ 

IRU PDUNHW VHFWRUV WKDW JLYHV D PRUH WUDQVSDUHQW DQG FOHDUHU SLFWXUH RI WKH PDUNHW SHUIRUPDQFH� ,Q ���� DQG 

2007, both entities studied and updated the new structure and its indices. Moreover, the CMA developed 

a plan to reclassify market sectors and improve their indices, which was presented to the public on 30th 

October 2007 to obtain feedback.  

$IWHU FRQVLGHULQJ IHHGEDFN IURP WKH SXEOLF� WKH &0$ %RDUG DSSURYHG D QHZ PDUNHW VHFWRU FODVVLŬFDWLRQ 

and an index calculation methodology on 10th December 2007. Tadawul was assigned to implement the 

QHZ FODVVLŬFDWLRQ� 6LQFH LW ZDV H[SHFWHG WR PDLQWDLQ DQG UHYLHZ LQGLFHV TXDUWHUO\� 7DGDZXO SURSRVHG 
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LPSOHPHQWLQJ WKH QHZ FODVVLŬFDWLRQ DIWHU WKH ŬUVW TXDUWHU RI ���� WR KDYH HQRXJK WLPH WR FROOHFW� VWRUH� DQG 

UHFDOFXODWH WKH KLVWRULFDO GDWD RI IUHH ŭRDW LQGLFHV DQG PDNH WKHP DYDLODEOH RQ LWV RIŬFLDO ZHEVLWH� (YHQWXDOO\� 

WKH QHZ PDUNHW VHFWRU FODVVLŬFDWLRQ DQG LQGLFHV ZHUH LPSOHPHQWHG RQ �WK $SULO ����� &RQVHTXHQWO\� WKH 

QXPEHU RI VHFWRUV LQFUHDVHG IURP HLJKW WR ��� 6LPLODUO\� PDUNHW LQGLFHV LQFUHDVHG IURP QLQH WR �� DQG ZHUH 

FDOFXODWHG EDVHG RQ IUHH ŭRDW VKDUHV RQO\� 

7KH &0$ EDVHV LWV FODVVLŬFDWLRQ RI OLVWHG FRPSDQLHV ZLWKLQ DQ\ RI WKH PDUNHW VHFWRUV ODUJHO\ RQ WKH PDLQ 

activity of the company, along with several other factors. These factors include the utilisation of assets and 

WKH SURSRUWLRQ RI UHYHQXH JHQHUDWHG E\ HDFK DFWLYLW\ FRPSDUHG WR WKH FRPSDQ\ńV WRWDO UHYHQXH� )LJXUH �� 

shows the division of sectors established in 2008. 

29  The Market Sector Classification (2008). 
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14.5.2 Developing the Market Index 
The CMA collaborated with Tadawul to update and improve the main market index (TASI) after successfully 

LPSOHPHQWLQJ WKH 6$;(66 WUDGLQJ V\VWHP DQG DGRSWLQJ WKH QHZ FODVVLŬFDWLRQ RI PDUNHW VHFWRUV� 3UHYLRXVO\� 

the calculation of the stock index was handled by the National Centre for Finance and Economic Information 

(NCFEI) of the Ministry of Finance, but in October 2001, the responsibility was transferred to the Tadawul 

Electronic System (TES), and the name of the index was changed from NCFEI to TASI. After its establishment, 

the Saudi Stock Exchange (Tadawul) became responsible for calculating the index, which was based 

RQ RXWVWDQGLQJ VKDUHV XQWLO �WK $SULO ���� ZKHQ WKH QHZ PHWKRGRORJ\ ZDV DSSOLHG EDVHG RQ IUHH ŭRDW 

(available for trading) shares and announced on the Tadawul website. 

7KH IUHH ŭRDW LQGH[ FDOFXODWLRQ PHWKRGRORJ\ LQFOXGHV VHFXULWLHV DYDLODEOH IRU WUDGLQJ RQ 7DGDZXO� 7KH 

IROORZLQJ VKDUHV� FRQVLGHUHG WR EH QRQ�IUHH ŭRDW� DUH H[FOXGHG IURP DOO 7DGDZXO LQGLFHV FDOFXODWLRQV� �� 

shares of a listed company in which a government entity has a 5% or more ownership; 2) restricted shares 

(shares that are not allowed to be traded during a period); 3) shares acquired through buy-back by a listed 

company; 4) shares owned by members of the board of directors; and 5) shares representing controlling 

ownership (30% or more). 

Moreover, TASI is calculated by multiplying the index value of the previous day by the change in the free 

ŭRDW PDUNHW FDSLWDOLVDWLRQ RI DOO LQGH[ FRQVWLWXHQWV DV KLJKOLJKWHG LQ WKH IROORZLQJ IRUPXOD� 

In the same year, Tadawul implemented a new share tick size within three price bands (Figure 30) as of 

Saturday, 13th December 2008.  
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2Q ��WK $XJXVW ����� 7DGDZXO SXEOLVKHG OLVWV RI PDMRU VKDUHKROGHUV LQ OLVWHG FRPSDQLHV RQ LWV ZHEVLWH WR 

enable investors to view the names of individuals and entities who hold at least a 5% stake in each company. 

The decision to update the tick size was made to align with international capital market standards. The 

purpose was to maintain pace with the high trading volume and expanding number of listed companies, 

ZKLFK ZRXOG HQKDQFH WKH HIŬFLHQF\ DQG TXDOLW\ RI VWRFN SULFLQJ DQG LQFUHDVH OLTXLGLW\ RI WUDGHG VKDUHV 

without affecting the general or sectoral index values or the values of listed company shares. 

The developments in the Saudi capital market during this period led to a great achievement on the 

LQWHUQDWLRQDO VFHQH� 2Q �WK 2FWREHU ����� WKH *HQHUDO $VVHPEO\ RI WKH :RUOG )HGHUDWLRQ RI ([FKDQJHV 

voted to approve the Saudi Stock Exchange (Tadawul) as a member after meeting the requirements for 

joining the organisation.  

30 Tick Size. 
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14.6. X-STREAM INET 

The SAXESS trading system was used from 2007 onward. However, as the number of listed companies and 

trading volume increased, the system was unable to keep up with the heavier demand.  

In late 2013, Tadawul addressed this issue by reaching an agreement with Nasdaq to update and upgrade its 

trading technology infrastructure, moving from the SAXESS system to the X-STREAM INET platform, which 

was to bring better features, as well as higher speed and capacity, to market operations. The agreement also 

included providing technical support for several years after implementation. 

The collaboration between Tadawul and Nasdaq marked a new phase of development for the Saudi capital 

market, in line with Tadawul’s strategic plan to enhance the market’s technology infrastructure. By adopting 

the fastest trading engine in the world, Tadawul made a wise investment that would allow it to meet current 

and future demands.  

$W WKH WLPH� 1DVGDTńV ;�675($0 ,1(7 ZDV D FXWWLQJ�HGJH WUDGLQJ V\VWHP NQRZQ IRU LWV HIŬFLHQF\� VSHHG� DQG 

DFFXUDF\ LQ KDQGOLQJ WKH WUDGLQJ RI VWRFNV� VXNXN� ERQGV� DQG LQGH[ IXQGV� 7KH V\VWHP SURYHG WR EH ŭH[LEOH 

and adaptive to market changes, allowing Tadawul to offer more advanced services and a wide range of 

assets to its clients through multiple platforms. Additionally, X-STREAM INET introduced increased capacity 

for processing orders at a higher rate. 

Moreover, X-STREAM INET was equipped with an advanced infrastructure that could handle technical errors 

and issues. The system utilised the latest technologies to ensure the continuity and effectiveness of market 

operations. Furthermore, the system was being used in 85 markets to carry out operations of deposit, 

settlement, clearing, and registration of securities ownership. 

2Q ��WK 6HSWHPEHU ����� 7DGDZXO DQQRXQFHG WKH FDQFHOODWLRQ RI DQ\ RSHQ RUGHUV �XQŬOOHG DQG ZRUNLQJ 

orders still in the market waiting to be executed) on the SAXESS system by the end of the session at 3:30 

p.m. to prepare for the launch of the new X-STREAM INET trading system. After testing was completed, the 
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new system was successfully connected to all market systems and market information service providers. The 

;�675($0 ,1(7 ZDV RIŬFLDOO\ ODXQFKHG RQ ��WK 6HSWHPEHU ����� 

Placing and executing orders on X-STREAM INET was different from doing so on the previous SAXESS system. 

In the new system, the theoretical open price (TOP) was no longer announced. Instead, the best price was 

displayed on the market watch. However, the process of creating portfolios remained as it was in SAXESS, 

and no changes were made to market data except for the TOP during pre-trading sessions.  

14.7. Online Trading 

As previously mentioned, the advent of online trading predated the establishment of the CMA by a few years 

and continued to develop and expand thereafter. Banks competed to provide the service through smart 

device applications, while later on, some brokerage companies joined in the competition. Representatives of 

the CMA worked with authorised persons to allow investors to trade through digital channels such as the 

internet and mobile banking. The market enabled selling stocks through bank ATMs, particularly for allocated 

shares of initial public offerings. These steps enabled investors to keep track of their stocks and investment 

portfolios and execute trades from their mobile devices, tablets, or laptops. 

/DWHU RQ� WKH 6DXGL 6WRFN ([FKDQJH �7DGDZXO� LQWURGXFHG WKH ņ0\ :DWFKOLVWŇ VHUYLFH� ZKLFK DOORZHG XVHUV 

30 A Trading Hall at a Bank Offering Electronic Trading Services in 2007.

to see the performance of selected 

companies listed on the Exchange, 

though it did not permit them to trade 

or view their investment portfolios. 

,Q ����� 7DGDZXO ODXQFKHG WKH ŬUVW 

release of a suite of services named 

“Tadawulaty.” The new services 

enabled registered traders to 

consolidate diverse assets into one 

account statement, vote remotely, get 
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QRWLŬHG DERXW JHQHUDO DVVHPEOLHV� UHFHLYH 606 PHVVDJHV DERXW GLYLGHQG GLVWULEXWLRQ� DQG DFFHVV RQJRLQJ 

evaluation of assets. Moreover, Tadawul made registration for these services available to everyone through 

authorised persons. 

Tadawulaty is a suite of services offered by Tadawul in cooperation with its members. It contains a bundle 

RI QHZ ŬQDQFLDO VHUYLFHV WDUJHWLQJ LQYHVWRUV DQG LVVXHUV� ,W DLPV WR EHQHŬW WKH LQYHVWPHQW FRPPXQLW\ 

within the Saudi capital market by providing value-added services to market participants. These services are 

intended to: 1) enable investors to exercise their voting rights, inquire about their dividend entitlements, and 

UHFHLYH DOHUWV DQG QRWLŬFDWLRQV RQ FHUWDLQ LPSRUWDQW HYHQWV� �� EULGJH WKH JDS EHWZHHQ OLVWHG FRPSDQLHV DQG 

their shareholders, as well as enhance communication and information exchange amongst them; 3) provide 

a convenient and direct reporting mechanism through the Securities Depository Centre; and 4) offer an on-

going process for validating and updating information maintained at Tadawul. 

In 2011, Tadawul introduced a second set of “Tadawulaty” services, which enabled corporate mergers and 

acquisitions and offered other services such as publishing lists of uncollected dividends. Overall, the variety 

of services and trading channels helped to greatly improve and grow capital market investments. 

14.8. The Securities Depository Centre (SDC) 

In 2012, the responsibility for the management of the Securities Depository Centre (SDC) was transferred 

from the CMA to the Saudi Stock Exchange (Tadawul). The SDC continued to operate in accordance with 

the Capital Market Law. The Law gave the Board of Directors of Tadawul the power to issue necessary 

LQVWUXFWLRQV IRU PDQDJLQJ WKH 6'&ńV DIIDLUV DIWHU REWDLQLQJ WKH DSSURYDO RI WKH &0$ %RDUG� 2Q ��WK $SULO 

2012, Tadawul issued the Securities Depository Centre Rules with the aim of regulating the SDC’s activities, 

including specifying the conditions and requirements for the SDC membership as well as the procedures for: 

1) depositing securities 2) settling of transactions 3) registering of securities ownership restrictions, and (4) 

opening SDC accounts. Moreover, all persons dealing with the SDC were to be subject to the rules, including 

issuers, investors, and SDC members. 
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According to Chapter Four of the Capital Market Law, the Board of Directors of Tadawul was allowed to convert 

the SDC into a company following the CMA’s approval. Eight years after the establishment of Tadawul, the 

CMA Board approved the founding of SDC as a joint-stock company in accordance with the Capital Market 

Law. As a result, the Securities Depository Centre Company was established on 10th October 2015, as a 

closed joint-stock company with a capital of SAR 400 million, divided into 40 million shares with a nominal 

value of SAR 10 per share. 

The newly created Securities Depository Centre Company became responsible for issuing registration notices 

EDVHG RQ LQYHVWRU UHTXHVWV DQG DOORZHG LQYHVWRUV WR GLJLWLVH WKHLU SK\VLFDO VKDUH FHUWLŬFDWHV E\ GHSRVLWLQJ 

their shares into their electronic portfolios. 

14.9. Financial Prudence of Brokers 

,Q ����� WKH &0$ EHJDQ UHJXODWLQJ DQG LVVXLQJ DXWKRULVDWLRQV IRU EURNHUDJH ŬUPV DQG DXWKRULVHG SHUVRQV WR 

carry out securities business. As a result, inspections of authorised persons became more robust. In 2008, 

WKH &0$ DQG WKH )LQDQFLDO ,QGXVWU\ 5HJXODWRU\ $XWKRULW\ �),15$� FROODERUDWHG WR UHOHDVH WKH ŬUVW LQVSHFWLRQ 

guide, which has since been updated to keep up with the evolving needs and regulations of the capital 

market. 

To further institutionalise the work of authorised persons, the CMA developed a draft of Prudential Rules 

based on best practices and international standards, such as Basel 2 and 31. The draft was published for 

public comments and feedback in April 2012. Furthermore, workshops were held to familiarise people with 

the draft rules. On 31st December 2012, the CMA Board approved the Prudential Rules, which established 

the capital requirements for authorised persons engaged in securities activities. The Prudential Rules went 

into effect in early 2013. 

1  The Basel Accords are agreements developed by the Basel Committee on Banking Supervision (BCBS), which was established by central bank 
governors from the G10 countries in 1974. The purpose of the BCBS is to enhance the quality of banking supervision around the world. The 
Committee has issued guidance and standards for banking regulations, including international standards for capital adequacy in three iterations: 
Basel 1, 2, and 3.
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14.10. Communicating with Market Institutions 

During this period, communication with market institutions was a priority for the capital market. The CMA 

held numerous forums, meetings, and workshops with brokerage and listed companies with the aim of 

exchanging views and participating in shaping policies and strategies for market development. The ultimate 

purpose was to create an attractive investment environment that supports the national economy. At the 

same time, the CMA emphasised the importance of continuous communication with market institutions and 

the development of institutional work methods in the sector. To this end, the CMA formed joint committees 

to exchange experiences and discuss key issues and challenges facing the sector and to propose appropriate 

solutions, in addition to receiving proposals and initiatives related to the overall development of the capital 

market and relevant regulatory frameworks. 

On 8th September 2013, the CMA approved a decision to establish and form the CMA Advisory Committee. 

The Committee included members from different backgrounds and expertise related to the capital market. 

The main purpose of the Advisory Committee was to strengthen communication between the CMA and market 

participants, and to provide recommendations to the CMA to enhance its role and work towards achieving its 

REMHFWLYHV LQ GHYHORSLQJ WKH PDUNHW IRU WKH EHQHŬW RI DOO PDUNHW SDUWLFLSDQWV DQG LQYHVWRUV� 7KH &0$ HQVXUHG 

that a diverse committee drawn from all aspects of society were represented, such as government, academia, 

listed companies, authorised persons, as well as investors and journalists. 

7KH $GYLVRU\ &RPPLWWHHńV UHJXODWLRQV VSHFLŬHG WKDW LWV PHPEHUV KDG D QRQ�UHQHZDEOH WZR�\HDU WHUP� )RU 

LWV ŬUVW WHUP� WKH &RPPLWWHH ZDV FRPSULVHG RI WKH IROORZLQJ PHPEHUV� 6DUDK $O�6XKDLPL� 'U� 6DPL 0RKVHQ 

Baroum, Mr. Abdulsalam Abdul Rahman Al-Aqeel, Mr. Fahad Al-Saif, Lama Ghazzawi, His Excellency Mohammed 

Abdullah Al-Jadaan, and His Excellency Mohammed Abdullah Elkuwaiz.  
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Chapter 15:  0DUNHW 'HHSHQLQJ DQG 'LYHUVLŬFDWLRQ 
�����������

'XULQJ WKH SHULRG IURP ���� WR ����� WKH 6DXGL FDSLWDO PDUNHW SOD\HG D YLWDO UROH LQ WKH FRXQWU\ńV HFRQRP\� 

pumping the lifeblood of funding needed to develop different sectors. During this period, many initiatives 

ZHUH WDNHQ WR GHYHORS WKH PDUNHW� VXFK DV LPSURYLQJ WKH HIŬFLHQF\ RI OLVWLQJ DQG RIIHULQJ SURFHGXUHV� 

developing merger and acquisition regulations, and enhancing disclosure systems. Additionally, the capital 

PDUNHW ZLWQHVVHG DQ LQFUHDVH LQ WKH GLYHUVLW\ RI ŬQDQFLDO SURGXFWV� DXWKRULVDWLRQ RI FUHGLW UDWLQJ DJHQFLHV� 

and efforts to attract more foreign investments. 

15.1. Joint-Stock Offerings and Listings 

15.1.1. Companies’ Public Offering of Shares 
The book-building approach continued, and in 2007, around 40 investment institutions, such as investment 

funds, authorised persons, investment institutions, and semi-governmental institutions, participated in the 

book-building process for IPOs. The book-building process had been applied previously, but it wasn’t until 18th 

$XJXVW ���� WKDW WKH &0$ %RDUG LVVXHG WKH ,QVWUXFWLRQV IRU %RRN�%XLOGLQJ 3URFHVV DQG $OORFDWLRQ 0HWKRG 

in Initial Public Offerings, which went into effect on 1st January 2017. The purpose of this requirement was 

to enhance the share pricing mechanism and improve allocation standards. The instructions came to further 

regulate the existing book-building process. 

7KH UHTXLUHPHQW DOORZHG TXDOLŬHG IRUHLJQ ŬQDQFLDO LQVWLWXWLRQV WR SDUWLFLSDWH LQ ERRN�EXLOGLQJ� $FFRUGLQJ 

to the instructions, the book-building period must not exceed 14 calendar days, and the price range (the 

difference between the lowest price and the highest price) must not exceed 20% of the minimum price. 

Additionally, participating institutions are entitled to submit requests at prices outside the price range up 

to a maximum not exceeding 20% of the lowest price or the highest price. Lastly, participating institutions 

cannot submit a request with a value representing more than 5% of an issuer’s outstanding shares. 

Chapter 15 | Market Deepening and 
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On a similar note, family-owned companies were also encouraged to become listed on Tadawul. In September 

����� GXULQJ D PHHWLQJ RI UHSUHVHQWDWLYHV RI IDPLO\�RZQHG FRPSDQLHV ZLWK &0$ RIŬFLDOV LQ 'DPPDP� +LV 

Excellency Muhammad Abdul Malik Abdullah Al-Ash Shaikh, Chairman of CMA at the time, emphasised the 

importance of family-owned companies and the need for their continuity, stability, and expansion.  

He also highlighted that the transition would require these companies to comply with regulations and 

JXLGHOLQHV UHODWHG WR WKH &0$ DQG 7DGDZXO� LQFOXGLQJ JRYHUQDQFH DQG FRQŭLFW RI LQWHUHVW SROLFLHV� DV ZHOO 

as transparency and disclosure requirements. Furthermore, Al-Ash Shaikh pointed out that the transition to 

MRLQW�VWRFN FRPSDQLHV ZRXOG DOORZ WKHVH FRPSDQLHV WR VHHN RXW ŬQDQFLQJ DW ORZHU FRVWV WKDQ ZKHQ WKH\ 

were family-owned. 

To further encourage the transition, Mr. Khalid Al-Rabiah, a member of the Board of Directors of Tadawul, 

KLJKOLJKWHG GXULQJ WKH PHHWLQJ WKDW ZKLOH DSSUR[LPDWHO\ ��� RI FRPSDQLHV UHJLVWHUHG LQ 6DXGL $UDELD ZHUH 

IDPLO\�RZQHG� FRQWULEXWLQJ DURXQG ��� RI QRQ�RLO *'3 DQG HPSOR\LQJ DERXW ��� RI WKH ZRUNIRUFH� RQO\ �� 

IDPLO\ EXVLQHVVHV ZHUH OLVWHG RQ 7DGDZXO RXW RI ��� WRWDO FRPSDQLHV DV RI �����  

15.1.2. Regulating Mergers and Acquisitions 
7KH &RPSDQLHV /DZ RI ���� DOORZHG IRU D FRPSDQ\� HYHQ ZKLOH LQ WKH SURFHVV RI OLTXLGDWLRQ� WR PHUJH ZLWK 

another company. This was possible through the incorporation of one or more companies into an existing 

company or by merging two or more companies into a new company. The merger contract determines the 

conditions and the number of shares of the merged company that will be assigned to the capital of the 

merging company. Moreover, a merger is considered valid if a decision was made by all parties involved 

DQG ZDV GHFODUHG DQG LPSOHPHQWHG QR OHVV WKDQ �� GD\V DIWHU WKH GHFODUDWLRQ GDWH� JLYLQJ FUHGLWRUV RI WKH 

PHUJHG FRPSDQ\ WKH RSSRUWXQLW\ WR REMHFW WR WKH PHUJHU� +RZHYHU� WKH ODZ GLG QRW KDYH VSHFLŬF DQG FOHDU 

rules for the merger and acquisition of listed companies. 

After its establishment, the CMA became the regulator of merger and acquisition operations of companies 

OLVWHG RQ 7DGDZXO� 7KLV LV LQ DFFRUGDQFH ZLWK &KDSWHU � RI WKH &DSLWDO 0DUNHW /DZ� ZKLFK UHTXLUHV WKH DSSURYDO 

of the CMA Board for merger and acquisition transactions related to listed companies. On 3rd October 2007, 

the CMA Board adopted the Merger and Acquisition Regulations, which became an important addition to the 

OHJLVODWLYH DQG UHJXODWRU\ IUDPHZRUN RI WKH 6DXGL FDSLWDO PDUNHW �'RFXPHQW ���� 
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79 The CMA’s Approval of Merger and Acquisition Regulations in 2007.

The regulations outlined the rules and procedures 

related to acquisition offers and announcements, 

including restrictions on dealings and disclosure 

requirements, the rules for mandatory and optional 

offers, the method of payment, compliance with 

Competitions Law, the contents and requirements 

of the offer document and the acquisition of 

related parties. Prior to the regulations, the 

CMA received and approved three merger and 

DFTXLVLWLRQ UHTXHVWV LQ ���� DQG RQH LQ ����� ,Q 

����� WKH &0$ DSSURYHG D UHTXHVW IRU LQFUHDVLQJ 

the capital of Almarai company and its acquisition 

of 100% of the shares of Hail Agriculture Development Company through a stock swap ratio of 1:5 with an 

additional half a riyal for each share.

15.1.3. Promoting Disclosure and Transparency 
'XULQJ WKLV SHULRG� WKH &0$ HQVXUHG WR PRQLWRU WKH DFFRXQWV RI OLVWHG FRPSDQLHV DQG LPSRVHG ŬQHV RQ 

FRPSDQLHV WKDW IDLOHG WR GLVFORVH WKHLU DQQXDO UHVXOWV ZLWKLQ WKH VSHFLŬHG GHDGOLQH� $V RXWOLQHG LQ $UWLFOH �� 

of the Listing Rules, companies must provide the CMA with, and announce to their shareholders, their annual 

ŬQDQFLDO VWDWHPHQWV SUHSDUHG DQG DXGLWHG LQ DFFRUGDQFH ZLWK WKH DFFRXQWLQJ VWDQGDUGV LVVXHG E\ WKH 6DXGL 

2UJDQL]DWLRQ IRU &HUWLŬHG 3XEOLF $FFRXQWDQWV �62&3$�� LPPHGLDWHO\ DIWHU WKHLU DSSURYDO DQG ZLWKLQ D SHULRG 

QRW H[FHHGLQJ IRUW\ GD\V IURP WKH HQG RI WKH ŬQDQFLDO \HDU FRYHUHG E\ WKRVH VWDWHPHQWV� 

On 22nd April 2012, the CMA announced that it would suspend trading of shares of listed companies that 

IDLOHG WR GLVFORVH WKHLU ŬQDQFLDO VWDWHPHQWV ZLWKLQ WKH UHTXLUHG WLPHIUDPH� 2Q ��WK 0D\ ����� WKH &0$ 

IXUWKHU DQQRXQFHG WKDW LI D OLVWHG FRPSDQ\ńV ŬQDQFLDO VWDWHPHQW LQFOXGHG D GLVFODLPHU RI RSLQLRQ RU DQ 

DGYHUVH RSLQLRQ IURP D FHUWLŬHG SXEOLF DFFRXQW� WUDGLQJ RI WKH FRPSDQ\ńV VKDUHV ZRXOG EH VXVSHQGHG XQWLO 

the situation was resolved.1 

1  As of 1st April 2018, the responsibility for reviewing and approving company disclosures has been fully transferred from the CMA to the Saudi Stock 
Exchange (Tadawul). Tadawul is responsible for reviewing the disclosures after they are published and reporting any deficiencies to the CMA, as per 
the Listing Rules approved by the CMA Board on 27th December 2017 and amended on 30th September 2019.
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15.1.4. Developing the Electronic Disclosure System (IFSAH) 
)URP ���� WR ����� WKH 6DXGL FDSLWDO PDUNHW ZLWQHVVHG WHFKQRORJLFDO GHYHORSPHQWV WKDW PDGH WKH 

GLVFORVXUH SURFHVV HDVLHU DQG PRUH HIŬFLHQW� ,Q ����� 7DGDZXO VWDUWHG GHYHORSLQJ DQ HOHFWURQLF GLVFORVXUH 

system named “IFSAH” using XBRL (extensible business reporting language). Listed companies were trained 

RQ KRZ WR XVH DQG EHQHŬW IURP WKH QHZ V\VWHP WR LQFUHDVH WUDQVSDUHQF\ DQG HIŬFLHQF\ LQ SUHSDULQJ� 

analysing, and publishing data. Additionally, educational and informative workshops were organised to help 

OLVWHG FRPSDQLHV VXEPLW WKHLU ŬQDQFLDO VWDWHPHQWV EHIRUH WKH V\VWHPńV LPSOHPHQWDWLRQ� 

In 2013, Tadawul launched the pilot version of the disclosure system, allowing listed companies to prepare, 

SUHVHQW� DQG GLVSOD\ DQQRXQFHPHQWV DQG ŬQDQFLDO VWDWHPHQWV LQ DQ LQWHUDFWLYH PDQQHU RQ 7DGDZXOńV ZHEVLWH� 

7KH V\VWHP LV FKDUDFWHULVHG E\ LWV ŭH[LELOLW\ DQG PXOWLSOH XVDJHV WKURXJK VSHFLŬHG PRGHOV DQG VWDQGDUG 

electronic tables that facilitate companies’ disclosure and information dissemination. After the success of 

WKH WULDO DQG LQLWLDO ODXQFK� 7DGDZXO RIŬFLDOO\ ODXQFKHG WKH GLVFORVXUH V\VWHP ,)6$+ RQ �WK -XQH ����� 

,Q ����� 7DGDZXO XSJUDGHG WKH GLVFORVXUH V\VWHP DQG FUHDWHG D SDJH IRU UHVWULFWLRQ SHULRGV DQG ŬQDQFLDO 

deadlines. Moreover, Tadawul announced a taxonomy upgrade in the system to comply with IFRS standards.  

15.1.5. Companies Law of 2015 
The rules for establishing and managing joint-stock companies and their public offerings were the same as 

WKRVH RXWOLQHG LQ WKH &RPSDQLHV /DZ RI ����� )LIW\ \HDUV ODWHU� WKH &RPSDQLHV /DZ RI ���� ZDV LVVXHG E\ 

5R\DO 'HFUHH 0�� RQ ��WK 1RYHPEHU ���� �'RFXPHQW ���� $V D UHVXOW� WKH &RPSDQLHV /DZ RI ���� ZDV 

abrogated.  

The new Companies Law assigned regulatory, supervisory, and oversight responsibilities for companies 

operating in the Kingdom to both the Ministry of Commerce and Industry (later the Ministry of Commerce) 

and the CMA. The Ministry of Commerce was made responsible for all companies except those listed on the 

Saudi Stock Exchange, which were under the CMA’s control. Therefore, the CMA became responsible for 

issuing regulations, including those for mergers and acquisitions if one of the parties was a listed company 

on the Saudi Stock Exchange. 
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80 Council of Ministers’ Approval of the Companies Law in 2015.

Moreover, the new Companies Law 

exempted investment funds and 

special purpose entities organised 

under the Capital Market Law from 

being subject to its provisions. It 

also stipulated that the provisions 

would not interfere with the 

jurisdiction of the Committee 

for the Resolution of Securities Disputes (CRSD), and that disputes within their scope would be handled 

by the CMA, including proceedings and grievances arising from decisions and actions taken by the CMA in 

implementing the provisions. 

Furthermore, the new Companies Law stipulated that “  existing companies, when the law is effective, should 

amend their positions in accordance with its provisions in a period of time not exceeding one year starting 

from the effective date. The Ministry and the CMA Board, as an exception, shall determine in accordance 

with their competencies the provisions to which those companies shall be subject to during that period.” 

Accordingly, coordination was made between the Ministry of Commerce and the CMA regarding the law’s 

implementation. The coordination ended with signing of a memorandum of understanding between the two 

HQWLWLHV RQ LPSOHPHQWLQJ WKH &RPSDQLHV /DZ RI ���� RQ ��WK )HEUXDU\ ����� LQFOXGLQJ SURYLVLRQV UHODWHG 

WR WKH UHJXODWLRQ RI GHDOLQJ ZLWK WKH ORVVHV RI OLVWHG FRPSDQLHV� 2Q ��WK 2FWREHU ����� WKH &0$ %RDUG 

issued a decision (Document 81) to approve the   Regulatory Rules and Procedures Issued Pursuant to the 

Companies Law Relating to Listed Joint Stock Companies. 
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81 The Approval of the Regulatory Rules and Procedures Issued Pursuant to the Companies Law Relating to Listed Joint Stock Companies.

Previously, the CMA Board had approved the ‘Procedures and Instructions Related to Listed Companies with 

Accumulated Losses amounting to 50% or More of their Share Capital’, which were implemented on 1st 

July 2014. However, as the Companies Law of 2015 was issued, the CMA had to amend these procedures. 

Therefore, these companies were given a year to amend their positions in accordance with the new law. 

0RUHRYHU� RQ ��VW 2FWREHU ����� WKH &0$ %RDUG LVVXHG D GHFLVLRQ WR DPHQG WKH QDPH RI WKH SURFHGXUHV WR 

the ‘Procedures and Instructions Related to Listed Companies with Accumulated Losses Amounting to 20% 

or More Share Capital’, which came into force as of 22nd April 2017.

%20  - %35

%35  - %50

%50  and more

31 Classification of companies according to percentages of losses. 
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According to the new regulations, companies were required to announce any accumulated losses once they 

reached 20% or more of share capital. Symbols were displayed next to the names of listed companies on 

the Tadawul website to indicate the percentage of losses (Figure 31). Companies with accumulated losses 

ZHUH GLYLGHG LQWR WKUHH FDWHJRULHV� ŬUVW� FRPSDQLHV ZLWK DFFXPXODWHG ORVVHV RI ��� WR ��� RI VKDUH FDSLWDO 

ZRXOG EH \HOORZ�ŭDJJHG� VHFRQG� FRPSDQLHV ZLWK DFFXPXODWHG ORVVHV RI ��� WR ��� RI VKDUH FDSLWDO ZRXOG 

EH RUDQJH�ŭDJJHG� DQG WKLUG� FRPSDQLHV ZLWK DFFXPXODWHG ORVVHV RI PRUH WKDQ ��� RI VKDUH FDSLWDO ZRXOG 

EH UHG�ŭDJJHG�

15.2. Towards Diversified Financial Products 

6XNXN DQG ERQGV ZHUH ŬUVW LVVXHG LQ WKH HDUO\ VWDJHV RI WKH 6DXGL FDSLWDO PDUNHW� 'XULQJ WKH VDPH SHULRG� 

UHDO HVWDWH LQYHVWPHQW IXQGV DQG UHODWHG UHJXODWLRQV ZHUH LQWURGXFHG� OHDGLQJ WR PRUH GLYHUVLŬHG ŬQDQFLDO 

products such as exchange traded funds (ETFs) and real estate investment traded funds (REITs). 

15.2.1. Amending Investment Funds Regulations 
7KH ,QYHVWPHQW )XQGV 5HJXODWLRQV UHPDLQHG LQ HIIHFW DIWHU WKH\ ZHUH LVVXHG LQ 'HFHPEHU ����� $IWHU �� 

years, the CMA saw the need to amend the regulations for more transparency and disclosure. The amended 

UHJXODWLRQV ZHUH DGRSWHG LQ 0D\ ����� ZKLFK LQFOXGHG VHYHUDO SURYLVLRQV WR HQKDQFH WUDQVSDUHQF\ DQG 

protect the rights of individual fund investors. For example, the actions of fund managers in buying and 

selling were subject to the Market Conduct Regulations as any other trader in the market. Furthermore, the 

UHYLVHG UHJXODWLRQV FODVVLŬHG WKH FKDQJHV LQ WKH WHUPV DQG FRQGLWLRQV IRU SXEOLF IXQGV LQWR WKUHH W\SHV� 

IXQGDPHQWDO FKDQJHV� VLJQLŬFDQW FKDQJHV� DQG QRWLŬDEOH FKDQJHV� 

15.2.2. Launching the Sukuk and Bonds Market 
6XNXN DQG ERQGV ZHUH ŬUVW RIIHUHG LQ ���� DQG FRQWLQXHG WR EH RIIHUHG WKHUHDIWHU�  )LJXUH �� LOOXVWUDWHV 

WKH JURZWK RI VXNXN RIIHULQJ YDOXHV EHWZHHQ ���� DQG ����� ZLWK D WRWDO RIIHULQJ RI 6$5 ���� ELOOLRQ� ,Q 

2007, offerings reached their highest value at SAR 13 billion. The next stage of development came after 

a study was conducted to consider creating an automated market for sukuk and bonds alongside the stock 

market. The CMA signed a contract with a specialised company to create a new sukuk and bonds market after 
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developing a plan to avoid any obstacles, especially legislative snags, and further scale the market in the 

future. 

2Q �WK -XQH ����� WKH &0$ %RDUG DSSURYHG WKH HVWDEOLVKPHQW RI WKH QHZ PDUNHW IRU VXNXN DQG ERQGV� 

which featured various automated services that could be provided by authorised persons. The services 

included listing sukuk and bonds, sending orders, executing transactions, settlement, publishing price data, 

and custody and registration.  

7KH VXNXN DQG ERQG PDUNHW RIŬFLDOO\ EHJDQ RSHUDWLQJ RQ ��WK -XQH ����� )ROORZLQJ WKH ODXQFK� WKH 6DXGL 

(OHFWULFLW\ &RPSDQ\ LVVXHG VXNXN IRU WKH VHFRQG WLPH LQ -XO\ ����1, with a value of SAR 7 billion. This brought 

WKH WRWDO VL]H RI VXNXN LVVXHG WR 6$5 �� ELOOLRQ E\ WKH HQG RI ����� $XWKRULVHG SHUVRQV WUDGHG VXNXN DQG 

bonds in the market through the same investment portfolios used for trading stocks. Trading took place from 

6DWXUGD\ WR :HGQHVGD\ IURP ����� D�P� WR ���� S�P� 2UGHUV IRU OLVWHG VXNXN DQG ERQGV ZHUH DFFHSWHG DQG 

executed during this period, and transactions were settled two business days after the execution date (T+2). 

To increase transparency for market participants, Tadawul made available information about listed Sukuk and 

bonds and their prices via its website. 

1  The Saudi Electricity Company made its first issuance of Sukuk for a value of SAR 5 billion in 2007.
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Sukuk offering values (2006-2009) in SAR billion.

32 Sukuk Offering Values (2006-2009) in SAR Billion.
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In June 2011, Tadawul launched the Sukuk/Bonds Market Index, which included all listed sukuk and bonds 

in the market and was published on the Tadawul website. This price index did not include returns. Moreover, 

it had a base date of 11th June 2011, and a base value of 1,000 points. The quantity of sukuk and bonds 

was calculated based on their nominal value, not the number of units, and the price was calculated as a 

percentage of the nominal value. 

$V WKH QHZ ŬQDQFLQJ SURGXFWV RI VXNXN DQG ERQGV ZHUH EHLQJ LQWURGXFHG LQ WKH .LQJGRP� WKH &DSLWDO 0DUNHW 

Law was amended to include regulations for special purpose entities1 involved in the issuance of these 

instruments. On 2nd July 2012, the late King Abdullah approved the addition of two sub-paragraphs to 

Article 5 of the Law2. Accordingly, the CMA became responsible for granting authorisations to special purpose 

entities as well as regulating and monitoring their operations and issuance of securities. This development 

set the stage for the CMA to authorise these entities in the next phase of the capital market development. 

15.2.3. Exchange Traded Funds (ETFs) 
([FKDQJH WUDGHG IXQGV �(7)V� ŬUVW DSSHDUHG LQ WKH ODWH ����V ZLWK WKH DFFHOHUDWLRQ RI ŬQDQFLDO LQQRYDWLRQ� 

7KH\ DUH LQYHVWPHQW IXQGV WKDW IROORZ D VSHFLŬF LQGH[ DQG FRQVLVW RI VHFXULWLHV VXFK DV VWRFNV DQG ERQGV 

that are traded on the capital market. ETFs have a lower cost of entry compared to open-end investment 

funds and can be traded at any time during trading sessions. 

7KH ŬUVW WKHRUHWLFDO PRGHO IRU DQ (7) ZDV SURSRVHG LQ ���� E\ WZR VWXGHQWV DW WKH 8QLYHUVLW\ RI &KLFDJR� 

QDPHO\ (GZDUG 5HQVKDZ DQG 3DXO )HOGVWHLQ� 7KH PRGHO GLG QRW LQLWLDOO\ JDLQ WUDFWLRQ EXW LW LQVSLUHG :HOOV 

)DUJR %DQN DQG 1DWLRQDO %DQN RI &KLFDJR WR FUHDWH WKH ŬUVW LQVWLWXWLRQDO VWRFN LQGH[ IXQG LQ ����� -RKQ 

%RJOH� WKH IRXQGHU RI 9DQJXDUG� FUHDWHG WKH ŬUVW LQGH[ IXQG IRU VPDOO LQYHVWRUV LQ ����� EXW LW ZDV PHW ZLWK 

FULWLFLVP� ZLWK VRPH GHVFULELQJ LW DV ņ%RJOHńV IROO\�Ň 7KH ŬUVW H[FKDQJH WUDGHG IXQGV �(7)V� ZHUH RIŬFLDOO\ 

ODXQFKHG LQ &DQDGD LQ ���� E\ 6WDWH 6WUHHW *OREDO $GYLVRUV LQ FROODERUDWLRQ ZLWK WKH $PHULFDQ 6WRFN 

Exchange. These ETFs tracked the performance of the S&P 500 index. ETFs have grown rapidly in popularity 

since then, with the S&P 500 ETF remaining one of the most successful and heavily traded ETFs. 

,Q ����� WKH KRXVLQJ FULVLV LQ WKH 8QLWHG 6WDWHV OHG WR VLJQLŬFDQW ORVVHV IRU LQYHVWRUV LQ UHDO HVWDWH� $V 

D UHVXOW� RIŬFLDOV UHFRJQLVHG WKH EHQHŬWV RI LQYHVWLQJ LQ LQGH[ IXQGV DV D FRVW�HIIHFWLYH VROXWLRQ ZLWK D 

1   Special purpose entities will be further described later.

2   Royal Decree M/52, Um Al-Qura newspaper, issue 4425 of 31st August 2012.
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PDQDJHDEOH OHYHO RI ULVN� :DUUHQ %XIIHW� RQH RI WKH PRVW VXFFHVVIXO LQYHVWRUV RI DOO WLPH� LQGLFDWHG WKDW 

investing in ETFs can provide attractive returns with minimal effort. ETFs have gained popularity in recent 

\HDUV� ZLWK RYHU ����� IXQGV ZRUOGZLGH DQG DVVHWV YDOXHG DW 86' ��� WULOOLRQ LQ �����  

In Saudi Arabia, the stock market was not equipped for ETFs prior to the establishment of the CMA, but since 

WKHQ WKHUH KDV EHHQ LQFUHDVHG LQWHUHVW LQ WKLV W\SH RI LQYHVWPHQW� 1HYHUWKHOHVV� WKHUH ZHUH QR VSHFLŬF 

UHJXODWLRQV IRU (7)V� ,QVWHDG� WKH\ IHOO XQGHU WKH ,QYHVWPHQW )XQGV 5HJXODWLRQV� ZKLFK ZHUH ŬUVW LVVXHG LQ 

���� DQG DPHQGHG LQ �����  

7KH UHJXODWLRQV VWDWHG WKDW LQYHVWPHQW LQ (7)V ZDV RQO\ DOORZHG LQ VHFXULWLHV OLVWHG ZLWKLQ D VSHFLŬF LQGH[ 

DQG PXVW EH SXEOLFO\ DYDLODEOH DQG UHSUHVHQW D VXLWDEOH DQG DSSURSULDWH EHQFKPDUN IRU WKH ŬHOG WKH\ FRYHU� 

ZLWK GLYHUVH DQG VXIŬFLHQW FRQVWLWXHQWV� 0RUHRYHU� WKH (7)V FRXOG RQO\ LQFOXGH VHFXULWLHV WKDW DUH WUDGHG LQ 

the market or any other capital market that meets similar standards and requirements. In the Saudi capital 

market, investment in exchange-traded funds is open to all classes, sectors, and nationalities of investors. 

/RFDOO\� )DOFRP )LQDQFLDO 6HUYLFHV ZDV WKH ŬUVW FRPSDQ\ WR ODXQFK D SDVVLYHO\ PDQDJHG (7) LQ 6DXGL $UDELD� 

called “Falcom Saudi Equity ETF Fund”, in March 2010. The ETF tracked the performance of the top 30 

companies listed on Tadawul by market capitalisation. The ETF was based on the benchmark FALCOM F30 

Index, which only included companies eligible for trading. Other ETFs were later launched, such as the Falcom 

Petrochemical ETF in July 2010 and the HSBC MSCI Tadawul 30 Saudi ETF in November 2011. 

15.2.4. Real Estate Investment Traded Funds (REITs) 
As previously mentioned, real estate investment funds gained ground in the Saudi capital market after 

replacing real estate contributions. Not long after, real estate investment traded funds (REITs) were introduced. 

REITs are companies that own and often manage income-generating properties such as residential units, 

warehouses, shopping centres, hotels, hospitals, and more. They provide a reliable source of income with 

stable returns and have become increasingly popular among investors looking to diversify their portfolios 

beyond stocks and bonds. 

7KH FUHDWLRQ RI 5(,7V FDQ EH WUDFHG EDFN WR WKH 8QLWHG 6WDWHV RQ ��WK 6HSWHPEHU ����� ZKHQ 3UHVLGHQW 
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Dwight D. Eisenhower signed legislation introducing a new way to invest in income-generating real estate. 

5(,7V HQDEOHG LQGLYLGXDO LQYHVWRUV WR RZQ VKDUHV LQ D GLYHUVLŬHG SRUWIROLR RI UHDO HVWDWH SURSHUWLHV� VLPLODU 

to how they would own shares in other companies. The goal was to make it easier for investors to buy and 

trade a diverse range of real estate assets, combining the best features of real estate and stock-based 

LQYHVWPHQWV� 7KH ŬUVW 5(,7� $PHULFDQ 5HDOW\ 7UXVW� ZDV IRXQGHG E\ 7KRPDV -� %DUUDFN� 

,Q ����� 6	3 'RZ -RQHV ,QGLFHV DQG 06&, GHYHORSHG WKH *OREDO ,QGXVWU\ &ODVVLŬFDWLRQ 6WDQGDUG� ZKLFK 

FODVVLŬHG 5(,7V DV VSHFLDOLVHG DVVHWV� ,Q ����� WKH )76( (35$ 1DUHLW *OREDO 5HDO (VWDWH ,QGH[ 6HULHV ZDV 

designed to represent the general trends in eligible real estate equities worldwide. It is a market capitalisation-

weighted index with components screened on liquidity, size, and revenue.  

,Q ����� DQG DIWHU H[DPLQLQJ LQWHUQDWLRQDO PDUNHWV DQG EHVW SUDFWLFHV� WKH &0$ LVVXHG WKH 5HDO (VWDWH 

Investment Traded Funds Instructions. These instructions aimed to regulate the offering of REITs, which have 

the primary investment objective of investing in real estate developments that generate periodic income. 

According to the instructions, the minimum amount for a fund’s establishment is SAR 500 million, with at 

least 75% of the fund’s assets being invested in income-generating real estate developments. Additionally, 

WKH LQVWUXFWLRQV PDQGDWH WKDW DW OHDVW ��� RI WKH IXQGńV QHW SURŬWV PXVW EH GLVWULEXWHG WR XQLWKROGHUV 

DQQXDOO\� 7KH ŬUVW 5(,7� QDPHG ņ5L\DG 5(,7 )XQGŇ ZDV ODXQFKHG E\ 5L\DG &DSLWDO� D VXEVLGLDU\ RI 5L\DG %DQN 

RQ �WK 1RYHPEHU ����� EHFRPLQJ WKH ŬUVW 5(,7 WR EH OLVWHG RQ WKH 6DXGL 6WRFN ([FKDQJH� 

82 The CMA Board Approves the Real Estate Investment Traded Funds Instructions. 
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   15.2.5. Derivatives Trading 
During this period, Tadawul established the Derivatives Exchange Trading and Membership rules and 

procedures, which are to be followed by members of the derivatives market and registered derivatives. These 

UXOHV DQG SURFHGXUHV ZHUH DGRSWHG E\ WKH &0$ %RDUG LQ 'HFHPEHU ���� WR UHJXODWH WKLV PDUNHW� ZKLFK ZDV 

later launched on Tadawul. 

15.3. Credit Rating Agencies 

Even though the Capital Market Law granted the CMA the power to authorise credit rating agencies, this 

practice only began in the Kingdom in 2015. Generally, credit rating agencies assess the risk of debt issued 

E\ FRPSDQLHV DQG JRYHUQPHQWV� $ KLJK FUHGLW UDWLQJ LQGLFDWHV WKDW D JRYHUQPHQW RU FRPSDQ\ LV ŬQDQFLDOO\ 

stable and can repay its debt on time, which allows it to access loans with lower interest rates. 

To explain the delay in adopting credit rating in the Saudi capital market, a brief historical review of 

this industry is needed. The credit rating industry emerged in the United States following a seven-year 

ŬQDQFLDO FULVLV WKDW EHJDQ LQ ����� 7KH FULVLV KLJKOLJKWHG WKH QHHG IRU FUHGLW UDWLQJ DJHQFLHV WR HYDOXDWH WKH 

FUHGLWZRUWKLQHVV RI PHUFKDQWV� 7KH ŬUVW FRPPHUFLDO UDWLQJ DJHQF\ DSSHDUHG LQ 1HZ <RUN LQ ����� FUHDWHG 

by Lewis Tappan. In the early 20th century, the expansion in building railway systems in the United States 

OHG WR FRPSDQLHV LVVXLQJ ERQGV WR ŬQDQFH WKH H[SDQVLRQ� 7KLV UHTXLUHG WKH HVWDEOLVKPHQW RI VSHFLDOLVHG 

DJHQFLHV WR SURYLGH LQYHVWRUV ZLWK ŬQDQFLDO LQIRUPDWLRQ DERXW WKH JURZLQJ UDLOZD\ LQGXVWU\� DQG WKH GHPDQG 

for this information, especially independent analysis of bond creditworthiness, increased. John Moody was 

WKH ŬUVW WR LVVXH FUHGLWZRUWKLQHVV LQGLFDWRUV� E\ UDWLQJ UDLOZD\ FRPSDQ\ ERQGV LQ WKH 8QLWHG 6WDWHV LQ ����� 

Since then, credit rating activity has spread, and Moody’s credit rating agency, founded by John Moody, began 

UDWLQJ WKH VRYHUHLJQ GHEWV RI DURXQG �� FRXQWULHV LQ �����  

3RRUńV 3XEOLVKLQJ� 6WDQGDUG 6WDWLVWLFV� DQG )LWFK 3XEOLVKLQJ ZHUH HVWDEOLVKHG LQ ����� ����� DQG ���� 

UHVSHFWLYHO\� ,Q ����� 6WDQGDUG 	 3RRUńV DJHQF\ ZDV IRUPHG E\ WKH PHUJHU RI 6WDQGDUG 6WDWLVWLFV DQG 3RRUńV 

3XEOLVKLQJ� 6LQFH WKHQ� WKHVH DJHQFLHV KDYH GRPLQDWHG DFFRXQWLQJ IRU PRUH WKDQ ��� RI WKH FUHGLW UDWLQJ 

market worldwide. In credit rating, various symbols are used to describe the creditworthiness of an issuer, 
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typically ranging from AAA, the highest rating, to lower ratings such as AA, A, and BBB. 

&UHGLW UDWLQJ DJHQFLHV UHFHLYHG VLJQLŬFDQW FULWLFLVP IRU WKHLU UROH LQ WKH ��������� JOREDO ŬQDQFLDO FULVLV� 

particularly in the wake of the collapse of Lehman Brothers. They were accused of failing to predict the crisis 

DQG RI DVVLJQLQJ LQFRUUHFW FUHGLW UDWLQJV WR FHUWDLQ ŬQDQFLDO SURGXFWV DQG LQVWLWXWLRQV� LQFOXGLQJ /HKPDQ 

Brothers. This led to investors buying high-risk real estate products, contributing to the development of 

D KRXVLQJ EXEEOH WKDW XOWLPDWHO\ EXUVW LQ WKH VXPPHU RI ����� FDXVLQJ ZLGHVSUHDG ŬQDQFLDO GHYDVWDWLRQ� 

The collapse of Lehman Brothers, just two days after it received an AAA rating, “the highest level of 

creditworthiness”, prompted the US Securities and Exchange Commission (SEC) to conduct a comprehensive 

review of these false evaluations and to pass legislation to increase transparency and disclosure for credit 

rating agencies.  

Moreover, many international organisations, such as the G20 and the European Parliament, have called for 

stricter regulations and increased transparency for these agencies. Organisations such as the Organization 

for Economic Co-operation and Development (OECD) and the Financial Stability Board (FSB) have also issued 

recommendations for improved disclosure in the work of credit rating agencies. As a result, these agencies 

have strengthened the criteria for credit rating. At the time, some of these agencies operating outside of 

6DXGL $UDELD ZRXOG UDWH 6DXGL FRPSDQLHV WKURXJK RIŬFHV LQ 'XEDL DQG /RQGRQ� ZLWKRXW DQ\ RYHUVLJKW RU 

adherence to Saudi standards. 

Not long after, the CMA began drafting regulations for credit rating agencies, taking into account the 

recommendations of international organisations and focusing on the principles of transparency and 

GLVFORVXUH� +RZHYHU� WKH UHTXLUHPHQWV RXWOLQHG LQ WKH GUDIW UHJXODWLRQV ZHUH GLIŬFXOW WR PHHW� FDXVLQJ WKH 

DJHQFLHV WR KHVLWDWH WR RSHQ RIŬFHV LQ 6DXGL $UDELD� 7KH PDUNHW VL]H ZDV VWLOO VPDOO DQG WKH UHTXLUHPHQWV IRU 

RSHQLQJ RIŬFHV ZHUH GHPDQGLQJ� VR LW ZDV EHWWHU IRU WKHP WR FRQWLQXH RSHUDWLQJ DEURDG� 7KLV SURPSWHG WKH 

CMA to delay the release of the regulations for two years, and to continue to obtain feedback from agencies 

and review the requirements to make them more feasible. 

On 10th November 2014, the CMA Board issued and adopted the Credit Rating Agencies Regulations, 

which stipulated that foreign credit rating agencies must establish a branch in the Kingdom, with a paid-
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up capital of at least SAR 2 million or three months’ working capital (whichever is higher). The regulations 

were implemented in September 2015, in line with the CMA’s Prudential Rules, which addressed the use of 

credit ratings to determine the risk weight of certain assets for the purpose of calculating minimum capital 

requirements for authorised persons. 

In July 2015, the CMA granted three agencies, Standard & Poor’s, Moody’s, and Fitch Australia, authorisations 

to operate in the country. 

However, as these foreign agencies monopolised the market, there was a desire to establish a local agency. 

,Q ����� 6,0$+ EHFDPH WKH FRXQWU\ńV ŬUVW QDWLRQDO FUHGLW UDWLQJ DJHQF\�

15.4. Opening the Market to Foreign Investment 

7KH MRXUQH\ RI IRUHLJQ LQYHVWPHQW LQ WKH 6DXGL FDSLWDO PDUNHW SURJUHVVHG LQ VHYHUDO VWDJHV� 6WDUWLQJ LQ ����� 

citizens of Gulf Cooperation Council (GCC) countries were allowed to own shares in companies, followed by 

DOORZLQJ IRUHLJQ LQYHVWPHQW LQ ORFDO VWRFNV WKURXJK LQYHVWPHQW IXQGV LQ ����� $IWHU LWV HVWDEOLVKPHQW� WKH 

CMA aimed to further open up the market to foreign investment in a phased approach. The CMA’s vision was 

to ensure a successful and fruitful experience for foreign investors by completing the necessary regulatory 

framework. The CMA also conducted a study of international institutions on how to open the market to 

IRUHLJQ LQYHVWPHQW LQ D SKDVHG PDQQHU� WR DYRLG WKH QHJDWLYH LPSDFW RI D VXGGHQ LQŭX[ RI ņKRW PRQH\Ň DQG 

to prevent speculative or adventurous investors from quickly withdrawing their money and damaging the 

market. 

83 The CMA Board’s Decision to Approve the Credit Rating Agencies Regulations. 

,Q 0DUFK ����� IRUHLJQ 

residents were allowed 

to directly trade shares 

in the Saudi stock 

market, marking a step 

towards encouraging 

foreign investment 

and stimulating the 

national economy. 
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15.4.1. GCC Investors 
2Q �WK $XJXVW ����� WKH &0$ %RDUG LVVXHG D GHFLVLRQ RQ UHJXODWLQJ WKH WUDGLQJ RI 7DGDZXO�OLVWHG VKDUHV E\ 

GCC institutional investors, such as government investment institutions, authorised securities investment 

companies, pension funds, and investment funds. This was part of a broader initiative to increase integration 

between the capital markets of GCC member countries. Additionally, this was a step towards further opening 

XS WKH PDUNHW WR IRUHLJQ LQYHVWPHQW� 2Q �WK 'HFHPEHU ����� WKH &RXQFLO RI 0LQLVWHUV JUDQWHG WKH &0$ WKH 

power to make necessary arrangements that would allow GCC citizens to invest directly in companies listed 

on the Saudi Stock Exchange, in accordance with a previously issued resolution by the Supreme Council of 

84 The Council of Ministers' Resolution to approve Equal Opportunities for GCC Citizens in Investing 
in the Saudi Stock Exchange.

the GCC (Document 84). 

On 24th September 2007, the 

CMA Board announced that GCC 

citizens would be treated in the 

same manner as Saudi citizens 

in terms of owning and trading 

shares listed on the Saudi Stock 

Exchange. However, despite 

previous steps taken to open up 

the market to foreign and GCC 

investors, the attractiveness 

of the Saudi capital market as 

an investment destination was 

limited for these investors. As 

such, the next step was to open 

the market to non-resident foreign 

investors.

15.4.2. Swap Agreements 
In 2008, a group of banks approached the CMA with the proposal of issuing securities that were linked to 

shares in the market but did not involve a change in ownership of the shares. This was based on the idea 

RI WUDQVIHUULQJ WKH HFRQRPLF EHQHŬWV RI 6DXGL VKDUHV WR QRQ�6DXGL QRQ�UHVLGHQW LQYHVWRUV� ZKR ZHUH QRW 
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previously allowed to invest in the market. As a result, the CMA formed a team to develop instructions for 

stock swap agreements. On 20th August 2008, the CMA approved stock swaps for foreign non-resident 

LQGLYLGXDOV RU ŬQDQFLDO LQVWLWXWLRQV� 

7KH LQVWUXFWLRQV GHŬQHG VWRFN VZDS DJUHHPHQWV DV D W\SH RI ŬQDQFLDO GHULYDWLYH LQ ZKLFK WZR SDUWLHV 

DJUHH WR H[FKDQJH FDVK ŭRZV EDVHG RQ D VSHFLŬHG DVVHW� VXFK DV VWRFNV RI D VSHFLŬF FRPSDQ\� IRU D FHUWDLQ 

SHULRG RI WLPH� 7KH FDVK ŭRZV PD\ EH EDVHG RQ WKH SHUIRUPDQFH RI VWRFN� ERQGV� RU RWKHU VHFXULWLHV� 7KHVH 

DJUHHPHQWV DOORZ IRUHLJQ LQYHVWRUV WR JDLQ WKH HFRQRPLF EHQHŬWV RI RZQLQJ WKH VWRFN RI VSHFLŬF FRPSDQLHV 

for a certain period of time, without actually owning the stock. In return, brokerage companies receive a 

ŬQDQFLDO FRPSHQVDWLRQ IURP WKH IRUHLJQ LQYHVWRU� DV SHU WKH WHUPV RI WKH VWRFN VZDS DJUHHPHQW� 

The adoption of stock swap agreements was positive. From the time the decision was made on 20th August 

2008 to the end of 2015, there were a total of 43 such agreements. Allowing these agreements was a 

practical test of the practices of foreign investors in the Saudi market. As a result, foreign investors were able 

to get to know the Saudi capital market closely and their behaviour was understood in light of different local, 

UHJLRQDO� DQG JOREDO ŬQDQFLDO HYHQWV� ZKLFK DOVR KHOSHG DVVHVV WKHLU LPSDFW RQ WKH PDUNHW� 

As many international institutions showed interest in investing in the Saudi capital market, the International 

Swaps and Derivatives Association (ISDA) swap agreements were concluded between operating branches 

in Riyadh and parent companies abroad. ISDA swap agreements are a type of derivative that comply with 

international standards and are recognised by ISDA. Moreover, these agreements have certain restrictions, 

such as a maximum investment limit of USD 300 million, thus there was a cap on the amount of money that 

could enter the Saudi capital market. Despite these limitations, the experience was positive in general. 

15.4.3. Qualified Foreign Financial Institutions 
Saudi Arabia’s GDP growth rate was promising at 3.5% at the end of 2014, and as 2015 rolled in, the Saudi 

economy continued its positive trajectory. 

The country also had a good credit rating according to international agencies. On 21st July 2014, the Council 

RI 0LQLVWHUV DXWKRULVHG WKH &0$� DW LWV RZQ GLVFUHWLRQ� WR DOORZ IRUHLJQ ŬQDQFLDO LQVWLWXWLRQV WR LQYHVW LQ OLVWHG 
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85 The Council of Ministers’ Resolution to Authorise the CMA to Allow Foreign Financial Institutions 
to Invest in Listed Securities. 

securities (Document 85). 

In response to the Council of 

Ministers’ Decision, the CMA Board 

approved opening the market 

WR IRUHLJQ ŬQDQFLDO LQVWLWXWLRQV 

to buy and sell listed shares in 

the Saudi capital market on 4th 

May 2015. As a result, the Rules 

IRU 4XDOLŬHG )RUHLJQ )LQDQFLDO 

Institutions Investment in Listed 

Securities were issued, allowing eligible foreign institutions to purchase listed shares directly starting from 

PLG�-XQH ���� �'RFXPHQW ���� ZKHUHDV SUHYLRXVO\ WKH\ FRXOG RQO\ LQYHVW WKURXJK ņVZDS DJUHHPHQWVŇ� 

86 The Approval of the Rules for Qualified Foreign Financial Institutions Investment in Listed 
Securities. 

His Excellency Mohammed 

Abdullah Al-Jadaan, Chairman of 

CMA at the time, soon issued a 

statement that Saudi Arabia was 

the last of the major economies 

to allow foreign investors to have 

direct access to the capital market, 

and that with this decision, Saudi 

Arabia had become part of the 

global market. 

As the move towards market liberalisation happened over several stages, the CMA Board passed a decision 

RQ �WK $XJXVW ���� WR DGRSW WKH 8SGDWHG 5XOHV IRU 4XDOLŬHG )RUHLJQ )LQDQFLDO ,QVWLWXWLRQV ,QYHVWPHQW LQ 

/LVWHG 6HFXULWLHV� �'RFXPHQW ���� HIIHFWLYH IURP �WK 6HSWHPEHU ����� 
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87 The Approval of the Updated Rules for Qualified Foreign Financial Institutions Investment in Listed Securities. 

The updated rules included a decrease in the minimum required value of assets managed, from SAR 18.75 

ELOOLRQ WR 6$5 ���� ELOOLRQ RU PRUH� DQG DQ H[SDQVLRQ LQ WKH FDWHJRULHV RI TXDOLŬHG IRUHLJQ ŬQDQFLDO LQVWLWXWLRQV 

to include government funds, university endowments, and other entities approved by the CMA. Furthermore, 

HDFK TXDOLŬHG ŬQDQFLDO LQVWLWXWLRQ ZDV DOORZHG WR RZQ D JUHDWHU SURSRUWLRQ RI VKDUHV� SURYLGHG WKDW WKH\ GLG 

not exceed 10% or more of the shares of any issuer.  

15.5. Investor Protection and Education 

15.5.1. Investor Education 
'XULQJ WKH ���� VWRFN PDUNHW FULVLV� PDQ\ LQYHVWRUV VXIIHUHG ORVVHV DQG ZLWKGUHZ IURP WKH PDUNHW� SDUWO\ 

due to the lack of an effective mechanism for addressing complaints. In 2007, the CMA developed an 

automated system for tracking complaints and. in 2008, it released a booklet to educate investors on their 

ULJKWV DQG WKH SURSHU SURFHVV IRU ŬOLQJ FRPSODLQWV� 7KH ERRNOHW� HQWLWOHG ņ+RZ WR )LOH D &RPSODLQWŇ� RXWOLQHG 
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steps and procedures as well as necessary conditions for completing complaint documents and the methods 

IRU VXEPLWWLQJ WKHP� 7KH ERRNOHW DOVR LQFOXGHG RIŬFLDO FRPSODLQW IRUPV IRU LQYHVWRUV WR XVH DV D UHIHUHQFH� 

As part of its initiative to protect investors, the CMA developed a call centre system, which was launched in 

2012. The system was directly linked to the CMA’s investor complaints department to ensure that inquiries 

and complaints from the public were received and that an excellent service was provided to them. 

15.5.2. Educating Market Participants 
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32 Children hold an issue of The Smart Investor magazine which CMA pub-
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The capital market encountered 

VLJQLŬFDQW FKDOOHQJHV GXH WR D ODFN RI 

investment knowledge and awareness. 

This was highlighted during the stock 

market crash. To address this issue, 

WKH &0$ VWDUWHG ZRUNLQJ LQ ���� 

to educate market participants by 

providing educational materials, such 

as brochures and publications. These 

materials covered topics such as the 

basics of investment, the role and 

objectives of the CMA, and strategies 

for protecting the rights of investors. 

The CMA made these materials 

available in both printed and electronic 

forms on their website and in trading 

halls throughout the Kingdom. 

These efforts by the CMA aimed to 

provide investors with the necessary 

knowledge to make informed and 

diligent investment decisions. 
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Since its establishment, the CMA has been launched various educational campaigns throughout the Kingdom 

to raise awareness among investors. These campaigns include workshops, and other forms of interactions. 

One of the educational programmes that the CMA launched is the community-based “Smart Investor” 

SURJUDPPH� 7KH JRDO RI WKLV SURJUDPPH LV WR SURPRWH KHDOWK\ ŬQDQFLDO WUDQVDFWLRQV� SDUWLFXODUO\ DPRQJ 

FKLOGUHQ DQG \RXWK DJHG ����� LQFOXGLQJ SULPDU\ DQG VHFRQGDU\ VFKRRO VWXGHQWV� ZLWK WKH DLP RI EXLOGLQJ D 

ŬQDQFLDOO\�VDYY\ JHQHUDWLRQ�  

As a result of this programme, the Child and Youth Finance International (CYFI) awarded the CMA as the best 

LQVWLWXWH RIIHULQJ \RXWK ŬQDQFLDO DZDUHQHVV LQ WKH 0LGGOH (DVW DQG 1RUWK $IULFD �0(1$� LQ ���� DQG ����� 

7KH &0$ńV SURJUDPPHV UDQNHG DPRQJ WKH EHVW ŬYH FRXQWULHV ZRUOGZLGH SURYLGLQJ DZDUHQHVV SURJUDPPHV� 

0RUHRYHU� WKH &0$ VWDUWHG SURYLGLQJ WUDLQLQJ FRXUVHV IRU ŬQDQFH DQG EXVLQHVV MRXUQDOLVWV DQG PHGLD 

SURIHVVLRQDOV LQ ����� 7KH JRDO ZDV WR HQVXUH WKDW WKH\ KDYH WKH EDVLF LQIRUPDWLRQ DERXW FDSLWDO PDUNHWV 

DQG WKDW WKH\ GHYHORS WKHLU ŬQDQFLDO DQDO\VLV VNLOOV� ,W DOVR VRXJKW WR NHHS WKHP LQIRUPHG DERXW ORFDO DQG 

JOREDO ŬQDQFLDO GHYHORSPHQWV� ZKLFK ZRXOG SRVLWLYHO\ LPSDFW KRZ WKH\ SHUIRUP WKHLU UROH� HVSHFLDOO\ DV VRPH 

media outlets were found to have exacerbated the crisis by providing misleading information to investors. 

15.6. Developing the Skills of Capital Market Participants 

Since its early days, the CMA has been working on developing the skills and capacities of those employed in 

WKH ŬQDQFLDO VHFWRU�  

7R GR VR� LW GUHZ RQ WKH H[SHULHQFHV RI 6$0$ńV %DQNLQJ ,QVWLWXWH� ZKLFK ODXQFKHG WKH ŬUVW FHUWLŬFDWLRQ IRU 

UDLVLQJ SURIHVVLRQDO VWDQGDUGV IRU LQYHVWPHQW SURIHVVLRQDOV� FDOOHG ņWKH ,QYHVWPHQW )XQGDPHQWDOV &HUWLŬFDWHŇ� 

7KH &0$ GHYHORSHG WKLV FHUWLŬFDWH DQG D VHULHV RI FDSLWDO PDUNHW FHUWLŬFDWHV� VXSSRUWLQJ WKH GHYHORSPHQW RI 

HPSOR\HHV RI DXWKRULVHG SHUVRQV� GLUHFWO\ EHQHŬWLQJ WKH VHFWRU DQG WKH 6DXGL HFRQRP\ LQ JHQHUDO� 

Chapter 15 | Market Deepening and 
Diversification (2007-2016) 

Phase Three / Part 4



���

Market Story

Documentation of the Saudi Capital Market History

15.6.1. Qualification Certificates 
The CMA places a strong emphasis on ensuring that employees working in the capital market possess the 

QHFHVVDU\ TXDOLŬFDWLRQV DQG VNLOOV WR SHUIRUP WKHLU GXWLHV HIIHFWLYHO\� 7R WKLV HQG� WKH &0$ HVWDEOLVKHG 

PDQGDWRU\ FHUWLŬFDWLRQ H[DPV IRU WKRVH VHHNLQJ HPSOR\PHQW ZLWK DXWKRULVHG SHUVRQV�  7KH &0$ UHTXLUHV 

individuals interested in certain jobs, as outlined in Part Four of the Authorised Persons Regulations, to 

SDVV WKH *HQHUDO 6HFXULWLHV 4XDOLŬFDWLRQ ([DPLQDWLRQ �&0(���� ZKLFK FRYHUV VHFXULWLHV UXOHV� UHJXODWLRQV� 

and operations. 

On 2nd March 2008, the CMA instructed authorised persons to promptly register their employees who carry 

out registerable functions and to include them in the list of candidates for passing the General Securities 

4XDOLŬFDWLRQ ([DPLQDWLRQ E\ FRRUGLQDWLQJ ZLWK 6$0$ńV %DQNLQJ ,QVWLWXWH�  

,Q -DQXDU\ ����� WKH &0$ LQWURGXFHG D VHULHV RI TXDOLŬFDWLRQ H[DPLQDWLRQV� ZKLFK ZHUH EDVHG RQ WKH EHVW 

international and professional standards, related to topics such as compliance, anti-money laundering 

DQG FRXQWHU�WHUURULVP ŬQDQFLQJ� VWRFNEURNLQJ� DVVHW PDQDJHPHQW� DQG DVVHW DQG SRUWIROLR PDQDJHPHQW� 

0RUHRYHU� WKH &0$ HVWDEOLVKHG LWV RZQ FHQWUH WR DGPLQLVWHU WKHVH H[DPLQDWLRQV DQG TXDOLŬFDWLRQV�  
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15.6.2. Graduates Development Programme 
The CMA initiated the Graduates Development Programme (GDP) to create job opportunities for Saudi 

JUDGXDWHV LQ WKH ŬQDQFLDO VHFWRU DQG ERRVW WKH UHSUHVHQWDWLRQ RI 6DXGL QDWLRQDOV LQ WKH LQGXVWU\� 7KH 

SURJUDPPH EHJDQ LQ ���� DQG LQLWLDOO\ IRFXVHG RQ WUDLQLQJ DQG TXDOLI\LQJ KLJK�DFKLHYLQJ UHFHQW EDFKHORUńV 

graduates with specialised knowledge and skills to work with the CMA and within the capital market. The 

SURJUDPPH ZDV LQWURGXFHG WR PHHW WKH QHHGV RI WKH FDSLWDO PDUNHW IRU TXDOLŬHG KXPDQ UHVRXUFHV DQG 

support its growth. It involves comprehensive training on legal and technical aspects of the capital market, 

including on-the-job training for authorised persons. 

The programme has certain requirements that applicants must meet, namely: being fully available; being a 

Saudi national; obtaining a bachelor's degree, master's degree or higher; having a diploma that is recognised 

by the Ministry of Education; having a good academic record; and being under 27 years old if the applicant 

holds a bachelor’s degree and 30 years old if they hold a master’s degree. Additionally, the programme 

LQFOXGHV SHUVRQDO LQWHUYLHZV DQG UHTXLUHV D PLQLPXP ,(/76 VFRUH RI � RU HTXLYDOHQW ODQJXDJH SURŬFLHQF\ 

test results. 

In addition to meeting the previously mentioned requirements, applicants must also present their “General 

Aptitude Test” or “Post-Graduate General Aptitude Test” results accredited by the National Centre for 

Measurement, as well as write a brief summary about their goals and aspirations for joining the programme. 

7KH &0$ SURYLGHV ŬQDQFLDO FRPSHQVDWLRQ GXULQJ WKH WUDLQLQJ SURJUDPPH� ZLWK D PRQWKO\ VDODU\ UDQJH RI 

6$5 ����� WR ������ � GHSHQGLQJ RQ WKH DSSOLFDQWńV HGXFDWLRQDO OHYHO� 2WKHU EHQHŬWV LQFOXGH D SDLG DQQXDO 

leave of 21 days, social security, and medical insurance during the training period. Upon completion of the 

programme, a graduation ceremony is held for the trainees. 
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33 The Graduation Ceremony of the Fifth Cohort of the Graduate Development Programme.
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Chapter 16: Towards Capital Market Development

From the beginning of this phase in early 2007 until 2014, the Saudi capital market witnessed several 

UHJXODWRU\ LPSURYHPHQWV DFFRPSDQLHG E\ JURZWK DQG SURGXFW GLYHUVLŬFDWLRQ� 7R PDLQWDLQ WKHVH JDLQV 

and plan for future goals, the CMA introduced a market development strategy in 2015. One year later, the 

ambitious Saudi Vision 2030 was announced to mark the beginning of several programmes and initiatives, 

including the Financial Sector Development Programme (FSDP), which includes the Financial Leadership 

Programme (FLP) for the capital market. 

16.1. Strategic Plan 2015-2019 

,Q 'HFHPEHU ����� WKH &0$ %RDUG DSSURYHG WKH 6WUDWHJLF 3ODQ IRU ���������� ZKLFK FRPSULVHG IRXU WKHPHV 

FRYHULQJ �� REMHFWLYHV� WR EH DFKLHYHG WKURXJK �� LQLWLDWLYHV �)LJXUH ���� 

33 Themes of the Strategic Plan 2015-2019.
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In 2015, the plan was reviewed by the Council of Economic and Development Affairs (CEDA), which approved 

its overall direction, objectives, and vision. An additional strategic objective of Deepening the Capital Market 

was added, as well as several strategic initiatives related to enhancing transparency and governance and 

LQFUHDVLQJ FRPPXQLFDWLRQ ZLWK LQYHVWRUV� $V D UHVXOW� WKH SODQ KDG D WRWDO RI �� REMHFWLYHV DQG �� LQLWLDWLYHV� 

'XULQJ WKH \HDUV ���� DQG ����� �� LQLWLDWLYHV ZHUH LPSOHPHQWHG� DQG WKH SODQ ZDV ODWHU XSGDWHG WR DOLJQ 

with the Saudi Vision 2030. 

16.2. Saudi Vision 2030 

,Q ����� +LV 5R\DO +LJKQHVV 3ULQFH 0RKDPPHG ELQ 6DOPDQ ELQ $EGXOD]L]� &URZQ 3ULQFH� 3ULPH 0LQLVWHU� 

and Chairman of the Council of Economic and Development Affairs announced Saudi Arabia’s vision for the 

IXWXUH� D YLVLRQ WKDW H[SUHVVHV WKH FRXQWU\ńV ORQJ�WHUP JRDOV DQG H[SHFWDWLRQV DQG UHŭHFWV LWV VWUHQJWKV DQG 

capabilities. Saudi Vision 2030 is based on three 

SLOODUV� D YLEUDQW VRFLHW\ ZLWK VWURQJ URRWV� IXOŬOOLQJ 

lives, and strong foundations;   a thriving economy 

with rewarding opportunities, investing for the 

long-term, open for business, and leveraging its 

unique position; and an ambitious nation that is 

effectively governed and responsibly enabled. 

Saudi Vision 2030 includes a wide range of 

economic, social, and development programmes 

aimed at preparing Saudi Arabia for a post-oil 

era. The Vision was endorsed by the Council of 

88 News of the Council of Ministers’ Endorsement of Vision 2030. 
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16.3. Financial Sector Development Programme (FSDP) 

In April 2017, CEDA launched several Vision Realisation Programmes (VRP). The most prominent of these 

SURJUDPPHV LV WKH )LQDQFLDO 6HFWRU 'HYHORSPHQW 3URJUDPPH �)6'3�� ZKLFK DLPV WR FUHDWH D GLYHUVLŬHG DQG 



���

Market Story

Documentation of the Saudi Capital Market History

HIIHFWLYH ŬQDQFLDO VHUYLFHV VHFWRU WR VXSSRUW WKH GHYHORSPHQW RI WKH QDWLRQDO HFRQRP\� GLYHUVLI\ LWV VRXUFHV 

RI LQFRPH� DQG VWLPXODWH VDYLQJV� ŬQDQFH� DQG LQYHVWPHQW� 7KH )6'3 ZLOO DFKLHYH WKLV E\ HQDEOLQJ ŬQDQFLDO 

institutions to support private sector growth, ensuring the formation of an advanced capital market, and 

SURPRWLQJ DQG HQDEOLQJ ŬQDQFLDO SODQQLQJ� ZLWKRXW LPSHGLQJ WKH VWUDWHJLF REMHFWLYHV LQWHQGHG WR PDLQWDLQ 

WKH ŬQDQFLDO VHUYLFHV VHFWRUńV VWDELOLW\� ,Q VKRUW� WKH VWUDWHJLF SLOODUV RI WKH )6'3 DUH� �� HQDEOLQJ ŬQDQFLDO 

institutions to support private sector growth 2) ensuring the formation of an advanced capital market, and 

�� SURPRWLQJ DQG HQDEOLQJ ŬQDQFLDO SODQQLQJ� 

CEDA directed the Ministry of Finance to establish the FSDP in cooperation with competent agencies in the 

sector, most notably the CMA and SAMA. Soon after, both entities began developing a detailed action plan, 

objectives, initiatives, timelines, and measures to address challenges and risks. Moreover, the CMA played a 

key role in setting the objectives of the FSDP—especially in relation to forming an advanced capital market—

by drawing on its experience in developing its own strategies and initiatives.  

Furthermore, the second strategic pillar of forming an advanced capital market comprises four objectives 

�)LJXUH ���� 7KH ŬUVW LV HQKDQFLQJ WKH UROH RI WKH ŬQDQFLDO PDUNHW LQ SURYLGLQJ ŬQDQFLQJ VRXUFHV IRU WKH 

national economy to diversify sources of funding for the government and private sector by further growing 

and deepening liquidity of the equity and debt capital markets, as well as encouraging the planned 

privatisation of state-owned entities through IPOs on the Saudi Stock Exchange. 

7KH VHFRQG REMHFWLYH LV RIIHULQJ DQ HIŬFLHQW SODWIRUP WR HQFRXUDJH LQYHVWPHQW DQG GLYHUVLI\ WKH LQYHVWRU 

base by promoting institutional investment, attracting foreign investors to bring capital into the economy, and 

establishing co-trading linkage with developed markets, which could provide foreign investors with access 

to the Saudi capital market. The third objective is providing a safe and transparent infrastructure as well as 

PDLQWDLQLQJ ŬQDQFLDO PDUNHW VWDELOLW\ E\ IXUWKHU GLJLWLVLQJ WKH SURFHVV RI RSHQLQJ LQYHVWPHQW DFFRXQWV WR 

enhance the investor experience, while improving security informatics to ensure infrastructure stability and 

VDIHW\� /DVWO\� WKH IRXUWK REMHFWLYH LV FDSDFLW\�EXLOGLQJ IRU PDUNHW SDUWLFLSDQWV E\ HVWDEOLVKLQJ D ŬQDQFLDO 

sector academy covering all sub-sectors to improve local skills and capabilities, as well as considering the 

HVWDEOLVKPHQW RI D UHJXODWRU\ HQWLW\ WR VXSHUYLVH WKH DXGLW RIŬFHV RI OLVWHG FRPSDQLHV WR HQVXUH FRPSOLDQFH 

with the highest standards of disclosures and transparency. 
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34 Objectives of Developing an Advanced Financial Market according to the FSDP. 

16.4. FLP  

7KH &0$ ODXQFKHG D VWUDWHJLF SODQ IRU WKH FDSLWDO PDUNHW FDOOHG WKH )LQDQFLDO /HDGHUVKLS 3URJUDPPH �����

2021 as an initiative of Vision 2030’s Financial Sector Development Programme (FSDP). The Programme 

aims to make the Saudi capital market the leading market in the Middle East for funding and investment 

seekers by attracting foreign investors, either through the primary market or direct trading, and increasing 

the rate of foreign investment in market capitalisation to over 15%. Furthermore, the programme aspires 

WR HQKDQFH PDUNHW GHSWK DQG DWWUDFW PRUH VWDUW�XSV WKURXJK D SDUDOOHO PDUNHW ZLWK D VLJQLŬFDQW QXPEHU RI 

FRPSDQLHV DQG DQ HIŬFLHQW SULPDU\ PDUNHW ZLWK DQ HIŬFLHQW OLVWLQJ SURFHVV� ZLWK WKH JRDO RI LQFUHDVLQJ WKH 

number of listed companies in the primary and parallel market to 250 by 2021. 

The programme aspires to include the Saudi market as part of international indices of emerging markets in 

order to increase liquidity rates and meet the objectives of capital market participants. The programme seeks 
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35 Themes of the Financial Leadership Programme. 

to increase the volume of funds invested through managed channels, increasing the value of managed assets 

WR 6$5 ��� ELOOLRQ� HLWKHU YLD IXQGV� SRUWIROLRV� RU RWKHU LQQRYDWLYH ŬQDQFLDO LQVWUXPHQWV LQFOXGLQJ SULYDWH 

HTXLW\ IXQGV� YHQWXUH FDSLWDO� DQG ŬQWHFK� ,Q DGGLWLRQ� WDUJHWHG LQLWLDWLYHV ZHUH GHYHORSHG WR IRVWHU LQYHVWRU 

FRQŬGHQFH LQ WKH FDSLWDO PDUNHW E\ UHGXFLQJ YRODWLOLW\� HQKDQFLQJ VWDELOLW\� SURWHFWLQJ DQG FRPSHQVDWLQJ 

victims of unlawful or unjust actions, and imposing deterrent penalties on Capital Market Law violators. 

)/3 LV EDVHG RQ IRXU WKHPHV DQG LQFOXGHV �� VWUDWHJLF REMHFWLYHV WR EH DFKLHYHG WKURXJK ��� LQLWLDWLYHV 

(Figure 35). 
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To achieve the objectives, the CMA developed a governance framework with a clear methodology to measure 

performance and evaluate progress. The governance framework is based on several assumptions which could 

contribute to realising the aspired goals.  

8QOLNH WKH 6WUDWHJLF 3ODQ RI ����� ZKLFK UHOLHG RQ DFFXPXODWHG H[SHUWLVH LQ IROORZLQJ ŬYH�\HDU GHYHORSPHQW 

plans and carrying out the responsibilities assigned under the Capital Market Law, the Financial Leadership 

Programme is based on the nationwide Vision 2030. Additionally, FLP is part of interrelated initiatives in 

which other entities are involved, such as the Ministry of Commerce, SAMA, and the Ministries of Finance and 

Housing. The CMA is working directly on some of these initiatives, and indirectly with other entities and the 

work goes smoothly and in harmony with the said entities.   

In conclusion, the current focus has expanded beyond the capital market and its participants to include the 

development of the private sector to boost its contribution to GDP, which involves creating a more advanced 

capital market that encompasses all capital market pillars comprising stock market, sukuk and bonds market 

and participating institutions in the market. 
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Chapter 17: Legislative and Regulatory 
Developments  

The Saudi capital market has faced many challenges and overcame many obstacles in the past, achieving a 

good level of regulation and control. Based on the objectives of Saudi Vision 2030, the market is preparing 

for the future, focusing on legislative and regulatory development, which includes amending the legislative 

framework of the market, developing market sectors and trading, settlement, and clearing systems, and 

modifying rules related to authorised persons and auditors. 

17.1. Amending the Capital Market Law 

The Capital Market Law has been in place since 2003 without any major changes. However, a minor 

amendment was made in 2012, which assigned the CMA the task of granting authorisations for special 

purpose entities. In line with the passing of the Law of Commercial Pledge, which excluded traded securities 

from being subject to its provisions, a limited amendment to the Capital Market Law was made  on 23rd April 

2018 to assign the CMA the responsibility of regulating pledged securities. As a result, a sub-paragraph 

QXPEHUHG � ZDV DGGHG WR SDUDJUDSK $ RI $UWLFOH �� ZKLFK DGGUHVVHV WKH &0$ńV UHVSRQVLELOLWLHV� 7KH DGGHG 

sub-paragraph stipulates "Regulating the pledge of securities and its enforcement". 

In light of Saudi Vision 2030 and the launch of the Financial Leadership Programme (FLP), it was necessary 

to amend the Capital Market Law to enhance the CMA’s role in protecting investors and promoting the 

development of capital market institutions. In doing so, international best practices and regulations were 

taken into consideration, including the recommendations made by the IMF’s Financial Sector Assessment 

Programme in 2011. Moreover, the CMA strove to increase compliance with international standards set by 

the International Organization of Securities Commissions (IOSCO) and took into consideration the views of 

market participants before amendments were proposed. 

,Q ����� IROORZLQJ WKH DQQRXQFHPHQW RI 6DXGL 9LVLRQ ����� ZRUN EHJDQ RQ SURSRVLQJ DPHQGPHQWV WR WKH 

Capital Market Law.  
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The Law amendment process included identifying obstacles and challenges and seeking feedback from 

relevant authorities such as Committees for the Resolution of Securities Disputes, Tadawul, and the Securities 

'HSRVLWRU\ &HQWUH� $ ŬQDO GUDIW RI WKH SURSRVHG DPHQGPHQWV WR WKH &DSLWDO 0DUNHW /DZ ZDV SUHSDUHG DQG 

presented to CEDA. After consideration of CEDA’s comments, the draft amendments were published for public 

consultation before being presented to King Salman - the custodian of the two holy mosques -. The proposed 

DPHQGPHQWV ZHUH LQWHQGHG WR EHQHŬW LQYHVWRUV� LVVXHUV� DXWKRULVHG SHUVRQV� DQG IRUHLJQ LQYHVWRUV� )LJXUH 

�� LOOXVWUDWHV WKH PDLQ DVSHFWV WKDW ZHUH LQWHQGHG WR EH DGGUHVVHG E\ WKH DPHQGPHQWV� 

36 Main Aspects to be Addressed by the Amendments to the Capital Market Law. 
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The draft included 25 amendments, which were reviewed and approved by competent authorities, followed 

E\ &('$ńV UHFRPPHQGDWLRQ ��������' WR DGRSW WKHP RQ ��WK 0D\ ����� 7KH 6KXUD &RXQFLO� RQ ��WK -XQH 

����� DSSURYHG WKH GUDIW DPHQGPHQWVłGXULQJ LWV ��WK RUGLQDU\ VHVVLRQ RI WKH WKLUG \HDU RI WKH VHYHQWK 

term—after reviewing the report of the Council’s Financial and Economic Affairs Committee. The draft was 

WKHQ SUHVHQWHG WR WKH 5R\DO &RXUW� 2Q ��WK 6HSWHPEHU ����� WKH &RXQFLO RI 0LQLVWHUV DSSURYHG WKH GUDIW 

amendments during a session chaired by King Salman Bin Abdulaziz, followed by a Royal Decree approving 

the adoption of the amended Capital Market Law1 �'RFXPHQW ���� 

The amendments made changes to the titles of certain chapters of the law, including renaming Chapter 

3 from "The Capital Market" to "The Exchange, the Depository Centre, and the Clearing Centre," Chapter 

4 to "The Committee for the Resolution of Securities Disputes (CRSD) and the Appeal Committee for the 

1 Royal Decree M/16 issued on 18th September 2019, which was published in Um Al-Qura newspaper in issue No. 479, stipulated amending the 
Capital Market Law which was issued by Royal Decree M/30 on 3rd July 2003. This included amending the titles of certain sections, amending the 
definition of "The Exchange” and “The Depository Centre" in Article 1, amending sub-paragraphs 14,9,8 and adding sub-paragraphs 22,21,20 to 
paragraph A of Article 6, adding sub-paragraph 6 to paragraph B of Article 13, amending Article 20, adding Article 20 Bis, amending Articles 21, 22, 
23, 25, 27, 28, 29, 30, 31, 33, 34, 35, amending paragraph E of Article 55, and amending Articles 58, 59, 60, 61, 62, 63, 64.

89 Announcing the Amendment of the Capital Market Law. 
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Resolution of Securities Disputes (ACRSD)", and Chapter 5 from "Regulation of Broker" to "Brokers and 

Members Regulation". The titles of the remaining chapters remained unchanged. Figure 37 highlights the 

main amendments to the Capital Market Law. 

These amendments served as the legislative basis of capital market developments during this phase. The 

following sections will address major regulatory changes since 2017.   

37 Main Amendments to the Capital Market Law. 
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17.2. Reclassifying Market Industries  

+DYLQJ D VWDEOH PDUNHW FODVVLŬFDWLRQ DQG LQGLFHV LV FUXFLDO DV LW LV XQFRPPRQ IRU D FDSLWDO PDUNHW WR IUHTXHQWO\ 

UHVKDSH DQG UHFODVVLI\ LWV VHFWRUV� 7KH FXUUHQW FODVVLŬFDWLRQ PHWKRG KDV EHHQ FRQVLGHUHG VXIŬFLHQW IURP 

2008, but as the economy in the Kingdom has developed, new industries have appeared in both public and 

private sectors. Therefore, it was necessary to adapt to these changes by reclassifying the sectors of listed 

companies on Tadawul. 

,Q ����� 7DGDZXO DQQRXQFHG WKH DGRSWLRQ RI WKH *OREDO ,QGXVWU\ &ODVVLŬFDWLRQ 6WDQGDUG �*,&6�� D ZLGHO\ 

UHFRJQLVHG ZRUOGZLGH VWDQGDUG IRU LQGXVWU\ FODVVLŬFDWLRQ� *,&6 ZDV GHYHORSHG MRLQWO\ E\ 6WDQGDUG DQG 

Poor’s (S&P) and Morgan Stanley Capital International (MSCI), which are leading global companies providing 

LQGHSHQGHQW ŬQDQFLDO GDWD� LQGLFHV� DQG EHQFKPDUN�UHODWHG SURGXFWV DQG VHUYLFHV� 

7KH QHZ LQGXVWU\ FODVVLŬFDWLRQ FRQVLVWHG RI �� VHFWRUV �LQGXVWU\ JURXSV�� UHSUHVHQWLQJ /HYHO � XQGHU WKH 

*,&6ńV KLHUDUFKLFDO FODVVLŬFDWLRQ V\VWHP� DQG FORVHO\ DOLJQHG D FRPSDQ\ńV EXVLQHVV DFWLYLWLHV DQG VRXUFHV RI 

UHYHQXHV WR LWV VHFWRU FODVVLŬFDWLRQ� 2Q �WK -DQXDU\ ����� 7DGDZXO DGRSWHG WKH QHZ VHFWRU LQGLFHV DW ����� 

basis points, thus facilitating industry comparisons, and calculated their historical data for the previous year 

and made it available on Tadawul's website. The following day, Tadawul published its percentage changes 

and ceased to calculate previous industry indices as of 8th January 2017.  

17.3. Developing Trading Mechanisms and Regulations 

During this phase, Tadawul worked on regulating trading and membership procedures for registered traders. 

As a result, a new set of procedures and regulations has been issued (Table 2). 
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02 Key trading rules and regulations.

Key Trading Rules and Regulations 
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Date Regulations Purpose

15th March 2017
Amended:
22nd February 
2021

Securities Borrowing and Lending 
Regulations

Regulating the borrowing and lending of 
securities in the Kingdom

Short Selling Regulations Regulating the short selling of 
securitiess in the Kingdom

23rd March 2017
Amended:
1st April 2018
��WK -DQXDU\ ����

The Exchange and Centre Procedures

Specifying the Exchange and the 
Centre procedures that must be 
followed to comply with the provisions 
of relevant Exchange Rules, which 
include the following:

1- The amended Securities Depository 
Centre Rules 

2- The amended Trading Procedures
3- Orders Aggregation Accounts 

Regulations
�� 7KH DPHQGHG *ORVVDU\ RI 'HŬQHG 

Terms used in the Exchange Rules

30th July 2018
Amended:
�WK 0D\ ����

Trading and Membership Rules

Regulating Exchange membership 
and access to the trading system; the 
registration of registered traders; the 
disclosure of information by Exchange 
members; and trading listed securities 
by Exchange members.

��WK -DQXDU\ ���� Procedures of Suspending the Trading of 
Listed Securities

Determining the mechanism to deal 
with the centre accounts and the 
securities deposited therein when the 
custody member ceases or intends to 
cease his activities and terminate his 
connection with the Depository and 
Settlement System.

�VW 2FWREHU ���� Derivatives Exchange Trading and 
Membership Rules

Specifying the derivatives exchange 
trading and membership procedures 
that derivatives exchange members 
and derivatives exchange registered 
traders must follow in relation to listed 
derivatives products.

�WK 'HFHPEHU 
����

Derivatives Exchange Trading and 
Membership Procedures
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These regulations also included the following decisions to further develop the capital market: 

- Approving the introduction of securities lending and covering short-selling. 

- Allowing partial settlements on a daily basis to reduce the number of accounts in a failed chain.  

- Developing the Independent Custody Service to enable institutional investors—locally and globally—to have 

access to better trading limits. 

- Introducing a new optional service for asset managers to aggregate all orders of managed assets 

(discretionary portfolios and investment funds) under a single comprehensive order. 

- Regulating trading and membership in the derivatives market, which was launched on 30th August 2020. 

� 2Q �WK 0D\ ����� 7DGDZXO PRYHG IURP D 9ROXPH :HLJKWHG $YHUDJH 3ULFH �9:$3� WR DQ DXFWLRQ PHWKRG IRU 

determining closing prices. The aim was to identify a fair closing price, based on demand and supply, when 

executing orders through the Tadawul system. 

2Q 6XQGD\� ��WK -XO\ ����� WKH &0$ DPHQGHG WKH VKDUH SXUFKDVH DQG VDOHV FRPPLVVLRQ SDLG E\ VHOOHUV DQG 

buyers by increasing it from 12 base points (the equivalent of SAR 12) to 15.5 (SAR 15.5) for every SAR 

10,000 of transaction value. At the same time, the minimum limit of commission for any executed order in 

the Exchange being equivalent to or less than SAR 10,000 was cancelled. 

Example of the percentage change in commission

38 The Amendment of Share Purchase and Sale Commission.

Chapter 17 | Legislative and Regulatory 
Developments  

Phase Three / Part 5



280

Market Story

Documentation of the Saudi Capital Market History

Furthermore, the CMA Board issued a resolution to allocate part of the commission generated from share 

trading to support a permanent national programme that aims to raise awareness and spread the culture of 

investment among all traders and capital market stakeholders. 

17.4. Developing Clearing and Settlement 

17.4.1. Securities Settlement 
Prior to establishing the CMA, the settlement period for securities transactions was changed from three 

EXVLQHVV GD\V �7��� WR RQH EXVLQHVV GD\ �7��� LQ -DQXDU\ ����� :LWK WKH LPSOHPHQWDWLRQ RI WKH QHZ 

Tadawul Electronic System (TES) in 2001, the settlement period was further shortened to real-time (T+0) 

and remained so until 2017. On 23rd April 2017, the settlement period was once again extended to two 

business days (T+2). 

The reason for these changes is attributed to prevailing market conditions. The goal of reducing the 

settlement period from (T+3) to (T+1) and then to (T+0) was to increase market liquidity by allowing 

investors to buy and sell immediately, which, of course, required updating trading systems. Twenty years 

ago, the main objective was establishing and growing the capital market, and real-time settlement was the 

best way to do so. This development greatly served the capital market and has been one of the reasons for 

the increase in the size and liquidity of the market. The settlement period of T+0 was maintained when the 

capital market was largely closed to foreign investors. 

As the Saudi market began to open up to the global economy, the Kingdom aimed to align its market and 

regulatory systems with international standards, which included a shift to a T+2 settlement cycle. This was 

particularly important to increase the possibility of the Saudi market being included in emerging market 

indices. 

The settlement of securities refers to the process of transferring securities from a seller's portfolio to a 

buyer's portfolio, whereas cash settlements refer to the process of transferring the value of securities for 

executed transactions from the buyer's investment account to the seller's investment account, through 

Exchange members. 
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7KH 7�� VHWWOHPHQW F\FOH KDV PXOWLSOH EHQHŬWV� VXFK DV LQFUHDVLQJ WKH SURWHFWLRQ RI LQYHVWRUV
 DVVHWV� 

verifying the accuracy of the transaction and addressing any errors that may be present, and promoting 

a favourable investment environment that encourages institutional investment while taking into account 

future changes. Additionally, it is considered a crucial step towards cooperation and integration with other 

markets, both regionally and globally. 

The change in the settlement cycle does not affect investors' behaviour in relation to stock trading and 

purchasing power. A buyer can sell securities immediately after the transaction is executed, without having 

to wait for the completion of the security settlement. Sellers can also gain purchasing power, allowing them 

to buy new securities immediately after the sale transaction is completed, without having to wait for the 

cash settlement to be completed. 

17.4.2. Securities Clearing 
The Securities Depository Centre continued to handle the deposit, transfer, settlement, clearing, and 

registration of traded securities. However, the clearing process was partially carried out partially by the 

centre. Clearing is a process that follows the trading of securities and includes determining the rights and 

obligations of each party in the transaction before the settlement process to minimise the risk of default. 

On 2nd May 2018, the Saudi Stock Exchange (Tadawul) announced the establishment of a subsidiary 

FRPSDQ\� WKH 6HFXULWLHV &OHDULQJ &HQWUH &RPSDQ\ ņ0XTDVVDŇ� ZLWK D FDSLWDO RI 6$5 ��� PLOOLRQ� 0XTDVVD ZDV 

established to develop future clearing services in line with international risk management best practices. 

Muqassa began its clearing operations on 30th August 2020 in the derivatives market and was soon to 

SURYLGH LWV VHUYLFHV LQ UHODWLRQ WR RWKHU VHFXULWLHV� )LJXUH �� VKRZV D FRPSDULVRQ RI FOHDULQJ RSHUDWLRQV 

before and after the establishment of Muqassa. 
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39 Clearing Operations before and after Establishing Muqassa.

7KH DPHQGPHQWV WR WKH &DSLWDO 0DUNHW /DZ IROORZLQJ 5R\DO 'HFUHH 0��� HVWDEOLVKHG WKH UHJXODWRU\ IUDPHZRUN 

for the Securities Clearing Centre to support capital market   infrastructure institutions. In accordance with the 

amended law, the CMA, SAMA, and the Saudi Stock Exchange (Tadawul) began implementing the necessary 

regulatory procedures to enable Muqassa to begin its operations. 

2Q ��WK 1RYHPEHU ����� WKH &0$ %RDUG LVVXHG D GHFLVLRQ WR DSSURYH WKH 6HFXULWLHV &HQWUDO &RXQWHUSDUWLHV 

Regulations, which aimed to regulate the securities clearing activities in the Kingdom and specify the 

procedures and conditions for 

obtaining an authorisation to carry 

out such activities. The following 

year, on 12th January 2020, the 

CMA Board issued a decision to 

authorise the Securities Clearing 

Centre Company (Muqassa) 

to provide securities clearing 

services in the Kingdom and 

GHVLJQDWH LW DV D 4XDOLŬHG &HQWUDO 

Counterparty. 

90 The Approval of the Securities Central Counterparties Regulations. 
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2Q �WK 'HFHPEHU ����� WKH &0$ %RDUG DSSURYHG WKH 6HFXULWLHV &OHDULQJ &HQWUH 5XOHV� ZKLFK DLPV WR 

regulate the following: 1) clearing membership and access of clearing members to the clearing house 2) 

the disclosure of information by clearing members to the clearing house 3) the consequences of a default 

by the clearing house or any of its members, and 4) the relationship between clients and clearing members, 

and their rights and obligations under the clearing documentation. On the same day, the CMA Board also 

DSSURYHG WKH &OHDULQJ 3URFHGXUHV� ZKLFK VSHFLŬHG GHULYDWLYHV FOHDULQJ SURFHGXUHV WKDW FOHDULQJ PHPEHUV 

must follow before the derivatives market was launched, to comply with provisions of the Securities Clearing 

Centre Rules. 

The development of clearing and settlement also involved technology upgrades. To that end, Tadawul signed 

an agreement to transform its post-trade technology infrastructure, which includes registry, depository and 

risk management technologies. The new technology replaced Tadawul's former X-STREAM INET system, 

which was implemented in 2001. Furthermore, the new central counterparty clearing solution enabled both 

Tadawul and market participants to introduce new asset classes to the market and offer new services to the 

investors in compliance with international best practices and standards.  

17.5. From Authorised Persons to Capital Market Institutions 

After establishing regulations for securities brokerage activities during the initial phase and developing 

prudential rules for authorised persons in the second, the current phase has seen several related developments. 

2Q ��WK 6HSWHPEHU ����� WKH $XWKRULVHG 3HUVRQV 5HJXODWLRQV DQG WKH *ORVVDU\ RI 'HŬQHG 7HUPV 8VHG LQ 

the Regulations and Rules of the Capital Market were amended. Glossary amendments included changes to 

WKH GHŬQLWLRQV DQG GHVFULSWLRQV RI VHYHUDO WHUPV� VXFK DV ņVRSKLVWLFDWHG LQYHVWRUŇ� ņSURIHVVLRQDO LQYHVWRUŇ� 

ņLQVWLWXWLRQŇ� DQG ņFRPSOLDQFH RIŬFHUŇ�  

As for the Authorised Persons Regulations, the minimum paid-up capital requirements were set at SAR 50 

million for dealing and custody, SAR 20 million for managing investments and operating funds, SAR 5 million 

for managing private non-real-estate investment funds and sophisticated investor portfolios, SAR 2 million 

for arranging, and SAR 400 thousand for advising. The amendments also stipulated that the value of assets 

under management by an authorised person shall not exceed SAR 1 billion if their activity is limited to 
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managing private non-real-estate investment funds or managing sophisticated investor portfolios. 

On 12th August 2020, the CMA Board issued a decision amending the Securities Business Regulations, 

$XWKRULVHG 3HUVRQV 5HJXODWLRQV� DQG *ORVVDU\ RI 'HŬQHG 7HUPV 8VHG LQ WKH 5HJXODWLRQV DQG 5XOHV RI WKH 

Capital Market Authority, in addition to amending the name of “Authorised Persons Regulations” to “Capital 

Market Institutions Regulations”, effective as of 1st November 2020. The amendments included developing 

the scope of arranging and advising activities and the types of authorisations for dealing and managing 

activities; developing and facilitating the requirements for authorisation to carry out securities business, 

commencement of business, and capital requirements; developing the requirements for registrable functions, 

conduct of business, system, and controls and client money and assets; and developing the requirements for 

client's understanding of risk, and the requirements for client suitability, including the provisions related to 

FOLHQW FODVVLŬFDWLRQV DQG .QRZ <RXU &OLHQW� 

17.6. Adopting International Accounting and Auditing Standards 

7KH &0$ KDG DOZD\V UHTXLUHG OLVWHG FRPSDQLHV DQG PDUNHW LQVWLWXWLRQV WR DSSRLQW FHUWLŬHG SXEOLF DFFRXQWDQWV 

who would provide the CMA and market with independent annual reports. However, as a response to 

the G20's call to implement high-quality, internationally recognised accounting standards, the CMA took 

measures to support listed companies in adopting the International Financial Reporting Standards (IFRS), 

ZKLFK ZHUH SUHYLRXVO\ HQGRUVHG E\ WKH 6DXGL 2UJDQL]DWLRQ IRU &HUWLŬHG 3XEOLF $FFRXQWDQWV �62&3$� LQ ����� 

To that end, a high-level steering committee was formed. The committee consisted of the Secretary-General 

of SOCPA, Chairmen and Vice Chairmen of the Accounting and Auditing Standards Committees, as well as 

representatives of the Ministry of Finance, the CMA, and SAMA. 

As a result, SOCPA’s board of directors decided to implement International Financial Reporting Standards 

�,)56�� 7KH LPSOHPHQWDWLRQ ZDV WR EH UHŭHFWHG RQ WKH ŬQDQFLDO VWDWHPHQWV RI OLVWHG FRPSDQLHV VWDUWLQJ �VW 

-DQXDU\ ����� 0RUHRYHU� WKH DGRSWLRQ SODQ LGHQWLŬHG VHYHUDO &0$�VXSHUYLVHG HQWLWLHV WKDW ZHUH UHTXLUHG 

to apply IFRS in full, such as companies in the process of listing, companies which had debt instruments 

WUDGHG RQ WKH 6DXGL 6WRFN ([FKDQJH� DQG RWKHU ŬQDQFLDO LQVWLWXWLRQV VXFK DV LQYHVWPHQW IXQGV� $V IRU VPDOOHU 

entities, they were required to adopt the IFRS for Small and Medium-sized Entities (SMEs). 
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The new standards were more comprehensive, covering transactions and events that affect a company's 

ŬQDQFLDO SRVLWLRQ DQG UHVXOWV� 7KH\ DOVR LQFOXGHG WRSLFV DQG LQGXVWULHV QRW DGGUHVVHG E\ WKH SUHYLRXV 

VWDQGDUGV� VXFK DV HPSOR\HH EHQHŬWV� VHSDUDWH ŬQDQFLDO VWDWHPHQWV� UHDO HVWDWH LQYHVWPHQWV� DJULFXOWXUH� 

and mining. Additionally, the IFRS include more comprehensive coverage of certain areas, such as requiring a 

periodic audit of depreciation rates and the residual value of machines and equipment, as well as providing 

detailed investment disclosures.  

One of the key features of IFRS is their emphasis on fair value accounting, which allows for the revaluation 

RI Ŭ[HG DVVHWV DQG LQYHVWPHQW SURSHUWLHV EDVHG RQ WKHLU IDLU PDUNHW YDOXH� )DLU YDOXH LV GHŬQHG DV WKH SULFH 

that would be received on sale of an asset or payment to transfer a liability in an orderly transaction between 

market participants at the measurement date (an exit price). The IFRS were to be applied in their entirety, and 

this adoption would ensure improving the quality and effectiveness of the audit profession. 

17.7. Rules for Registering Auditors 

In 2018, a major change occurred in relation to the auditing of companies' accounts, as auditors were required 

WR UHJLVWHU ZLWK WKH &0$ DQG WR SXEOLVK DQQXDO UHSRUWV IRU WUDQVSDUHQF\� 2Q ��WK 'HFHPEHU ����� WKH &0$ 

Board adopted the Rules for Registering Auditors of Entities Subject to the Authority's Supervision, such 

DV OLVWHG FRPSDQLHV� LQYHVWPHQW IXQGV� DQG 7DGDZXO� 7KH UXOHV DOVR UHTXLUHG DFFRXQWLQJ ŬUPV DQG FHUWLŬHG 

public accountants to be registered with the CMA prior to being appointed to take on audit engagements 

with those entities.  

)XUWKHUPRUH� WR UHJLVWHU ZLWK WKH &0$� DQ DFFRXQWLQJ ŬUP PXVW� �� EH OLFHQVHG WR SUDFWLVH WKH SURIHVVLRQ 

of account auditing in accordance with the Law of the Profession of Accounting and Auditing 2) not have a 
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91 The Approval of the Rules for Registering Auditors of Entities Subject to the Authority's Supervision.

judicial decision that has been issued against it as a result of an offence involving fraud or any act involving a 

ODFN RI LQWHJULW\ RU GLVKRQHVW\ GXULQJ WKH ŬYH \HDUV SUHFHGLQJ WKH GDWH RI DSSOLFDWLRQ IRU UHJLVWUDWLRQ� DQG �� 

KDYH DGHTXDWH LQGHPQLW\ LQVXUDQFH IRU WKH ULVNV RI SURIHVVLRQDO IDLOXUHV� $V IRU FHUWLŬHG SXEOLF DFFRXQWDQWV� 

WKH\ DUH UHTXLUHG WR VXEPLW WKHLU DSSOLFDWLRQV IRU UHJLVWUDWLRQ WKURXJK DFFRXQWLQJ ŬUPV� 

$V RI WKH HQG RI ����� WKH &0$ KDG �� UHJLVWHUHG DFFRXQWLQJ ŬUPV ZLWK �� UHJLVWHUHG DQG FHUWLŬHG SXEOLF 

DFFRXQWDQWV� 0RUHRYHU� WKH &0$ FRQGXFWV DQQXDO DXGLWV RQ WKH ŬQDQFLDO VWDWHPHQWV RI HQWLWLHV XQGHU LWV 

supervision to ensure compliance with the internationally recognised accounting standards adopted in the 

Kingdom. 

Chapter 17 | Legislative and Regulatory 
Developments  

Phase Three / Part 5



287

Market Story

Documentation of the Saudi Capital Market History

Chapter 18: ,QYHVWPHQW 'LYHUVLŬFDWLRQ DQG 
Stimulation

The capital market continued to introduce new developments aimed at diversifying and stimulating 

investment. This has been achieved through new initiatives and amended regulations that facilitated the 

offering and listing of joint-stock companies on the main market, the establishment of the Saudi Parallel 

Market (NOMU) for SMEs, updates to merger and acquisition rules, and improved corporate governance. 

These efforts have helped to bring a wider range of investors, including individuals, foreign institutions, and 

GRPHVWLF LQVWLWXWLRQV WR WKH PDUNHW DQG KDYH DOVR FRQWULEXWHG WR WKH GLYHUVLŬFDWLRQ RI LQYHVWPHQW SURGXFWV� 

which has further attracted more investment. 

18.1 Evolution of Joint-Stock Companies Regulations 

18.1.1 Main Market 
The Offer of Securities Regulations and the Listing Rules were put into effect in the main market on 4th 

October 2004. Upon the separation of the functions and jurisdictions between the CMA and Tadawul, the 

&0$ GHYHORSHG WKH 5XOHV RQ WKH 2IIHU RI 6HFXULWLHV DQG &RQWLQXLQJ 2EOLJDWLRQV DQG WKH *ORVVDU\ RI 'HŬQHG 

Terms Used in the CMA Regulations and Rules. Meanwhile, Tadawul prepared the Listing Rules and Glossary 

RI 'HŬQHG 7HUPV 8VHG LQ WKH ([FKDQJH 5XOHV� 7KH &0$ %RDUG DSSURYHG WKHVH UHJXODWLRQV RQ ��WK 'HFHPEHU 

2017, and they became effective in Q2 2018. 

The CMA Board also approved, on 12th May 2020, the termination of the Supreme Joint Committee work on 

the separation of functions and jurisdictions between the CMA and Tadawul, which was launched in 2013. 

$W WKH VDPH WLPH� WKH FDSLWDO PDUNHW SODQQHG VHYHUDO VWUDWHJLF LQLWLDWLYHV WR HQKDQFH WKH HIŬFLHQF\ RI RIIHULQJ 

and listing procedures of companies in the capital market. The CMA reviewed and improved the regulatory 

framework for the offering of shares for public subscription and expedited the review of applications for 

such offerings. 
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The CMA worked with ministries and relevant entities to explore ways to encourage unlisted companies 

to go public and list their shares in the capital market. A preparatory programme was developed to enable 

companies to meet the offering and listing requirements. In January 2018, the CMA Board approved the 

amendments to the Instructions for Book Building Process and Allocation Method in IPOs, which were 

GHVLJQHG WR LPSURYH SULFLQJ HIŬFLHQF\ E\ DOORZLQJ *&& LQYHVWRUV ZLWK D OHJDO SHUVRQDOLW\ WR SDUWLFLSDWH LQ WKH 

SURFHVV� 7KH ,QVWUXFWLRQV ZHUH DPHQGHG DJDLQ RQ ��WK 6HSWHPEHU ����� 

2Q �WK $XJXVW ����� WKH &0$ %RDUG DSSURYHG WKH ,QVWUXFWLRQV RQ WKH 3ULFH 6WDELOLVDWLRQ 0HFKDQLVP IRU ,32V 

to regulate the price stabilisation activities for the shares of newly listed companies on the Exchange after 

WKH ,32 �'RFXPHQW ���� 7KH ,QVWUXFWLRQV ZHUH DPHQGHG RQ ��WK -DQXDU\ ����� 

92 The Approval of the Instructions on the Price Stabilisation Mechanism for IPOs. 
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Figure 40 shows key main market regulatory developments between 2004 and 2021:  

40 Key Main Market Regulatory Developments.

Significant regulatory developments of the main market

The initiative to stimulate public offerings in the capital market was launched in line with Vision 2030’s 

objectives of two of its three pillars: a thriving economy and an ambitious nation, as well as the Financial 

Sector Development Programme (FSDP). 

Entities and ministries, such as the Saudi Industrial Development Fund (SIDF), the Ministry of Investment, 

and the Saudi Food and Drug Authority (SFDA), collaborated with the CMA to implement this initiative by 

launching incentives for companies to list on Tadawul. 

During the forum on Listing in the Capital Market in May 2018, His Excellency CMA Chairman Mohammed 

$EGXOODK (ONXZDL] VWDWHG WKDW ņWKH ŬQDQFLDO PDUNHW UHZDUGV PHULW DQG SXQLVKHV VKRUWFRPLQJV UHJDUGOHVV RI 

a company’s size, age, and record. The purpose of offering and listing a company, as well as the associated 

disclosure and governance and separation of ownership and management, is to safeguard the company from 

WKH SRWHQWLDO FRQŭLFWV DQG GLVUXSWLRQV WKDW FDQ DULVH EHWZHHQ VWDNHKROGHUV DQG XQGHUPLQH LWV RSHUDWLRQV�Ň 

(ONXZDL] HPSKDVLVHG WKDW   WKHVH DPHQGPHQWV DUH D TXDOLWDWLYH OHDS LQ WHUPV RI IDFLOLWDWLRQ DQG VLPSOLŬFDWLRQ� 
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compared to previous provisions. 

The number of listed companies from 21 sectors increased from 73 companies in mid-2004 to 203 companies 

by the end of 2020 in the main market, as shown in Figure 41: 

18.1.2 Establishment of the Parallel Market 
One of the objectives of Saudi Vision 2030 is to support entrepreneurship and increase SME contribution to 

GDP from 20 to 35% and non-oil GDP from 33 to 35%. The Financial Leadership Programme (FLP) approved 

the creation of a parallel market, and the CMA conducted a feasibility study that was approved by its Board 

RQ ��WK $SULO ����� 7DGDZXO WKHQ DQQRXQFHG LWV LQWHQWLRQ WR HVWDEOLVK DQ HTXLW\ PDUNHW VSHFLŬFDOO\ IRU 

60(V LQ HDUO\ ����� 7KLV PDUNHW ZDV GHVLJQHG WR SURYLGH ŬQDQFLQJ IRU 60(V DQG PRWLYDWH WKHP WR LPSURYH 

governance and disclosure, which would increase opportunities for business growth and development. 

7DGDZXO GHYHORSHG WKH UHJXODWLRQV IRU WKH HVWDEOLVKPHQW RI WKH SDUDOOHO PDUNHW� 2Q ��VW 'HFHPEHU ����� 

parallel market listing rules were adopted and the Offer of Securities Regulations was amended to include 

provisions for share offerings on the parallel market. 
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41 Number of Companies Listed in the Main Market (2004-2020). 
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*LYHQ WKH KLJKHU ULVN SURŬOH RI LVVXHUV OLVWHG RQ WKH SDUDOOHO PDUNHW FRPSDUHG WR WKH PDLQ PDUNHW� RQO\ 

TXDOLŬHG LQYHVWRUV DUH DOORZHG WR LQYHVW LQ VHFXULWLHV OLVWHG RQ 1208� 7KH WRWDO PDUNHW FDS RI WKH FRPSDQ\ 

must be at least SAR 10 million, compared to SAR 300 million in the main market. Listing on the parallel 

PDUNHW UHTXLUHV RIIHULQJ DW OHDVW ��� RI WKH VKDUHV WR WKH SXEOLF DQG WKH GDLO\ ŭXFWXDWLRQ OLPLW LV VHW DW ���� 

1208 ZDV HVWDEOLVKHG RQ ��WK )HEUXDU\ ���� �,PDJH ���� DV D ZD\ IRU 60(V WR DFFHVV QHZ LQYHVWPHQW 

opportunities in an alternative market with less stringent listing requirements than the main market. NOMU 

is intended to be a platform for companies that are growing in terms of size and governance, but do not 

meet the requirements for listing on the main market. Once a company listed on NOMU meets the necessary 

conditions, it can then be listed on the main market. 

93 The Adoption of the Parallel Market Listing Rules.

Phase Three / Part 5
Chapter 18 | Investment Diversification 

and Stimulation



���

Market Story

Documentation of the Saudi Capital Market History

34 Launching the Parallel Market (NOMU). 

1208� WKH ŬUVW PDUNHW IRU 60(V LQ WKH *XOI UHJLRQ� ZDV ODXQFKHG ZLWK WKH OLVWLQJ RI VHYHQ FRPSDQLHV ZLWK D 

WRWDO RI ���� PLOOLRQ VKDUHV DQG DQ RIIHULQJ VL]H RI 6$5 ��� ELOOLRQ� 
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The Rules on the Offer of Securities and Continuing Obligations, issued on 27th December 2017, replaced 

the Offer of Securities Regulations and the Listing Rules issued in 2004 and the Parallel Market Listing Rules 

LVVXHG LQ ���� �'RFXPHQW ���� 7KH QHZ UXOHV VXEVHTXHQWO\ DSSO\ WR ERWK WKH PDLQ DQG SDUDOOHO PDUNHWV� 

2Q ��WK )HEUXDU\ ����� WKH &0$ DQG 7DGDZXO LPSOHPHQWHG VWUXFWXUDO FKDQJHV WR 1208� ZKLFK ZHUH 

intended to promote the parallel market’s growth and increase the number of listed companies and market 

liquidity. The changes came two years after launching NOMU as part of CMA and Tadawul's plans to support 

60(V WKURXJK D PRUH ŭH[LEOH SODWIRUP� 7KH FKDQJHV ZHUH EDVHG RQ D WKRURXJK DQDO\VLV RI WKH PDUNHW DQG 

the needs of market participants. 

94 Adopting the Rules on the Offer of Securities and Continuing Obligations. 

The structural changes were 

implemented in two phases taking 

SODFH LQ WKH ŬUVW WZR TXDUWHUV 

RI ����� &KDQJHV LQ WKH ŬUVW 

phase included allowing direct 

listings on NOMU without an 

IPO, streamlining the process for 

issuers to transition from NOMU 

to the main market, requiring 

LVVXHUV WR UHSRUW ŬQDQFLDO 

earnings on a semi-annual basis 

instead of quarterly, establishing 

access mechanisms by applying 

a minimum liquidity threshold, 

reducing normal trade thresholds, and introducing the NOMU Capped Index. Changes rolled out in the second 

phase included the listing of close-ended funds and REITs on NOMU and the introduction of volatility guards 

and independent research. To transition to the main market, the company must meet several conditions, such 

as being listed on NOMU for at least two years and meeting the main market requirements at least a year 

before the transition. 
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2Q ��WK 2FWREHU ����� $ONDWKLUL +ROGLQJ &RPSDQ\ ZDV DSSURYHG WR PRYH IURP 1208 WR WKH PDLQ PDUNHW E\ 

7DGDZXO� 7KLV ZDV WKH ŬUVW WLPH D FRPSDQ\ KDG PDGH WKLV WUDQVLWLRQ IROORZLQJ WKHVH DPHQGPHQWV� $ONDWKLUL 

had capital of SAR 45.2 million and 4.52 million shares and met all statutory requirements stipulated in the 

Listing Rules. The number of listed companies on NOMU from 2017 to 2020 is shown in Figure 43. 

Significant changes in Nomu-Parallel  Market in 2019

42 Main Changes to NOMU in 2019. 
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2Q ��WK 0DUFK ����� 7DGDZXO ODXQFKHG WKH 1208 &DSSHG ,QGH[ �1208&� DV SDUW RI WKH DQQRXQFHG 

enhancement and instructions to include all eligible securities listed on NOMU. A capping threshold of 20% 

for any security was applied to avoid a single security dominance on the Index. The NOMUC sets a maximum 

percentage on the relative weighting of a component that is determined by its market capitalisation. The 

index value for capped indices is calculated as follows:  

Upon approval by Tadawul to transfer the issuer's shares from NOMU to the main market and the completion 

of the necessary procedures, the issuer is removed from the NOMUC and added to the Main Market Headline 

index (TASI) and Industry Group indices after meeting the eligibility criteria, and new constituents are 

included in Tadawul’s indices. 

Tadawul later announced the weighting threshold for each issuer in NOMUC would be capped at 35%, 

effective from the start of trading on Tuesday 14th April 2020. In addition, the calculation and publishing of 

43 The Number of Companies Listed on NOMU (2017-2020). 
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the Parallel Market Index were suspended by the end of trading on Thursday 14th May 2020. 

2Q ��WK 'HFHPEHU ����� 7DGDZXO XSGDWHG LWV LQGLFHV PHWKRGRORJ\ DQG PDQDJHPHQW WR LQFOXGH UHYLVLRQV 

LQ WKH PHWKRGRORJ\ IRU WKH FDOFXODWLRQ RI IUHH ŭRDW VKDUHV� D QHZ UXOH IRU IDVW LQFOXVLRQ LQ 7$6, DW WKH FORVH 

RI WKH ŬIWK WUDGLQJ GD\� DQG WKH DSSOLFDWLRQ RI LQGH[ FDSSLQJ IRU 7$6, ZLWK D WKUHVKROG RI ���� LQ DGGLWLRQ WR 

announcing indices maintenance and adding/deleting shares from the index three business days prior to the 

execution date.  

1208& FORVHG RXW ���� DW ������ SRLQWV� 7KH PDUNHW YDOXH RI VKDUHV RXWVWDQGLQJ DPRXQWHG WR 6$5 ����� 

ELOOLRQ DQG WUDGLQJ YDOXHV UHDFKHG 6$5 ���� ELOOLRQ� ZLWK ��� PLOOLRQ WUDGHG VKDUHV DQG ������� GHDOV� 

18.1.3 Updated Regulations to Regulate Mergers and Acquisitions 
The updated Merger and Acquisition Regulations, issued on 15th October 2017, replaced the previous 

5HJXODWLRQV LVVXHG RQ �UG 2FWREHU ���� �'RFXPHQW ���� 7KLV XSGDWH UHLQIRUFHG WKH LPSRUWDQFH RI IXOO DQG 

fair disclosure in mergers and acquisitions, while clarifying the relevant procedures and obligations related to 

owning or acquiring shares or controlling interests in listed companies. In addition, the updated Regulations 

established a regulatory framework for offers to acquire all of a listed company's shares or merge with 

it, subject to the approval of the General Assembly of shareholders. It also allowed for partial takeovers 

of a listed company's shares, which were not previously available in the 2007 Regulations. The updated 

Regulations included provisions that applied to anyone who increased their ownership of a listed company's 

VKDUHV WR ��� RU PRUH� &HUWDLQ SURYLVLRQV RI WKH 5HJXODWLRQV ZHUH PRGLŬHG RQ ��UG $SULO ����� 
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95 The Adoption of the Updated Merger and Acquisition Regulations. 

)LJXUH �� VKRZV WKH HYROXWLRQ RI WKH QXPEHU RI PHUJHU DQG DFTXLVLWLRQ UHTXHVWV EHWZHHQ ���� DQG ����� 
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44 The Number of Merger and Acquisition Requests between 2006 and 2020. 
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Saudi Arabia’s Alawwal Bank formally merged with Saudi British Bank (SABB) to constitute the largest merger 

DQG DFTXLVLWLRQ GHDO RI ����� $IWHU WKH PHUJHU DJUHHPHQW� DOO RI WKH DVVHWV DQG OLDELOLWLHV RI $ODZZDO %DQN 

were transferred to SABB, in exchange for SABB issuing 500 million ordinary shares with a nominal value of 

SAR 10 per share in SABB in favour of Alawwal Bank shareholders by way of increasing the paid-up capital of 

SABB from SAR 15 billion to SAR 20.54 billion. This represents an increase in the number of shares from 1.5 

billion shares to 2.05 billion fully paid shares. Tadawul suspended trading on shares of Alawwal Bank as of 

��WK -XQH ����� DKHDG RI VKDUH GHOLVWLQJ SURFHGXUHV� $OVR LQ ����� $UDPFR DFTXLUHG D ��� VWDNH LQ 6$%,& IRU 

D WRWDO SXUFKDVH SULFH RI 6$5 ������� ELOOLRQ �86' ���� ELOOLRQ�� ZKLFK ZH ZLOO HODERUDWH RQ ODWHU� )LJXUH �� 

shows key mergers and acquisitions in the Saudi market: 

18.1.4 The New Corporate Governance Regulations 
7KH &RUSRUDWH *RYHUQDQFH 5HJXODWLRQV� LVVXHG RQ ��WK 1RYHPEHU ����� DQG WKHLU VXEVHTXHQW ����� ����� 

2010, and 2011 amendments, continued to apply until they were replaced by the new Corporate Governance 

5HJXODWLRQV LQ )HEUXDU\ ���� �'RFXPHQW ���� 7KH QHZ PRUH GHWDLOHG UHJXODWLRQV FRPSULVH �� DUWLFOHV DQG 

DUH IXOO\ DOLJQHG ZLWK WKH &RPSDQLHV /DZ LVVXHG LQ ����� ZKLOH WKH ���� 5HJXODWLRQVń �� DUWLFOHV ZHUH 

DVVRFLDWHG ZLWK WKH ���� &RPSDQLHV /DZ� 7KH 5HJXODWLRQV DUH WKH UHVXOW RI FRRUGLQDWHG HIIRUWV E\ WKH 

The most significant merger and acquisition deals in the Saudi market

45 Key Acquisitions in the Saudi Market. 
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CMA and the Ministry of Commerce to align the regulations with the Companies Law. Corporate Governance 

5HJXODWLRQV XQGHUZHQW D ŬUVW DPHQGPHQW RQ ��UG $SULO ����� D VHFRQG RQ ��WK 0D\ ����� DQG D WKLUG RQ 

14th January 2021. 

In a new move, p  roxy voting was introduced, allowing shareholders to participate in General Assembly meetings 

ZLWKRXW SK\VLFDOO\ DWWHQGLQJ WKHP� ,W KHOSHG LQFUHDVH VKDUHKROGHU SDUWLFLSDWLRQ DQG LPSURYH HIŬFLHQF\ DW 

these meetings. It also helped ensure that a quorum is reached and meetings are held, and reduced the cost 

for companies by avoiding delays or rescheduling meetings. This mechanism was introduced to overcome 

obstacles that might otherwise prevent shareholder participation or the convening of the assembly. 

,Q ����� HOHFWURQLF YRWLQJ HPHUJHG DV D FRQYHQLHQW DQG HIŬFLHQW ZD\ IRU VKDUHKROGHUV WR SDUWLFLSDWH LQ 

General Assembly meetings and vote on decisions. It also helped to increase transparency and accountability 

IRU FRPSDQLHV� 7KH QXPEHU RI HOHFWURQLF YRWHUV LQFUHDVHG LQ ���� E\ �� FRPSDUHG WR ����� ZKLOH WKH 

number of physical voters decreased by 30% compared to 2018. Electronic voting also allowed investors to 

96 The Adoption of the New Corporate Governance Regulations. 
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exercise their rights, leading to a 38% increase in the number of (electronic and physical) voters in general 

DVVHPEOLHV� IURP ������ LQ ���� WR ������ LQ ����� 

,Q ����� GXH WR &29,'��� SUHYHQWLRQ PHDVXUHV� LQ�SHUVRQ DVVHPEOLHV RI FRPSDQLHV OLVWHG RQ WKH FDSLWDO 

market were suspended and held remotely instead. This led to a 14% increase in the number of electronic 

YRWHUV LQ +� ���� FRPSDUHG WR +� ����� PDNLQJ XS ��� RI WRWDO YRWHUV LQ VKDUHKROGHUV
 DVVHPEOLHV� 

compared to just 1% of in-person voters. The overall number of electronic and in-person voters increased by 

133% during this time, with most shareholders participating through electronic voting, resulting in a 170% 

increase in electronic voting shareholders in H1 2020 compared to the same period in the previous year. 

18.2 Diversifying Investors 

18.2.1 Individual Investors 
The CMA was established to promote fairness and support individuals with limited income in public offerings 

by setting conditions for subscriptions that prioritised the allocation of shares to individual investors, which 

helped increase the number of individual investors. The CMA later focused on encouraging institutional 

LQYHVWPHQW� ZKLFK LV FRPPRQ LQ JOREDO PDUNHWV DQG KHOSV SURPRWH VWDELOLW\� 2Q �UG $SULO ����� WKH &0$ 

DSSURYHG WKH ,QYHVWPHQW $FFRXQWV ,QVWUXFWLRQV �'RFXPHQW ��� WR LPSURYH DQG HQKDQFH WKH SURFHGXUHV IRU 

DXWKRULVHG SHUVRQV UHJDUGLQJ RSHQLQJ DQG RSHUDWLQJ LQYHVWPHQW DFFRXQWV IRU FOLHQWV� DV ZHOO DV GHŬQLQJ 

relevant supervisory and control rules. These Instructions were amended on 21st November 2018 (Document 

���� ZLWK RQH VLJQLŬFDQW FKDQJH EHLQJ WKH VLPSOLŬFDWLRQ RI WKH SURFHVV IRU RSHQLQJ DQG RSHUDWLQJ LQYHVWPHQW 

accounts electronically. 
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97 The Adoption of the Investment Accounts Instructions. 

98 The Amendment of the Investment Accounts Instructions. 

Phase Three / Part 5
Chapter 18 | Investment Diversification 

and Stimulation



302

Market Story

Documentation of the Saudi Capital Market History

$V RI WKH HQG RI ����� WKHUH ZHUH D WRWDO RI ���� PLOOLRQ LQYHVWPHQW SRUWIROLRV IRU LQGLYLGXDOV� 7KH QXPEHU 

RI LQGLYLGXDO LQYHVWRUV ZDV DSSUR[LPDWHO\ ���� PLOOLRQ� ��� PDOH DQG ��� IHPDOH� ,Q WKH ŬUVW KDOI RI ����� 

WKHUH ZHUH ��� PLOOLRQ LQYHVWPHQW SRUWIROLRV IRU LQGLYLGXDOV DQG ���� PLOOLRQ LQGLYLGXDO LQYHVWRUV� DV VKRZQ 

LQ )LJXUH ��� 

The number of individuals and investment portfolios between 2013 and 2020. 

18.2.2 Institutional Investment 
,Q ����� WKH 6SDQLVK ZULWHU -RVHSK GH OD 9HJD UHIHUUHG WR ŬQDQFLDO PDUNHW SDUWLFLSDQWV DV EXOOV DQG EHDUV� 

GUDZLQJ LQVSLUDWLRQ IURP WKH VSRUW RI EXOOŬJKWLQJ� ZKLFK ZDV SRSXODU DPRQJ PLQHUV LQ &DOLIRUQLD GXULQJ WKH 

0H[LFDQ UXOH� 7KH SKUDVH �WKH VWUXJJOH RI EXOOV DQG EHDUV� EHFDPH ZLGHO\ XVHG WR GHVFULEH ŬQDQFLDO PDUNHWV 

DV D EDWWOHJURXQG EHWZHHQ WKHVH RSSRVLQJ IRUFHV� ,Q UHFHQW \HDUV� ŬQDQFLDO PDUNHWV KDYH VRXJKW WR LQFUHDVH 

institutional investment, which is perceived as more stable and less prone to individual investor greed and 

panic. This trend can be seen as an effort to reduce market volatility resulting from the actions of individual 

investors, who are more prone to overreacting to market conditions and global events, contributing to market 

LQVWDELOLW\� DV ZDV WKH FDVH GXULQJ WKH ���� EXEEOH� 
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47 Investors Share Ownership Values according to Investment Behaviour in SAR Million.  

The Financial Leadership Programme (FLP) aimed to support asset management and promote institutional 

investment by implementing initiatives such as encouraging individuals with no previous experience to 

invest through investment funds and facilitating the establishment and growth of endowment funds. 

To promote professional practices and institutional behaviour in the market and to provide a wider range 

of investment products for individual investors, the CMA gradually increased the proportion of shares 

DOORFDWHG WR LQVWLWXWLRQDO LQYHVWRUV LQ ,32V IRU LVVXHV RIIHUHG DERYH WKH QRPLQDO YDOXH� VSHFLŬFDOO\ WKRVH 

invested through investment funds. The reasoning behind this is that fund managers are more experienced 

in evaluating the risks outlined in prospectuses and investing through funds allows for a greater variety of 

LQYHVWPHQW RSWLRQV� $V D UHVXOW� LQYHVWPHQW IXQGV FRPSULVH ��� RI LQVWLWXWLRQDO LQYHVWRUV
 VKDUH DOORFDWLRQV� 

The change in ownership between individual and institutional investors from 2015 to 2020 is shown in 

Figure 47. 

Investors share ownership values according to investment behaviour in SAR million;  
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To promote institutional investment, the CMA initiated the use of endowment funds. In 2017, the CMA 

DQG WKH *HQHUDO $XWKRULW\ IRU $ZTDI ODXQFKHG WKH :DTI ,QYHVWPHQW )XQGV 3URMHFW� ZKLFK DLPV WR VXSSRUW 

FRPPXQLW\ DQG GHYHORSPHQW QHHGV ZKLOH DOVR LQFUHDVLQJ WKH FRQWULEXWLRQ RI WKH QRQ�SURŬW VHFWRU WR WKH 

Gross Domestic Product. These investment funds, which follow the CMA's Instructions for Investment Funds, 

are open-ended and do not have a set term. All units of these funds are endowed and not available for 

circulation, and they are open to contributions from anyone. 

The General Authority for Awqaf and the CMA are responsible for supervising the endowment fund, with 

HDFK DJHQF\ KDYLQJ VSHFLŬF DUHDV RI RYHUVLJKW� 7R HVWDEOLVK VXFK D IXQG� DW OHDVW 6$5 �� PLOOLRQ PXVW EH 

FROOHFWHG� 7KH IXQG PDQDJHU PXVW IROORZ WKH GHŬQHG LQYHVWPHQW SROLF\ WR HQVXUH WKDW WKH YDOXH RI WKH IXQG
V 

LQYHVWPHQWV LV QR OHVV WKDQ ��� RI WKH WRWDO YDOXH RI WKH IXQG
V DVVHWV� EDVHG RQ WKH ODWHVW DXGLWHG ŬQDQFLDO 

VWDWHPHQWV� $W OHDVW ��� RI WKH IXQG
V GLVWULEXWDEOH QHW SURŬWV VKRXOG EH GLVWULEXWHG WR WKH EHQHŬFLDU\ RQ 

an annual basis. 

The cooperation between the CMA and the General Authority for Awqaf resulted in the CMA Board approving 

WKH SXEOLF RIIHULQJ RI $OLQPD :DUHHI (QGRZPHQW )XQG LQ -XQH ����� 7KLV )XQG� ZKLFK ZDV FUHDWHG E\ $OLQPD 

,QYHVWPHQW &RPSDQ\� ZDV WKH ŬUVW LQ D VHULHV RI HQGRZPHQW IXQGV� %\ WKH HQG RI ����� D WRWDO RI HLJKW 

funds had been created. 

18.2.3 Foreign Investment 
2Q �WK -DQXDU\ ����� WKH 5XOHV IRU 4XDOLŬHG )RUHLJQ )LQDQFLDO ,QVWLWXWLRQV ,QYHVWPHQW LQ /LVWHG 6HFXULWLHV 

ZHUH PRGLŬHG �'RFXPHQW ��� WR PDNH WKH TXDOLŬFDWLRQ SURFHVV TXLFNHU DQG HDVLHU� 7KLV ZDV GRQH E\ OLIWLQJ 

WKH UHTXLUHPHQW IRU WKH &0$ WR UHYLHZ DQG UHJLVWHU TXDOLŬHG IRUHLJQ LQYHVWRUV DQG LQFUHDVLQJ WKH SRRO RI 

TXDOLŬHG IRUHLJQ LQYHVWRUV E\ GHFUHDVLQJ WKH DVVHW UHTXLUHPHQW IRU TXDOLŬHG IRUHLJQ LQYHVWRUV IURP 86' � 

ELOOLRQ WR 86' ��� PLOOLRQ� ,W DOVR DOORZHG ŬQDQFLDO LQVWLWXWLRQV DIŬOLDWHG ZLWK TXDOLŬHG IRUHLJQ LQYHVWRUV RU 

IRUHLJQ SRUWIROLR PDQDJHUV� DV ZHOO DV LQYHVWPHQW IXQGV PDQDJHG E\ WKHP� WR EH TXDOLŬHG ZLWKRXW WKH QHHG 

IRU VHSDUDWH DSSOLFDWLRQV� DQG HDVHG VRPH RI WKH RQJRLQJ UHTXLUHPHQWV IRU TXDOLŬHG IRUHLJQ LQYHVWRUV�  
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Non-resident foreign investors 

were allowed to take strategic 

stakes of up to 10% in stock 

exchange-listed companies as 

part of the second step. In October 

2017, the CMA and the General 

Investment Authority signed a 

Memorandum of Cooperation 

(MoC) to develop guidelines and 

standards for this process based 

on the powers granted to each 

SDUW\� 2Q ��WK -XQH ����� WKH &0$ 

Board approved the Instructions 

for the Foreign Strategic 

Investors’ Ownership in Listed 

Companies (Document 100), 

developed by the CMA to outline 

the requirements and conditions 

for foreign strategic investors to 

own shares in listed companies, as 

well as the obligations of both the 

investors and authorised parties 

in this regard. 

The Instructions allowed foreign 

strategic investors to exercise 

all rights related to the shares of the listed companies they own, including trading rights. However, these 

Instructions do not apply to citizens of the GCC1. 

1  The Instructions defined the foreign investor as a foreign legal entity that aims to own a strategic shareholding in listed companies, meaning the 
direct ownership percentage in the listed company's shares, and through which the aim is to contribute to promoting the financial or operational 
performance of the listed company.

99 The Modification of the Rules for Qualified Foreign Financial Institutions Investment in Listed 
Securities. 

100 The Adoption of the Instructions for the Foreign Strategic Investors’ Ownership in Listed 
Companies. 
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2Q ��WK 6HSWHPEHU ����� WKH /LVWLQJ 5XOHV ZHUH DPHQGHG WR DOORZ IRUHLJQ FRPSDQLHV WR OLVW RQ 7DGDZXO 

while being held to the same standards of listing, disclosure, and governance as Saudi-listed companies. The 

CMA and Tadawul created the necessary provisions and requirements for listing foreign companies, and also 

formed bilateral agreements with other markets in the region to link the Saudi market to these markets in 

DQ HIIRUW WR SURPRWH LQWHJUDWLRQ ZLWK UHJLRQDO PDUNHWV� SURYLGH QHZ ŬQDQFLQJ RSWLRQ  V IRU LVVXHUV� DQG RIIHU 

investors more diverse investment opportunities. 

On 7th September 2020, the CMA Board approved the Instructions for Issuing Depositary Receipts Out of the 

.LQJGRP� ZKLFK GHŬQH WKH UHTXLUHPHQWV DQG FRQGLWLRQV IRU LVVXLQJ 'HSRVLWDU\ 5HFHLSWV IRU VKDUHV LVVXHG 

in the Kingdom that are either already listed on the Exchange or are in the process of being listed. The goal 

RI LVVXLQJ GHSRVLWRU\ UHFHLSWV LV WR LQFUHDVH WKH HIŬFLHQF\ RI SULFLQJ VHFXULWLHV EHWZHHQ ORFDO DQG IRUHLJQ 

markets and to allow issuers to offer securities in the currency of the foreign market. Table 3 illustrates the 

evolution of the value of ownership of Saudi, Gulf, and foreign investors from 2015 to 2020: 

SAR mln

Year Saudi investors Gulf investors Foreign 
investors Total

2015 ��������� ������ ������ ���������

���� 1,571,785 38,120 72,047 ���������

2017 1,583,834 35,321 70,447 ���������

2018 ��������� ������ ������ 1,858,537

���� ��������� ������ ������� ���������

2020 ��������� 45,544 208,337 ���������

03 The Value of Ownership in the Main Market per Investor Type in SAR Million. 

Chapter 18 | Investment Diversification 
and Stimulation

Phase Three / Part 5



307

Market Story

Documentation of the Saudi Capital Market History

18.3 More Diversified Financial Instruments 

Financial products and instruments continue to evolve in the capital market. From the inception of the 

Financial Leadership Program, a range of new offerings have been introduced, such as government debt 

LQVWUXPHQWV� FORVHG�HQG LQYHVWPHQW WUDGHG IXQGV� )LQ7HFK SURGXFWV� DQG ŬQDQFLDO GHULYDWLYHV� 

18.3.1 Government Debt Instruments Listing 
From its inception, the CMA has strived to promote government debt instruments in the capital market. In 

H1 2017, it began registering sukuk and debt instruments on Tadawul and displaying them on the Tadawul 

website. In December of the same year, the CMA updated its Rules on the Offer of Securities and Continuing 

2EOLJDWLRQV� LQWURGXFLQJ JUHDWHU ŭH[LELOLW\ LQ WKH UHTXLUHPHQWV IRU VXNXN DQG GHEW LVVXDQFH DQG WKH UHJXODWRU\ 

requirements for listing through special purpose entities that allow the issuance of different debt instrument 

structures through public or private offerings. By listing government debt, the CMA aimed to provide more 

ŬQDQFLQJ RSWLRQV IRU SXEOLF SURMHFWV� RIIHU D GLYHUVH UDQJH RI LQYHVWPHQW SURGXFWV IRU DOO W\SHV RI LQYHVWRUV� 

and increase liquidity in the secondary market. The trustworthiness, security, and steady returns of these 

government debt instruments make them an attractive choice for both issuers and investors. 

In an effort to align with the goals of Saudi Vision 2030, the CMA approved the listing and trading of 

government debt instruments on Tadawul in April 2018. This move, made in conjunction with the Public Debt 

0DQDJHPHQW 2IŬFH DW WKH 0LQLVWU\ RI )LQDQFH� UHVXOWHG LQ D WRWDO RI �� JRYHUQPHQW GHEW LQVWUXPHQWV OLVWHG� 

ZLWK D QRPLQDO YDOXH RI 6$5 ������� ELOOLRQ� 7KHVH LVVXHV ZHUH GLYLGHG DPRQJ Ŭ[HG�UHWXUQ LQVWUXPHQWV 

��� LVVXDQFHV� WRWDOOLQJ 6$5 ����� ELOOLRQ�� ŭRDWLQJ�UHWXUQ LQVWUXPHQWV ��� LVVXDQFHV� WRWDOOLQJ 6$5 ����� 

ELOOLRQ�� DQG VXNXN ��� LVVXDQFHV� WRWDOOLQJ 6$5 ����� ELOOLRQ�� 7KH JRYHUQPHQW GHEW LQVWUXPHQWV LQGH[ ZDV 

also added to the sukuk and bonds market. 

At a press conference on 8th April 2018, the CEO of Tadawul, Eng. Khalid Abdullah al-Hussan, announced that 

all investors can trade in government debt instruments issued by the Kingdom during the trading window; i.e. 

from 11:30 a.m. to 3:00 p.m. every day. 

In the capital market, debt indices can be grouped into three main categories: sukuk and bonds market, 
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government debt, and corporate bonds and sukuk. The quantity of sukuk and bonds are expressed in par 

value terms; not number of units. The price of sukuk and bonds is set as a percentage of the par value. 

Tadawul, in collaboration with IHS Markit - a world leader in critical information, analytics, and solutions - 

recently launched iBoxx Tadawul SAR Government Sukuk Index Series. These Indices are used to develop 

ŬQDQFLDO SURGXFWV� LQFOXGLQJ (7)V� DQG DUH FDOFXODWHG RQ D GDLO\ EDVLV XVLQJ LQGHSHQGHQW IDLU YDOXH SULFLQJ 

by tracking the performance of daily fair value sukuk price movements. They aim to provide transparency to 

Saudi local currency and Saudi Government sukuk market performance. 

Asset managers, ETF issuers, hedge funds, insurance and retirement institutions, investment banks, 

legislators, central banks, research centres, and academics can all use these indices, which are also useful for 

ETFs, research, and risk management. The iBoxx Tadawul SAR Government Sukuk Index Series can be found 

RQ WKH 7DGDZXO ZHEVLWH DW WKH HQG RI HDFK GD\� 7KH EDVH GDWH IRU WKH LQGH[ LV ��WK -XQH ����� DQG WKH EDVH 

value is set at 100. 

In parallel, the CMA oversaw the operations of facilities specialised in issuing debt instruments. As previously 

mentioned, the CMA was responsible for granting licences to establish special purpose entities through an 

amendment to Article 5 of the Capital Market Law issued on 2nd July 2012. In order to put these provisions 

into practice, the CMA Board approved rules and Articles of Association (AoA) for special purpose entities on 

27th December 2017 (Document 101). These rules became effective in early April 2018. 

Special     purpose entities are set 

XS WR DFKLHYH VSHFLŬF ŬQDQFLDO 

objectives, such as issuing debt 

instruments through a specialised 

entity that dissolves upon completion 

of its purpose, accessing alternative 

ŬQDQFLQJ RWKHU WKDQ EDQN DQG ŬQDQFLDO 

institution loans, and protecting 

investor rights from the bankruptcy of 
101 Adopting the Rules for Special Purpose Entities. 
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UHODWHG SDUWLHV� VXFK DV WKH VSRQVRU RU RZQHU� 7KH &0$ LVVXHG WKH ŬUVW OLFHQFH IRU D VSHFLDO SXUSRVH HQWLW\ 

WR LVVXH DVVHW�EDFNHG GHEW LQVWUXPHQWV RQ ��QG -DQXDU\ ����� 2Q ��WK -DQXDU\ ����� WKH &0$ DPHQGHG 

the rules for special purpose entities, which became effective on 28th January 2021. These changes offer 

investment fund managers the option to establish a special purpose entity as the legal entity for their 

investment fund and modify the structure of special purpose entities that offer debt by registering their 

shares in the name of a trustee rather than the owners. Under the revised rules, Saudi joint-stock companies, 

DXWKRULVHG SHUVRQV� EDQNV� ŬQDQFH FRPSDQLHV� DQG OLPLWHG OLDELOLW\ FRPSDQLHV FDQ DOO DFW DV VSRQVRUV IRU D 

special purpose entity. 

The market for sukuk and bonds in Saudi Arabia is still relatively small compared to other emerging markets 

due to the lengthy process required to offer them for public subscription. Obtaining loans from banks is 

generally easier and faster than going through the various procedures required to issue sukuk or bonds, 

VXFK DV DSSO\LQJ WR WKH &0$� DSSRLQWLQJ D ŬQDQFLDO DGYLVRU� DQG SUHVHQWLQJ D SURVSHFWXV� ,Q DQ HIIRUW WR 

address this challenge and encourage the development of the sukuk and bond market, the CMA, Tadawul, 

DQG WKH 3XEOLF 'HEW 0DQDJHPHQW 2IŬFH FRRUGLQDWHG WR LPSOHPHQW D VHULHV RI LPSURYHPHQWV LQ -XQH ����� 

7KHVH LQFOXGHG UHVWUXFWXULQJ WKH ŬQDQFLDO FRQVLGHUDWLRQ IRU VHUYLFHV SURYLGHG LQ WKH PDUNHW DQG UHGXFLQJ WKH 

nominal value of government-issued sukuk from SAR 1 million to SAR 1,000. It is hoped that these changes 

will encourage investment in governmental sukuk and revitalise the secondary market for it. 

The CMA made a decision on 12th August 2020 to allow both resident and non-resident foreigners to invest 

directly in listed and unlisted debt instruments. This was an important move towards offering a variety of 

investment options to different investor groups. The decision allows all foreign natural and legal persons to 

invest directly in debt instruments, but a non-resident foreign individual cannot simultaneously invest as a 

GLUHFW LQYHVWRU LQ OLVWHG GHEW LQVWUXPHQWV DQG DV D TXDOLŬHG IRUHLJQ LQYHVWRU RU XOWLPDWH EHQHŬFLDU\ LQ VZDS 

agreements. The CMA also created a guide for non-resident foreign investors to understand the available 

channels for investing in listed securities, as well as the procedures for opening an investment account. 
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18.3.2 Close-Ended Investment Traded Funds 
Closed-end investment traded funds offer investors a high level of transparency and disclosure. Managed by 

CMA-licensed fund managers, these funds provide the convenience of liquidity, allowing investors to easily 

trade units. In addition, closed-end funds offer a wide range of investment options for the fund manager. 

:KHQ XQLWV RI FORVHG�HQG IXQGV DUH LQLWLDOO\ RIIHUHG� LQYHVWRUV KDYH WKH RSSRUWXQLW\ WR SXUFKDVH WKHP� $IWHU 

being listed, these units can be traded on the secondary market just like shares of listed companies during 

trading hours. The price of closed-end fund units is determined by supply and demand in the market and the 

value of the underlying assets. 

This product made a belated entrance into the Saudi capital market, with Closed-ended Investment Traded 

)XQGV 5HJXODWLRQV RQO\ UHOHDVHG RQ �WK -XQH ���� �'RFXPHQW ����� 7KHLU SXUSRVH ZDV WR RYHUVHH WKH 

offering of closed-ended investment traded fund units, their management, and operations within the 

Kingdom. 

On 24th February 2021, the CMA Board approved the amendment of the Investment Funds Regulations 

and Real Estate Investment Funds Regulations with an effective date of 1st May 2021. These amendments 

include merging the Closed-ended Investment Traded Funds Regulations with the Investment Funds 

Regulations, and merging the Real Estate Investment Traded Funds Instructions with the Real Estate 

Investment Funds Regulations.

102 Closed-Ended Investment Traded Funds Regulations.
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18.3.3 FinTech Lab 
The Kingdom's capital market established a more streamlined regulatory framework for FinTech projects 

WKURXJK WKH )LQ7HFK /DE LQLWLDWLYH� 7KLV IUDPHZRUN DOORZHG FRPSDQLHV ZLWK LQQRYDWLYH ŬQDQFLDO VHUYLFHV WR 

UHFHLYH D WHPSRUDU\ OLFHQFH WR WHVW WKHLU LGHDV IRU D SHULRG RI WZR \HDUV� SDUWLFXODUO\ LI WKH\ PD\ QRW ŬW ZLWKLQ 

the traditional regulatory framework. At the end of this period, the company can choose to seek a permanent 

OLFHQFH� SLYRW WR D GLIIHUHQW EXVLQHVV ZLWKRXW VLJQLŬFDQW ULVNV RU LQYHVWPHQW� RU UHTXHVW DQ H[WHQVLRQ LI PRUH 

time is needed to determine the viability of the service. This approach provided some regulatory oversight 

WR D ŬHOG WKDW LV PRYLQJ IDVWHU WKDQ UHJXODWRUV FDQ NHHS XS ZLWK� 

 

The CMA approved the Financial Technology Experimental Permit Instructions on 10th January 2018 to 

regulate the provision of FinTech products and services in the capital market and support FinTech projects. 

,Q )HEUXDU\ ����� WKH &0$ EHJDQ DFFHSWLQJ DSSOLFDWLRQV IRU WKH ŬUVW EDWFK RI SHUPLWV WR H[SHULPHQW ZLWK 

)LQ7HFK� ,Q -XO\ ����� WKH &0$ JUDQWHG WKH ŬUVW WZR SHUPLWV WR FRPSDQLHV WR WHVW WKHLU FROOHFWLYH RZQHUVKLS 

ŬQDQFLQJ VHUYLFHV WKURXJK DQ HOHFWURQLF SRUWDO RZQHG DQG VXSHUYLVHG E\ WKH FRPSDQ\� 7KH SXUSRVH RI WKHVH 

permits is to allow licensed companies to experiment with their FinTech products and services. 

In October 2018, the CMA formed the FinTech Lab Committee to assist FinTech projects in the capital market. 

The Committee has a range of responsibilities, including reviewing and evaluating FinTech applications, helping 

applicants understand regulatory requirements, supervising companies granted permission to experiment 

with FinTech, and monitoring compliance with regulations as well as potential risks. The Committee also 

works on developing regulatory concepts for FinTech and participates in educational campaigns, workshops, 

VHPLQDUV� DQG SHULRGLF SXEOLFDWLRQV UHODWHG WR )LQ7HFK� %\ WKH HQG RI ����� �� FRPSDQLHV KDG UHFHLYHG 

permission to experiment with FinTech in securities business, including a variety of services such as 

FROOHFWLYH RZQHUVKLS ŬQDQFLQJ� DXWRPDWHG DGYLVRU VHUYLFHV� DQG WKH XVH RI GLVWULEXWHG OHGJHU WHFKQRORJ\ 

(DLT) for securities issuance and preservation, as well as offering and investing in debt instruments. 
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'XULQJ WKH )LQDQFLDO 6HFWRU &RQIHUHQFH RQ ��WK $SULO ����� 7KHLU ([FHOOHQFLHV $KPDG $O�.KROLIH\� 6$0$ 

Governor, and Mohammed Abdullah Elkuwaiz, CMA Chairman, signed a Memorandum of Understanding (MoU) 

to establish the Saudi FinTech Centre in partnership with the King Abdullah Financial Centre. The centre 

VHUYHV DV D KXE IRU WKRVH LQWHUHVWHG LQ ŬQDQFLDO WHFKQRORJLHV�   VXFK DV HQWUHSUHQHXUV DQG 60(V� WR GHVLJQ 

innovative solutions and models by providing collaborative workspaces, technical labs in partnership with 

leading companies and actors in the sector, and business accelerator and incubator programs. 

The centre focuses on the growth of the FinTech sector, regardless of whether it falls under the jurisdiction 

of SAMA or the CMA, to ensure that entrepreneurs do not fall between the two entities.  

18.3.4 Launching the Derivatives Market 
MSCI Tadawul 30 (MT30) Index is a collaboration between Tadawul and MSCI, a global provider of index 

VHUYLFHV� ,W ZDV FUHDWHG WR VHUYH DV WKH EDVLV IRU ŬQDQFLDO SURGXFWV VXFK DV GHULYDWLYHV DQG (7)V� 7KH 07�� 

,QGH[ WDUJHWV WKH WRS �� VHFXULWLHV RI 06&, 6DXGL $UDELD ,0, ,QGH[ EDVHG RQ IUHH ŭRDW PDUNHW FDS� DOORZLQJ 

the number of constituents to range between 25 and 35. The maximum security weight is capped at 15%. 

7KH 07�� ,QGH[ ZDV ODXQFKHG RQ �WK 'HFHPEHU ���� DQG ZDV FDOFXODWHG UHWURVSHFWLYHO\ IRU D SHULRG RI ŬYH 

\HDUV RQ D EDVH GDWH RI ��WK 1RYHPEHU ����� ZLWK D EDVH YDOXH RI ����� SRLQWV� 7KH ,QGH[ LV SULPDULO\ XVHG 

as an alternative benchmark for the Saudi equity market. 

Tadawul introduced the Saudi Futures 30 (SF30) Index Futures Contract, based on the MT30 on 30th August 

����� PDUNLQJ WKH ODXQFK RI WKH .LQJGRP
V ŬUVW H[FKDQJH�WUDGHG GHULYDWLYHV PDUNHW� *ROGPDQ 6DFKV 6DXGL 

Arabia has been granted membership to Tadawul and has the authority to provide brokerage services for 

derivatives trading and act as both a principal and an agent in the new market. Tadawul intends to roll out 

other derivative products and services in the future. The total value of derivative contracts traded amounted 

WR 6$5 ����� WKRXVDQG E\ WKH HQG RI ����� 
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Chapter 19: Investor Protection and Capacity-
Building

Protecting investors has always been a top priority for the CMA as per the Capital Market Law. Since its 

inception, the CMA has implemented various measures, even indirectly, to safeguard the rights of investors. 

Initially, it focused on creating a fair market and reducing risks through the issuance of implementing 

UHJXODWLRQV� ,W DOVR SURYLGHG D SODWIRUP IRU LQYHVWRUV WR ŬOH FRPSODLQWV DQG WDNH OHJDO DFWLRQ DJDLQVW YLRODWRUV� 

In subsequent years, the CMA introduced an automated complaint system, a call centre, and an electronic 

investor protection system. It also approved class action lawsuits and launched the investor rights document 

to further support the rights of investors.  

Protecting investors' rights goes beyond just having legal and legislative protections in place. It also requires 

investors to be knowledgeable and informed about their rights, so they can avoid being taken advantage of 

or falling victim to fraud. A famous saying states, "The law does not protect the fools." This saying has its 

roots in the story of an American man who, despite living in poverty, came up with a plan to make millions 

by placing an ad in the newspaper that read, "If you want to be rich, send a dollar to this mailbox". Seeing 

the small amount requested, many people were drawn in by “get-rich-quick” dream and sent in their dollars. 

However, when they realised they had been duped, they took the man to court and were met with the 

sarcastic response, "The law does not protect fools". This saying serves as a reminder for investors to be 

FDXWLRXV DQG WR EH OHJDOO\ SURWHFWHG� 7KH ���� EXEEOH VHUYHV DV D UHPLQGHU RI WKH ORVVHV WKDW FDQ RFFXU 

ZKHQ LQGLYLGXDOV DQG WKH PDUNHW DV D ZKROH ODFN ŬQDQFLDO DZDUHQHVV� 7R DGGUHVV WKLV LVVXH� HIIRUWV KDYH 

been made to increase awareness and build the capabilities of market participants, leading to the creation 

of the Financial Academy (FA). 

Phase Three / Part 5
Chapter 19 | Investor Protection and 

Capacity-Building



314

Market Story

Documentation of the Saudi Capital Market History

19.1 Evolution of Investor Protection 

19.1.1 Investor Protection System 
7KH ,QYHVWRU 3URWHFWLRQ 6\VWHP �(36�� ODXQFKHG E\ WKH &0$ LQ ����� DLPV WR LPSURYH WKH VSHHG DQG HIŬFLHQF\ 

of processing and resolving complaints and reports through an electronic system that connects the CMA 

with all market participants (including plaintiffs, authorised persons, Tadawul, Securities Depository Centre 

Company (Edaa), listed companies, and the General Secretariat of the Committee for Resolution of Securities 

Disputes (GS-CRSD).  

(36 DOORZV WKH FRPSODLQDQW WR EH HDVLO\ QRWLŬHG RI WKH ŬOLQJ RI WKHLU FRPSODLQW RU FODLP ZLWK &56'� HOLPLQDWLQJ 

WKH QHHG IRU D SDSHU QRWLŬFDWLRQ� 7KH FRPSODLQDQW FDQ SURFHHG WR FRQWDFW &56' GLUHFWO\ RQFH QRWLŬHG E\ 

text message or call from the employee handling their request. This has greatly streamlined the process 

for receiving and processing complaints, reduced the number of paper transactions related to complaints 

received by the CMA, and encouraged more citizens and investors to use electronic transactions. It has 

also provided an effective channel for investors to report issues. Table 4 shows the number of complaints 

UHFHLYHG� FODVVLŬHG E\ WRSLF� EHWZHHQ ���� DQG ����� 
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The number of received complaints by subject
Item/Year 2017 2018 2019 2020

Agreements and contracts between investors 
and brokers 23 35 55 ��

Services provided by authorised persons 77 70 475 �����

Investment portfolios 137 ��� 312 ���

Corporate governance ��� 441 ��� 1,241

Conducting unlicensed securities business 140 ��� ����� 1,008

Complaints outside CMA jurisdiction 72 �� 122 47

IPOs and priority rights ��� 144 ��� 252

Investment funds ��� 202 227 ���

Executing securities transactions 53 87 107 224

'LVWULEXWLQJ SURŬWV RI OLVWHG FRPSDQLHV 77 277 344 847

Compensation requests related to violations 
of laws and implementing regulations 134 318 2,048 ���

Total ����� 2,555 ����� �����

04 Number of Complaints Received, Classified by Topic. 

19.1.2 Class Action Lawsuit 
In November 2017, the Kingdom introduced amendments to the Dispute Resolution Regulations to include 

D VHFWLRQ RQ FODVV DFWLRQ ODZVXLWV IRU WKH ŬUVW WLPH LQ WKH FRXQWU\ DQG WKH UHJLRQ� 7KH JRDO ZDV WR VWUHDPOLQH 

litigation procedures for cases in which the plaintiff is a large group of people with shared legal issues 

and alleged facts, which is particularly relevant for joint-stock companies and their shareholders, as well as 

ŬQDQFLDO LQVWLWXWLRQV DQG WKHLU FOLHQWV� ,Q ����� WKH &DSLWDO 0DUNHW /DZ ZDV DPHQGHG WR LQFOXGH UHJXODWLRQ 

of class action lawsuits in securities disputes, providing a key tool for protecting investors. The amended 

Resolution of Securities Disputes Proceeding Regulations, as approved by the CMA Board, is illustrated in 

Document 103. 
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103 Approving the Amendment of the Dispute Resolution Regulations. 

Regulating class action lawsuits greatly enhanced the legal environment in the securities industry in the 

Kingdom, as it not only reduced investment risks but also streamlined the process for seeking compensation 

DQG UHGXFHG OLWLJDWLRQ FRVWV� ,Q ����� WKHUH ZHUH ����� UHTXHVWV WR MRLQ VXFK ODZVXLWV� 

$ FODVV DFWLRQ ODZVXLW ZDV ŬOHG DJDLQVW WKH %RDUG RI 'LUHFWRUV RI 0RKDPPDG $O�0RMLO *URXS �00*� LQ ���� 

GXULQJ WKH SXEOLF RIIHULQJ RI LWV VKDUHV� 7KLV ŬUVW�RI�LWV�NLQG FDVH PDUNHG D GHŬQLQJ SRLQW LQ WKH KLVWRU\ RI 

the capital market. To understand the events leading up to the lawsuit, let's provide some background on the 

Group and the violations that were made against it. 

00* ZDV IRXQGHG LQ WKH ����V DQG TXLFNO\ EHFDPH D OHDGLQJ FRPSDQ\ LQ WKH ŬHOGV RI FLYLO� PHFKDQLFDO� 

DQG HQJLQHHULQJ FRQWUDFWLQJ IRU WKH RLO� JDV� SHWURFKHPLFDO� DQG LURQ LQGXVWULHV� 2Q ��WK -XQH ����� WKH 

company was registered as a sole proprietorship in Dammam. On 3rd April 2007, MMG became a limited 

liability company, and on 22nd May 2007, its capital was increased to SAR 1 billion, divided into 100 million 

VKDUHV� 7KH FDSLWDO LQFUHDVH ZDV ŬQDQFHG WKURXJK UHWDLQHG HDUQLQJV DQG FUHGLW DFFRXQWV IURP WKH FRPSDQ\
V 

partners. On 10th November 2007, MMG was transformed into a joint-stock company by a ministerial 

resolution. 

Prior to 2008, MMG had completed several projects worth more than SAR 5.37 billion. The founding 

shareholders then decided to offer 30% of MMG's shares for public subscription. On 11th March 2008, 

the CMA Board approved the offering of 30% (or 30 million shares) of MMG shares for public subscription, 

provided that, of these shares, 70% (or 21 million shares) were reserved for investment funds and subscribing 

LQVWLWXWLRQV� ZKLOH WKH VXEVFULSWLRQ PDQDJHU UHWDLQHG WKH ULJKW WR UHGXFH WKLV DOORFDWLRQ WR ��� �RU � PLOOLRQ 
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shares). 

The subscription occurred from 3rd to 12th May 2008. During the fair pricing phase of the initial offering, the 

CMA used the book-building process to determine the value of the share at SAR 70 (SAR 10 nominal value 

DQG 6$5 �� VKDUH SUHPLXP� ZLWK D WRWDO YDOXH RI 6$5 ��� ELOOLRQ� 7KHUH ZHUH D ODUJH QXPEHU RI UHTXHVWV IRU 

shares submitted by investment institutions during the pricing process, which supported a higher price range 

and provided coverage equivalent to twice the entire subscription including both institutions and individuals. 

After the subscription process began, there was a surge in the number of individuals participating. As a 

UHVXOW� WKH VXEVFULSWLRQ PDQDJHU GHFLGHG WR LQFUHDVH WKH DOORFDWLRQ RI VKDUHV WR LQGLYLGXDOV IURP � PLOOLRQ WR 

21 million, which represents 70% of the total. This change was made at the expense of shares allocated to 

TXDOLŬHG LQYHVWPHQW LQVWLWXWLRQV DQG IXQGV� ZKLFK ZDV GHFUHDVHG IURP �� PLOOLRQ WR � PLOOLRQ VKDUHV� 

The subscription manager and underwriter for MMG shares announced that, at the end of the subscription 

period, approximately 2.8 million people had subscribed to MMG shares and paid a total of approximately SAR 

��� ELOOLRQ� 7KH FRYHUDJH UDWH RI VKDUHV DOORFDWHG WR LQGLYLGXDOV UHDFKHG ����� 00* ZDV OLVWHG RQ 7DGDZXO 

RQ ��WK 0D\ ����� 00* DOVR DQQRXQFHG LWV DXGLWHG DQQXDO ŬQDQFLDO UHVXOWV IRU WKH SHULRG IURP ZKHQ WKH 

JURXS FRQYHUWHG WR D MRLQW�VWRFN FRPSDQ\ XQWLO WKH HQG RI ����� VKRZLQJ D QHW SURŬW RI 6$5 ����� PLOOLRQ 

for the 14-month period. 

2Q ��WK 0DUFK ����� WKH &0$ DSSURYHG 00*
V UHTXHVW WR UDLVH LWV FDSLWDO E\ 6$5 ���� ELOOLRQ E\ RIIHULQJ RQH 

free share for every four shares owned by shareholders at the end of trading on the day of the Extraordinary 

*HQHUDO $VVHPEO\ �(*$�� 00* DQQRXQFHG LWV ŬQDQFLDO UHVXOWV DW WKH HQG RI ����� ZKLFK VKRZHG D ����� 

GHFUHDVH LQ QHW SURŬW FRPSDUHG WR WKH SUHYLRXV \HDU� 00* DWWULEXWHG WKLV GHFOLQH WR KLJKHU GLUHFW ODERXU FRVWV� 

increased use of materials, and depreciation, as well as the US mortgage crisis of 2008 and the resulting 

GHFOLQH LQ ŬQDQFLQJ� 00*
V SURŬWV EHJDQ WR GHFOLQH DQG LW UHJLVWHUHG ORVVHV VWDUWLQJ LQ ����� 

,Q 6HSWHPEHU ����� 00* SXEOLVKHG LWV SUHOLPLQDU\ ŬQDQFLDO UHVXOWV RQ 7DGDZXO ZHEVLWH� EXW LWV FKDUWHUHG 

DFFRXQWDQW GHFOLQHG WR FRPPHQW RQ WKH ŬJXUHV� 7KH VWDWHPHQWV LQGLFDWHG WKDW 00* LQFXUUHG ORVVHV RI 6$5 

������ PLOOLRQ IRU WKH ŬUVW ŬQDQFLDO SHULRG HQGLQJ LQ PLG������ UHVXOWLQJ LQ D GHŬFLW RI 6$5 ������ PLOOLRQ 
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LQ VKDUHKROGHU HTXLW\ DQG VLJQLŬFDQW ORVVHV IRU DURXQG ������ VKDUHKROGHUV� ,Q OLJKW RI WKLV� WKH &0$ %RDUG 

exercised its authority and decided to suspend trading of MMG's shares on Tadawul until the company could 

LPSURYH LWV ŬQDQFLDO FRQGLWLRQV� 

By the end of August 2014, MMG had accumulated losses of around SAR 2.7 billion, representing 215% of 

its paid-up capital. In response, MMG announced a restructuring plan to its shareholders, which included 

D ��� UHGXFWLRQ LQ LWV FDSLWDO� 7KLV LQYROYHG UHGXFLQJ WKH FDSLWDO IURP 6$5 ���� ELOOLRQ WR 6$5 ��� PLOOLRQ 

by decreasing the total number of MMG shares from 125 million to 12.5 million. Despite this plan, MMG 

FRQWLQXHG WR IDFH ŬQDQFLDO DQG RSHUDWLRQDO GLIŬFXOWLHV� OHDGLQJ WR WKH GHOLVWLQJ RI LWV VKDUHV RQ 7DGDZXO E\ 

CMA on 2nd May 2017. 

7KH 'LVSXWH 5HVROXWLRQ 5HJXODWLRQV HQDEOHG WKRVH ZKR ZHUH LPSDFWHG E\ 00*
V ORVVHV WR ŬOH D FODVV DFWLRQ 

ODZVXLW� $Q LQYHVWRU ŬOHG D FODVV DFWLRQ ODZVXLW DJDLQVW 00* %RDUG� FHUWDLQ VHQLRU H[HFXWLYHV� DQG DXGLWRUV IRU 

the violations committed on MMG shares during the public subscription process. These same defendants were 

convicted on 8th February 2017 by the Appeal Committee for the Resolution of Securities Disputes (ACRSD) 

of violating Capital Market Law and Market Code of Conduct by giving a false and misleading impression 

of the value of MMG shares during the public offering. GS-CRSD approved the request to register the case 

DQG DXWKRULVHG DQ\RQH ZKR VXEVFULEHG WR RU ERXJKW 00* VKDUHV EHIRUH WKH UHOHDVH RI LWV ŬUVW ŬQDQFLDO 

statements on 12th July 2008 and who were affected by these violations to join the class action lawsuit by 

VXEPLWWLQJ D UHTXHVW WR &56' ZLWKLQ �� GD\V RI WKH DQQRXQFHPHQW� ZKLFK ZDV PDGH RQ �WK )HEUXDU\ ����� 

In total, 1,025 investors joined the class suit. 

$&56' LVVXHG D ŬQDO GHFLVLRQ LQ WKLV ODZVXLW DQG RUGHUHG FRPSHQVDWLRQ IRU LQYHVWRUV LPSDFWHG E\ WKHVH 

violations. The compensation amount was based on the number of shares the injured party bought or 

VXEVFULEHG WR EHWZHHQ WKH WLPH RI VXEVFULSWLRQ DQG WKH SXEOLFDWLRQ RI 00*
V ŬUVW ŬQDQFLDO VWDWHPHQWV RQ 

12th July 2008, as the trading of MMG shares during this period was based on misleading information. The 

Committee calculated the value of the compensation by determining the difference between the subscription 

SULFH RI 6$5 �� SHU VKDUH DQG WKH ORZHVW HVWLPDWHG IDLU SULFH RI 6$5 �� SHU VKDUH� ZKLFK ZDV 6$5 ��� 7KLV 

class action lawsuit established a new precedent in the capital market and allowed those impacted to receive 

compensation for the damage they experienced due to these violations. 
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19.1.3 Investor Rights Document 
The CMA created a document in early 2018 outlining the basic rights of investors as stated in the Capital 

Market Law and the CMA's Implementing Regulations in an effort to clarify and consolidate these rights, 

to help investors better understand their rights, and to make it easier for them to assert these rights if 

QHFHVVDU\� 7KH GRFXPHQW ZDV GHVLJQHG WR EH ŭH[LEOH DQG VXEMHFW WR RQJRLQJ GHYHORSPHQW� 3ULRU WR LWV 

creation, the rights of investors were scattered across various regulations, which may have caused confusion 

DQG PDGH LW GLIŬFXOW IRU WKHP WR XQGHUVWDQG WKHLU OHJDO ULJKWV� 

7KH ,QYHVWRU 5LJKWV 'RFXPHQW ZDV LVVXHG RQ ��UG 2FWREHU ���� WR LQIRUP LQYHVWRUV DQG SDUWLFLSDQWV LQ 

the capital market about their rights under the Capital Market Law and its Implementing Regulations, to 

HQDEOH WKHP WR DFWLYHO\ SDUWLFLSDWH LQ LWV GHYHORSPHQW� DQG WR SURPRWH FRQŬGHQFH LQ WKH FDSLWDO PDUNHW 

35 The Cover of the Investor Rights Document.

(Image 35). The document also provides 

information on how to claim these rights, 

which is often the cause of complaints and 

disputes. The document stems from the 

CMA’s belief that investors and participants in 

WKH FDSLWDO PDUNHW DUH WKH ŬUVW OLQH RI GHIHQFH 

for protecting the capital market from unfair 

or improper practices. 

19.1.4 CRSD E-System
The judicial committees originally relied 

heavily on paperwork, which was time-

FRQVXPLQJ DQG LQHIŬFLHQW� $GRSWLRQ RI 

technology improved the work of the 

committees. The CMA sought to provide the 

committees with laws that would support 

their mission. In October 2018, GS-CRSD 

introduced the Investor Protection System 

(EPS) to streamline litigation processes and 
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LPSURYH WKH HIŬFLHQF\ DQG VSHHG RI WUDQVDFWLRQV� 7KLV ZDV FRPELQHG ZLWK QHZ HOHFWURQLF VHUYLFHV IRU ŬOLQJ 

and recording cases with the committees, as part of the CMA's efforts to promote transparency in securities 

WUDQVDFWLRQV DQG EXLOG FRQŬGHQFH LQ WKH FDSLWDO PDUNHW� 

7KH ŬUVW SKDVH RI (36 VWUHDPOLQHG WKH SURFHVV RI ŬOLQJ DQG UHYLHZLQJ ODZVXLWV LQ SUHSDUDWLRQ IRU WKHLU 

registration and hearing before committees. It connected all parties involved in a case (plaintiff, defendant, and 

adjudication committees) electronically and kept them informed of all details, requests, and memorandums 

related to the case while eliminating the need for in-person visits to committee headquarters. EPS was 

created by GS-CRSD to expedite litigation procedures and allow parties to easily access any developments 

in their case electronically.  

,Q LWV FXUUHQW SKDVH� (36 RIIHUV VHUYLFHV VXFK DV ŬOLQJ DQG UHJLVWHULQJ ODZVXLWV ZLWK &56'� QRWLI\LQJ OLWLJDQWV� 

exchanging notes between parties electronically, reviewing documents submitted by litigants, and reviewing 

directives and instructions issued by the case reviewer, as well as his time limits for responses and defences. 

(36 DOVR SURYLGHV QRWLŬFDWLRQ RI VHVVLRQ GDWHV� SUHVHQWV WKH VFKHGXOH RI FDVH KHDULQJV� DQG FRPPXQLFDWHV 

decisions made by CRSD. 

These improvements have resulted in a reduction of the average litigation period to 10 months, down from 

�� PRQWKV DW WKH VWDUW RI (36 LPSOHPHQWDWLRQ� 7KH &0$ DLPHG WR IXUWKHU UHGXFH WKH OLWLJDWLRQ SHULRG WR 

seven months in 2021. In addition, GS-CRSD has introduced the option for remote hearing sessions, with the 

ŬUVW VXFK VHVVLRQ KHOG RQ 6XQGD\ ��WK $SULO ����� 

19.1.5 Investor Protection Association 
7KH ,QYHVWRU 3URWHFWLRQ $VVRFLDWLRQ �,3$� ZDV IRXQGHG IRU WKH ŬUVW WLPH LQ 2FWREHU ���� ZLWK WKH JRDO RI 

protecting investors by educating them about their rights and advocating for their interests. To achieve 

this, IPA analyses and evaluates laws, regulations, policies, and legislation that affect investors and makes 

recommendations to relevant authorities. IPA also works closely with regulatory and supervisory entities 

to identify and address any unethical or suspicious practices in the management of listed companies in the 

capital market. In addition, IPA may report any infringements of investors' rights and interests to supervisory 

and regulatory entities and provide legal assistance and advice to its members and individual investors 
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seeking to hold accountable those who have violated their rights. 

The Kingdom’s endeavours to protect the rights of investors led to an improvement in its ranking on the Ease 

RI 'RLQJ %XVLQHVV ,QGH[ IRU ����� $FFRUGLQJ WR WKH :RUOG %DQN
V (DVH RI 'RLQJ %XVLQHVV UHSRUW� WKH .LQJGRP 

UDQNHG WKLUG JOREDOO\ RQ WKH 0LQRULW\ ,QYHVWRU 3URWHFWLRQ ,QGH[� ZLWK D WRWDO VFRUH RI �� SRLQWV� 7KLV LV D 

VLJQLŬFDQW LPSURYHPHQW IURP LWV UDQNLQJ RI VHYHQWHHQWK LQ ���� DQG VHYHQWK LQ ����� ,WV SHUIRUPDQFH LV RQ 

par with that of New Zealand and Singapore, which are known for their favourable business environments. 

The ranking of economies on the strength of minority investor protections is determined based on scores 

WKDW DUH WKH VXP RI WKH FRQŭLFW RI LQWHUHVW UHJXODWLRQ LQGH[ DQG WKH VKDUHKROGHU JRYHUQDQFH LQGH[� 

19.2 Improving Skills and Abilities of Capital Market Employees 

,Q ����� WKH -DGDUDW SURMHFW ZDV ODXQFKHG LQ FROODERUDWLRQ ZLWK :LOOLV 7RZHUV :DWVRQ WR HQKDQFH WKH 

professional capabilities of capital market employees. This project focuses on creating tailored training 

solutions and professional assessments based on market demands, as well as reviewing and updating the 

technical and behavioural skills required in the capital market sector. To achieve this, experts and specialists 

LQ WKH ŬHOG SDUWLFLSDWHG LQ VSHFLDOLVHG WHFKQLFDO ZRUNVKRSV IRU HDFK VHFWRU� ZLWK WKH DLP RI LGHQWLI\LQJ VNLOOV 

WKDW DUH UHOHYDQW WR WKH ŬQDQFLDO VHFWRU DQG FDQ EH LPSOHPHQWHG LQ SUDFWLFH� 

19.3 The Financial Academy (FA)  

7KH )LQDQFLDO $FDGHP\ �)$� KDV JUHDWO\ DLGHG WKH GHYHORSPHQW RI ŬQDQFLDO DZDUHQHVV DQG WKH TXDOLŬFDWLRQ 

RI SURIHVVLRQDOV LQ WKH ŬQDQFLDO VHFWRU LQ WKH .LQJGRP� 6$0$ ŬUVW HVWDEOLVKHG WKH ,QVWLWXWH RI %DQNLQJ 

7UDLQLQJ LQ ���� WR SURYLGH WKHRUHWLFDO DQG SUDFWLFDO WUDLQLQJ WR FLWL]HQV ZRUNLQJ LQ WKH EDQNLQJ LQGXVWU\ RU 

seeking to enter it. In addition to its original focus on banking, the Institute has also offered daytime and 

evening courses in English, secretarial work, typing and computer literacy. 

SAMA oversaw the Institute of Banking Training and supported it to achieve its mission and goals. As part 

of this support, SAMA funded scholarships for outstanding students to train at central and commercial banks 

DQG FRPSOHWH XQLYHUVLW\ VWXGLHV DEURDG� ,Q ����� WKH ,QVWLWXWH ZDV UHQDPHG WKH ,QVWLWXWH RI %DQNLQJ DQG 
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began offering a range of diplomas and qualifying exams, including the Financial Planning Diploma and 

WKH ,QVXUDQFH 'LSORPD� IRU WKH ŬUVW WLPH LQ WKH .LQJGRP� :KHQ 7(6 ZDV ODXQFKHG LQ ����� WKH ,QVWLWXWH 

GHVLJQHG H[DPV WR TXDOLI\ ŬQDQFLDO EURNHUV WR ZRUN RQ WKH V\VWHP� $IWHU WKH HVWDEOLVKPHQW RI WKH &0$ DQG 

the authorisation of brokerage activity in the country, the demand for Tadawul exams increased, and by the 

HQG RI ����� PRUH WKDQ ����� ŬQDQFLDO EURNHUV KDG WDNHQ WKH FHUWLŬFDWLRQ H[DP� 

7KH ,QVWLWXWH RI %DQNLQJ ZRUNHG GLOLJHQWO\ WR SURYLGH VSHFLDOLVHG ŬQDQFLDO HGXFDWLRQ DQG LPSURYH LWV VHUYLFHV 

WR WKH EDQNLQJ DQG ŬQDQFLDO LQGXVWULHV� +RZHYHU� DV WKH ŬQDQFLDO VHFWRU FRQWLQXHG WR JURZ DQG HYROYH� WKH 

Institute recognised that meeting the training needs of the sector would be a challenge. As a result, the 

,QVWLWXWH FRQGXFWHG D VWXG\ LQ ���� WR DVVHVV WKH QHHGV RI WKH HQWLUH ŬQDQFLDO VHFWRU DQG UHYLHZ LWV RZQ 

RSHUDWLRQDO PRGHO� 7KH ŬQGLQJV RI WKLV VWXG\ SURPSWHG WKH ,QVWLWXWH WR DGRSW D QHZ PLVVLRQ� VWUDWHJ\� DQG 

operating model in order to better serve the sector. It also changed its name from the Institute of Banking to 

WKH )LQDQFLDO ,QVWLWXWH WR UHŭHFW WKH EURDGHU VFRSH RI LWV VHUYLFHV� ZKLFK QRZ LQFOXGHG WKH LQVXUDQFH� PRQH\ 

PDUNHW� DQG ŬQDQFH LQGXVWULHV LQ DGGLWLRQ WR WKH EDQNLQJ VHFWRU� 7KH ,QVWLWXWH DOVR EHJDQ FROODERUDWLQJ ZLWK 

WKH &0$� ZKLFK VRXJKW WR LPSURYH WKH FDSDELOLWLHV RI ŬQDQFLDO VHFWRU HPSOR\HHV E\ VXSSRUWLQJ WUDLQLQJ DQG 

TXDOLŬFDWLRQ SURJUDPPHV DQG DOVR KDG VLJQLŬFDQW H[SHULHQFH LQ SURIHVVLRQDO H[DPV� ,Q DGGLWLRQ WR LWV RZQ 

training programmes, the Institute now also administers the CMA and Tadawul standard exams. 

In parallel with these efforts, the CMA collaborated with SAMA on a joint project that culminated in the 

VLJQLQJ RI D PHPRUDQGXP RI XQGHUVWDQGLQJ LQ ���� WR HVWDEOLVK D ŬQDQFLDO DFDGHP\� 0U� $EGXOODK $EGXOTDGHU 

Shibatalhamd, CMA Deputy Assistant for Corporate Resources, narrates the history of this endeavour: Despite 

LQLWLDO GLIŬFXOWLHV DQG VHWEDFNV DQG VHYHUDO DWWHPSWV DW UHYLYDO� WKH &0$ UHYLVLWHG WKH SURMHFW LQ ���� DQG 

determined that it was necessary and overdue, recommending the establishment of an academy specialised 

in capital market activities. However, it was ultimately placed on the backburner due to other prioritised 

initiatives by the CMA.  

In 2017, the introduction of Saudi Vision 2030 and the National Transformation Programme revitalised hope 

for the establishment of FA, which had long been a goal for both the CMA and SAMA. This initiative, which 

DLPHG WR GHYHORS WKH ŬQDQFLDO VHFWRU� SURJUHVVHG IURP DQ DVSLUDWLRQ WR D QDWLRQDO SURMHFW WKDW ZDV EHLQJ 

FORVHO\ PRQLWRUHG E\ JRYHUQPHQW RIŬFHV� 7KH FRQGLWLRQV ZHUH QRZ IDYRXUDEOH WR PRYH IRUZDUG ZLWK WKH 
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project, and there was no longer any possibility of halting or reversing its progress. 

*UDQWLQJ DGPLQLVWUDWLYH DQG ŬQDQFLDO DXWRQRP\ WR WKLV QHZ HQWLW\ KDG WR EH EURXJKW EHIRUH WKH &RXQFLO RI 

Ministers for approval. Both parties then took steps to organise, draft the proposal, review it legally, and 

submit it to the Council of Ministers. On 14th April 2020, the Council of Ministers approved the establishment 

RI )$ �,PDJH ��� DQG RUJDQLVDWLRQDO DUUDQJHPHQWV� 7KLV DSSURYDO E\ WKH &RXQFLO RI 0LQLVWHUV VKRZFDVHV WKH 

6DXGL OHDGHUVKLSńV GHGLFDWLRQ WR DGYDQFLQJ WKH ŬQDQFLDO LQGXVWU\ LQ WKH .LQJGRP DQG IRVWHULQJ LWV JURZWK 

and outputs. 

The decision made by the Council of Ministers also included the organisational arrangements, which stated 

WKDW )$ ZRXOG KDYH LWV RZQ OHJDO LGHQWLW\� DQG ŬQDQFLDO DQG DGPLQLVWUDWLYH DXWRQRP\� DQG EH DIŬOLDWHG ZLWK 

WKH &0$ &KDLUPDQ� )$ńV JRDO LV WR WUDLQ DQG GHYHORS KXPDQ UHVRXUFHV LQ WKH ŬQDQFLDO VHFWRU E\ HQKDQFLQJ WKH 

knowledge, abilities, skills, and culture of employees, including administrative leaders and board members 

RI LQVWLWXWLRQV ZLWKLQ WKH VHFWRU� DQG SURPRWLQJ EHVW SUDFWLFHV LQ WKH ŬHOG� )$
V ŬQDQFLDO UHVRXUFHV FRPH 

from contributions from SAMA and the CMA, and fees for services and projects, as well as gifts, donations, 

grants, bequests, endowments, investments, and any other sources approved by the Council of Ministers that 

comply with all laws and regulations. 

Also according to the organisational arrangements, FA must be governed by a board of trustees, led by the 

CMA Chairman. The board must include two representatives from SAMA, one of whom serves as Vice Chairman 

DQG LV QRPLQDWHG E\ 6$0$ńV *RYHUQRU� D UHSUHVHQWDWLYH IURP WKH &0$� DQG ŬYH VSHFLDOLVWV ZLWK UHOHYDQW 

H[SHUWLVH LQ ŬHOGV UHODWHG WR )$ńV PLVVLRQ ZKR DUH QRW DIŬOLDWHG ZLWK 6$0$ RU WKH &0$� 7KH DSSRLQWPHQW RI 

members to the board is made by a decision from the CMA Chairman. The term of service for board members 

is three years, with the possibility of a one-time renewal. 

On 18th May 2020, His Excellency CMA Chairman and Chairman of FA’s Board of Trustees, Mr. Mohammed 

Abdullah Elkuwaiz, announced the appointment of the members of FA’s Board of Trustees. The   appointees 

included Dr. Fahad Abdullah Aldossari as Vice Chairman and SAMA representative, Dr. Abdulrahman 

Abdulmohsen Al-Khalaf as a member, Mr. Tareg Abdulrahman Al-Sadhan as a member, Mr. Tariq Ziyad Al-

6XGDLU\ DV D PHPEHU� 0U� 7DO +LVKDP 1D]HU DV D PHPEHU� 0U� $O�:DOLG $EGXO�5D]]DT $O�'XUDLDDQ DV D PHPEHU� 
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with leading international training entities. Despite being a relatively new institution, FA has already trained 

hundreds of individuals to a high standard. Regarding testing, FA conducts professional licensing exams 

as required by SAMA and the CMA, and also oversees the development and administration of tests by the 

'HSDUWPHQW RI 3URIHVVLRQDO 6WDQGDUGV DQG 4XDOLŬFDWLRQV� )$ ZRUNV ZLWK ORFDO� UHJLRQDO� DQG LQWHUQDWLRQDO 

H[SHUWV ZKR VSHFLDOLVH LQ GHVLJQLQJ DQG SURGXFLQJ SURIHVVLRQDO H[DPV IRU WKH ŬQDQFLDO VHUYLFHV VHFWRU� 

LQFOXGLQJ WKH EDQNLQJ� ŬQDQFH� LQVXUDQFH� DQG PRQH\ PDUNHW LQGXVWULHV� $GGLWLRQDOO\� )$ FROODERUDWHV ZLWK 

regulatory bodies in the Kingdom to align local professional exams with their international equivalents, and 

aims to host and implement international exams through international expert organisations.” 

ņ7KH QH[W DUHD RI IRFXV LV VFLHQWLŬF DQG UHVHDUFK HQGHDYRXUV� ZKLFK DUH FXUUHQWO\ EHLQJ GHYHORSHG� ,W LV 

anticipated that FA will collaborate with leading research centres to produce working papers and specialised 

VWXGLHV WKDW ZLOO DLG LQ WKH H[SDQVLRQ RI NQRZOHGJH DQG LPSURYHPHQW RI ŬQDQFLDO H[SHUWLVH� /DVWO\� ZH 

36 The Financial Academy. 

Mr. Abdullah Abdulqader Shibatalhamd as 

a member and CMA representative, and Mr. 

Turki Dhaif Allah Al-Mutairi as a member and 

SAMA representative.  

Mr. Abdullah Abdulqader Shibatalhamd, a 

CMA representative serving on FA’s Board 

of Trustees highlighted FA’s expanding role. 

“FA's responsibilities include four key areas: 

WUDLQLQJ� WHVWLQJ� VFLHQWLŬF DQG UHVHDUFK 

endeavours, and supporting government 

employees. In terms of training, FA offers a 

UDQJH RI VSHFLDOLVHG FRXUVHV LQ WKH ŬQDQFLDO 

sector, including capital market, banking, 

LQVXUDQFH� DQG ŬQDQFH�Ň  

“To provide these courses, FA collaborates 
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DGGUHVV WKH IRXUWK DUHD RI SURYLGLQJ DVVLVWDQFH WR ŬQDQFLDO VHFWRU HPSOR\HHV ZLWKLQ JRYHUQPHQW HQWLWLHV 

such as the Ministry of Finance, SAMA, the CMA, and the Zakat, Tax, and Customs Authority, among others, 

to train specialised professionals with a high level of competence in handling this crucial and delicate sector.”  

7KH IROORZLQJ LQIRJUDSKLF �)LJXUH ��� LOOXVWUDWHV WKH VLJQLŬFDQW PLOHVWRQHV IURP WKH HVWDEOLVKPHQW RI WKH 

,QVWLWXWH RI %DQNLQJ LQ ���� WR WKH )LQDQFLDO $FDGHP\ �)$� LQ ����� 
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48 Significant milestones in FA history.
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Chapter 20:  Accession to International Indices 

The Saudi capital market, like other markets, aspires to join major global indices and increase its appeal to 

international markets. As the Kingdom strives to become the leading market in the Middle East, it has taken 

steps to overcome any issues preventing it from meeting the requirements for inclusion in these indices. 

The inclusion of the Saudi stock market index in the emerging markets index of the International Finance 

&RUSRUDWLRQ �,)&�� D PHPEHU RI WKH :RUOG %DQN *URXS� RQ ��WK $SULO ���� ZDV D VLJQLŬFDQW DFKLHYHPHQW IRU 

WKH PDUNHW� :LWK RQJRLQJ GHYHORSPHQWV LQ WKH 6DXGL FDSLWDO PDUNHW� LW DVSLUHG WR FRQWLQXH WR SURJUHVV DQG 

eventually join some of the most prominent global market indices. 

20.1 Accession to Global Indices 

20.1.1 Rationale for Accession 
7KH LQFOXVLRQ RI 6DXGL $UDELD
V FDSLWDO PDUNHW LQ JOREDO LQGLFHV LV D VLJQLŬFDQW DFKLHYHPHQW WKDW UHŭHFWV 

FRQŬGHQFH LQ WKH VWDELOLW\ DQG SRWHQWLDO RI WKH FRXQWU\
V HFRQRP\ DQG LWV FDSLWDO PDUNHWV� 7KLV PRYH EULQJV 

VHYHUDO NH\ EHQHŬWV WR WKH PDUNHW� VXFK DV SURPRWLQJ VWDELOLW\ DQG HIŬFLHQF\ E\ HQFRXUDJLQJ LQVWLWXWLRQDO 

investment in the Saudi capital market and increasing the market's attractiveness and liquidity to both 

foreign and local investors. This attracts new segments of investors, and the possibility of dual listing, in 

addition to a high level of free shares, which is a requirement for joining the indices. 

Furthermore, the increased liquidity in the market provides a greater incentive for the government to privatise 

state-owned companies and list them on the capital market. Joining global indices also means integrating 

with advanced global markets and staying up-to-date with their developments. It also draws global attention 

to and promotes investment in the Kingdom's economy and investment products, as well as increasing 

transparency and reducing information discrepancy among investors and companies by encouraging the 

development of investment products that require a package of market information, such as ETFs, and making 

FRPSDQ\ DQG PDUNHW UHSRUWV DYDLODEOH LQ (QJOLVK� WKHUHE\ LQFUHDVLQJ JOREDO FRYHUDJH E\ ŬQDQFLDO DQDO\VWV� 
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,Q DGGLWLRQ WR WKHVH EHQHŬWV� WKH LQFOXVLRQ RI WKH 6DXGL FDSLWDO PDUNHW LQ JOREDO LQGLFHV DOVR FRQWULEXWHV WR 

the ongoing development of the investment environment and legal frameworks for the capital market (as 

this is one of the requirements for remaining in these indices). By meeting these requirements, the market 

will also see improved performance of authorised parties, increased participation of experienced investors in 

general assemblies, a higher level and number of studies published on listed companies, and fair valuations 

of share prices within these indices. 

20.1.2 Requirements of Accession 
7KH UHTXLUHPHQWV IRU JOREDO LQGLFHV DUH VLPLODU� ZLWK 0RUJDQ 6WDQOH\ LQGLFHV EHLQJ DPRQJ WKH PRVW VLJQLŬFDQW 

GXH WR WKH ODUJH VL]H RI DVVHWV WKH\ WDUJHW FRPSDUHG WR RWKHU JOREDO LQGLFHV� 06&, 0DUNHW &ODVVLŬFDWLRQ 

Framework uses three criteria: economic development, size and liquidity, and market accessibility. For a 

PDUNHW WR EH FODVVLŬHG ZLWKLQ D VSHFLŬF LQYHVWPHQW XQLYHUVH� LW PXVW PHHW WKH UHTXLUHPHQWV RI DOO WKUHH 

FULWHULD� FODVVLŬHG LQWR IURQWLHU� HPHUJLQJ� DQG GHYHORSHG� 

The FTSE Russell Index established a process for assessing the markets that are eligible for inclusion in 

WKH LQGH[� 7KLV SURFHVV LV DQFKRUHG LQ VSHFLŬF FULWHULD XVHG WR REMHFWLYHO\ HYDOXDWH DQG FRPSDUH PDUNHWV� 

To gather information, questionnaires are sent to capital markets and regulators. An evaluation advisory 

committee, using the established standards, conducts the assessment. Markets that are close to meeting 

the standards are placed on a watch list, which allows investors to anticipate future changes. These markets 

must remain on the watch list for at least one year before they can be included in the index. 

20.1.3 Stages to becoming part of global indices 
The process of becoming a part of global indices involves multiple steps, beginning with the decision to be 

DGGHG WR WKH ZDWFK OLVW� ,W W\SLFDOO\ WDNHV WKUHH WR ŬYH \HDUV WR SURJUHVV IURP EHLQJ SODFHG RQ WKH ZDWFK 

OLVW WR EHLQJ DFFHSWHG LQWR WKH LQGH[� %HLQJ RQ WKH ZDWFK OLVW VLJQLŬHV WKDW D PDUNHW PHHWV WKH PLQLPXP 

requirements and is continuing to improve on them. Following this comes the phase of being included in 

WKH LQGH[� ZLWK D Ŭ[HG SHULRG RI �� PRQWKV IRU DOO PDUNHWV� GXULQJ ZKLFK IRUHLJQ LQYHVWRUV FDQ HVWDEOLVK 

portfolios and formulate their investment plan. 
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20.1.4 Pre-Accession 
7DGDZXO &(2 .KDOLG $O�+XVVDQ GHWDLOV WKH MRXUQH\ WR MRLQLQJ JOREDO LQGLFHV� H[SODLQLQJ WKDW WKH ŬUVW FKDOOHQJH 

faced by the capital market was coordinating the opening of the market to foreign investors, which required 

both amending the legislative system and addressing operational matters. The process of opening the 

market to foreigners was not sudden, but rather the result of gradual changes. The biggest challenge was 

not just opening the market, but ensuring its success in attracting foreign investment. 

The Saudi market's entry into global indices was delayed due to a lack of market readiness. However, with 

reassurance about legislative and operational aspects, the CMA and Tadawul collaborated on a phased 

strategy. The key element of this strategy was to fully understand the accession requirements, which were 

crucial to the success of the entry. This was followed by implementing necessary legislative and operational 

changes over a period of months, many of which were conducted outside of the Kingdom. As part of this 

SURFHVV� VWDNHKROGHUV VXFK DV LQYHVWRUV� FXVWRGLDQV� EURNHUDJH ŬUPV� DQG LQGH[ GHYHORSHUV ZHUH FRQVXOWHG WR 

discuss and implement the necessary changes to meet global index inclusion criteria. 

6LJQLŬFDQW SURJUHVV ZDV PDGH RYHU WKH \HDUV LQ WKH 6DXGL FDSLWDO PDUNHW� DOORZLQJ LW WR PHHW WKH UHTXLUHPHQWV 

for inclusion in global indices. This includes shortening the settlement cycle for securities transactions to 

two business days after the trade date (T+2), aligning with global best practices, as well as dropping the cash 

SUH�IXQGLQJ UHTXLUHPHQW IRU VSHFLŬF LQYHVWRUV WR EULQJ WUDGLQJ SUDFWLFHV LQ OLQH ZLWK LQWHUQDWLRQDO VWDQGDUGV� 

and streamlining procedures for institutional investors. 

The introduction of fail management controls offered by SDC (Edaa) for executing brokers to cover securities 

shortages was among the achievements. These controls include transferring securities from the principal 

account, borrowing securities via securities borrowing and lending, buying securities on the open market, 

or optional purchase deals. A delivery versus payment (DvP) model was introduced wherein the delivery of 

securities occurs only if the corresponding payment occurs, in accordance with laws in force in the Kingdom 

and with the goal of increasing the level of protection for investor transactions. 

6DXGL $UDELD RSHQHG LWV FDSLWDO PDUNHW WR TXDOLŬHG IRUHLJQ LQYHVWRUV WR EURDGHQ WKH IRUHLJQ LQYHVWPHQW EDVH 

in the market, marking a major market transformation. This included allowing foreign investors to subscribe 
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to Saudi companies, a step instituted in January 2017. Changes to the independent custody model were 

LPSOHPHQWHG WR VXSSRUW WKLV PRYH DQG HQDEOH FXVWRGLDQV WR UHMHFW XQFRQŬUPHG WUDGHV H[HFXWHG E\ WKH 

executing brokers. Borrowing and lending of securities, as well as covered short-selling, were allowed to 

improve trading and provide new investment opportunities for market participants both locally and globally. 

Additionally, an independent custody service was developed to provide institutional investors with better 

trading limits. As a result, new laws were put in place to reduce risks associated with settlement procedures 

for all market participants. 

20.1.5 Accession Success 
The efforts put in place by the Saudi capital market paid off and resulted in its successful inclusion in major 

global indices such as the FTSE Russell Index, MSCI Emerging Markets Index, and the FTSE EPRA Nareit 

Global Real Estate Index. 

20.1.5.1 FTSE Russell Index 
In 2015, the Saudi capital market was placed on the watch list of the FTSE Russell Index for secondary 

HPHUJLQJ PDUNHWV� IROORZLQJ WKH LQWURGXFWLRQ RI WKH 4XDOLŬHG )RUHLJQ ,QYHVWRUV 3URJUDP� ,W UHWDLQHG LWV 

SRVLWLRQ RQ WKH ZDWFK OLVW LQ ����� ,Q 2FWREHU ����� WKH )76( 5XVVHOO ,QGH[ FUHDWHG WKH )76( 6DXGL ,QFOXVLRQ� 

which serves as a tool for local and foreign investors to track the performance of the Saudi capital market 

through the Index. 

)76( 5XVVHOO EHJDQ LQFRUSRUDWLQJ 6DXGL GRPHVWLF VWRFNV LQWR LWV LQGLFHV VWDUWLQJ LQ 0DUFK ����� ,W FRPSOHWHG 

WKH SURFHVV RQ ��QG -XQH ����� 7KH LQFOXVLRQ SURFHVV RI 7DGDZXO ZDV FDUULHG RXW RYHU ŬYH SKDVHV� ZLWK WKH 

ŬUVW SKDVH LPSOHPHQWHG RQ ��WK 0DUFK ����� WKH VHFRQG SKDVH RQ �VW 0D\ ����� WKH WKLUG SKDVH RQ ��WK 

-XQH ����� DQG WKH IRXUWK SKDVH RQ ��UG 6HSWHPEHU ����� )76( 5XVVHOO GLYLGHG WKH ŬQDO SKDVH LQWR WZR 

WUDQFKHVłWKH ŬUVW ZLWK DQ LQFOXVLRQ IDFWRU RI ��� LPSOHPHQWHG RQ ��UG 0DUFK ���� DQG WKH VHFRQG ZLWK DQ 

inclusion factor of 75% completed on 22nd June 2020. 

)76(ńV VHPL�DQQXDO UHYLHZ RQ �WK 0DUFK ���� UHYHDOHG WKDW D WRWDO RI �� 6DXGL FRPSDQLHV KDG EHHQ DGGHG 

WR WKH LQGH[� ZLWK D PDUNHW YDOXH RI 6$5 ������ PLOOLRQ �86' ����� PLOOLRQ�� UHVXOWLQJ LQ D ZHLJKW RI ����� 

LQ WKH JOREDO LQGH[� 7DEOHV � DQG � VKRZV WKH SKDVHV RI LQFOXGLQJ WKH 6DXGL PDUNHW LQ WKH )76( 5XVVHOO ,QGH[ 
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Phase
Investment value Number of Traded 

Shares
Number of 

Transactions 
(thousand)(SAR billion) (SAR million)

Phase 1* 1.4 38.5 5.4

Phase 2 2.5  55.4 4.4

Phase 3 5.21 125.2 ���

Phase 4 ��� ����� ����

Phases Phase 1 Phase 2 Phase 3 Phase 4 Phase 5

Review 
date

18th March 
����

1st May 
����

5th June 
����

23rd 
September 
����

23rd March 
2020 June 2020

Phase Size %10 %15 %25 %25
%25

%25 %75

Total %10 %25 %50 %75 81.25 % 100 %

Value of 
inactive in-
vestments 
in SAR 
billion

1.8 2.7 4.5 4.5 1.12 3.38

05 Phases of Including the Saudi Market in the FTSE Russell Index. 

06 Transactions Carried out during the Phases of the Inclusion of the Saudi Market in the FTSE Russell Index. 

for secondary emerging markets. 

* Inflow of external funds associated with the FTSE and S&P Dow Jones Indices 

20.1.5.2 MSCI Index  
7KH 6DXGL FDSLWDO PDUNHW
V LQFOXVLRQ LQ 06&, ,QGH[ LV D VLJQLŬFDQW DFKLHYHPHQW� DV LW LV WKH VHFRQG JOREDO 

index that the market joined after the FTSE Group. The process of being added to MSCI Index began in   June 

2017 when the market was placed on the index watch list. MSCI, a global provider of indices, recognised the 
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efforts and developments made by the CMA and Tadawul in meeting international standards. On 20th June 

����� 06&, DQQRXQFHG WKDW 7DGDZXO KDG EHHQ DGGHG WR 06&, (PHUJLQJ 0DUNHWV ,QGH[� RIŬFLDOO\ FODVVLI\LQJ 

the Saudi capital market as an emerging market and making it the 25th country included in the index. This 

was a great step up for the Saudi market as prior to this it was considered an independent market with MSCI. 

7KH 6DXGL FDSLWDO PDUNHW ZDV DGGHG WR 06&, ,QGH[ LQ WZR SKDVHV� ZLWK WKH ŬUVW SKDVH WDNLQJ SODFH GXULQJ WKH 

VHPL�DQQXDO UHYLHZ RQ ��WK 0D\ ����� DQG WKH VHFRQG SKDVH GXULQJ WKH 4� UHYLHZ RQ ��WK $XJXVW ����� 

A total of 32 companies listed in the Saudi capital market were included in the index, increasing its market 

ZHLJKW WR ����� 7KLV DFKLHYHPHQW UHSUHVHQWV D VLJQLŬFDQW PLOHVWRQH LQ WKH GHYHORSPHQW RI WKH 6DXGL FDSLWDO 

market, improving its appeal to investors. 

20.1.5.3 FTSE EPRA Nareit Global Real Estate Index 
7KH FDSLWDO PDUNHW RI 6DXGL $UDELD VXFFHVVIXOO\ ODXQFKHG 5(,7V DQG OLVWHG WKH ŬUVW 5(,7 LQ ODWH ����� 2Q ��WK 

-XQH ����� 7DGDZXO DQQRXQFHG WKDW LW KDG EHHQ LQFOXGHG LQ WKH )76( (35$ 1DUHLW *OREDO 5HDO (VWDWH ,QGH[� 

which focuses on REITs and real estate companies. Similar to other global indices, a group of listed securities 

was chosen to be included in the index, which is periodically reviewed and announced on the FTSE EPRA 

Nareit Global Real Estate Index website. 

20.1.5.4 S&P Dow Jones Index 
The process of joining international indices continued as the global provider of indices, S&P Dow Jones, 

DQQRXQFHG LQ 6HSWHPEHU ���� WKDW 7DGDZXO ZRXOG EH XSJUDGHG WR DQ HPHUJLQJ PDUNHW VWDWXV� 7KLV XSJUDGH 

was a result of the tangible efforts and developments made by the Saudi capital market in increasing its 

DWWUDFWLYHQHVV DQG HIŬFLHQF\ ERWK GRPHVWLFDOO\ DQG LQWHUQDWLRQDOO\� 7KLV XSJUDGH PDGH FRPSDQLHV OLVWHG 

on Tadawul eligible to join several indices, including S&P Global BMI, S&P Global BMI Shariah, S&P/IFCI 

&RPSRVLWH� 'RZ -RQHV *OREDO ,QGH[� DQG 'RZ -RQHV ,VODPLF 0DUNHW :RUOG ,QGH[� 
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20.2 Global Competitiveness Indices 

The capital market's advancements, in conjunction with the economic entities within the government, played 

D UROH LQ HQKDQFLQJ WKH .LQJGRP
V VWDQGLQJ LQ JOREDO ŬQDQFLDO LQGLFHV� 

20.2.1 Global Competitiveness Index 
,Q ����� 6DXGL $UDELD PDGH LWV PRVW VLJQLŬFDQW SURJUHVV LQ VHYHQ \HDUV� DV UHSRUWHG E\ WKH :RUOG (FRQRPLF 

Forum's Global Competitiveness Report. The country ranked in the top 25% of countries on the Global 

Competitiveness Index, earning 70 points out of 100. This led to an improvement in its ranking, from 41st in 

����� WR ��WK LQ ����� DQG XOWLPDWHO\ ��WK RXW RI ��� FRXQWULHV LQ ����� 

The improvement in Saudi Arabia's ranking in corporate governance is responsible for this progress. 

6SHFLŬFDOO\� WKH FRXQWU\ńV UDQNLQJ LQ WKH VWUHQJWK RI DXGLWLQJ DQG DFFRXQWLQJ VWDQGDUGV LPSURYHG WR ��UG� 

LWV UDQNLQJ LQ PDQDJLQJ FRQŭLFWV RI LQWHUHVW LPSURYHG WR ��VW �XS WZR UDQNV�� DQG LWV UDQNLQJ LQ VKDUHKROGHU 

JRYHUQDQFH LPSURYHG WR �QG LQ WKH ZRUOG �XS WKUHH UDQNV�� $GGLWLRQDOO\� 6DXGL $UDELD PDGH VLJQLŬFDQW 

SURJUHVV LQ WKH DUHD RI ŬQDQFLQJ IRU 60(V DQG WKH DYDLODELOLW\ RI YHQWXUH FDSLWDO� ULVLQJ �� UDQNV WR UHDFK 

��WK DQG ��WK� UHVSHFWLYHO\� 

The capital market and other economic sectors in the country underwent a series of developments and 

PHDVXUHV LQ FRRSHUDWLRQ ZLWK UHJXODWRU\ HQWLWLHV� OHDGLQJ WR VLJQLŬFDQW SURJUHVV� 7KLV SURJUHVV UHVXOWHG LQ 

the Kingdom rising to the second rank in the world for shareholder governance, after previously occupying 

WKH ��WK UDQN LQ ����� KHQFH DFKLHYLQJ ŬUVW SODFH LQ WKH $UDE ZRUOG DQG VHFRQG LQ WKH *��� 7KH &0$ SOD\HG 

D NH\ UROH LQ WKLV LPSURYHPHQW� VSHFLŬFDOO\ WKURXJK WKH GHYHORSPHQW RI FRUSRUDWH JRYHUQDQFH UHJXODWLRQV 

for companies listed on the Saudi Stock Exchange. Additionally, the CMA made contributions in the area of 

ŬQDQFLQJ IRU 60(V DQG WKH DYDLODELOLW\ RI YHQWXUH FDSLWDO WKURXJK YDULRXV LQLWLDWLYHV� VXFK DV DXWKRULVLQJ 

companies to participate in the FinTech Lab. 

The Global Competitiveness Report showed the Kingdom's progress towards meeting the ambitious goals 

outlined in Saudi Vision 2030. These goals focus on improving the business and investment climate, 

increasing foreign direct investments, and aiming to be among the top 10 in the Global Competitiveness 

,QGH[ E\ ����� )LJXUH �� LOOXVWUDWHV WKH .LQJGRP
V UDQNLQJ LQ WKH *OREDO &RPSHWLWLYHQHVV 5HSRUW IURP ���� 

WR ����� 
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Saudi Arabia's ranking in the Global Competitiveness Report on capital 
markets from 2017 to 2019.
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49 Saudi Arabia's Ranking in the Global Competitiveness Report on Capital Markets from 2017 to 2019. 

20.2.2 Doing Business  
6DXGL $UDELD FDUULHG RXW D UHFRUG QXPEHU RI EXVLQHVV UHIRUPV LQ ����� HDUQLQJ WKH FRXQWU\ D WRS VSRW LQ 

WKLV \HDUńV WRS �� JOREDO EXVLQHVV FOLPDWH LPSURYHUV� DFFRUGLQJ WR WKH :RUOG %DQN *URXSńV 'RLQJ %XVLQHVV 

2020 report. The Kingdom implemented reforms in eight Doing Business areas, its busiest activity since the 

ODXQFK RI WKH VWXG\� 7KH FRXQWU\ SODFHG ��QG JOREDOO\ LQ HDVH RI GRLQJ EXVLQHVV UDQNLQJV ZLWK DQ RYHUDOO 

VFRUH RI ���� RXW RI ���� 

Saudi Arabia ranked third globally in the protection of minority shareholders, which measures the strength 

of minority shareholder protections against misuse of corporate assets by directors for their personal gain 

as well as shareholder rights, governance safeguards, and corporate transparency requirements. It scored 

the highest among both Arab and G20 countries, having advanced four places from its 2018 ranking due to 
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YDULRXV UHIRUPV� 7KH .LQJGRP VFRUHG �� LQ 'RLQJ %XVLQHVV� �� LQ WKH VWUHQJWK RI LQYHVWRU SURWHFWLRQ RQ D 

VFDOH RI ����� DQG � LQ WKH VFRSH RI GLVFORVXUH LQGH[ RQ D VFDOH RI ����� 

The integration of the Saudi market into global markets was facilitated by accession to global 

indices and improvements in the Kingdom's international rankings. The opening of the capital 

market to foreign investors and the successful inclusion in international indices created a favourable 

environment for the launch of the oil giant, Saudi Aramco, which would propel the Saudi market to 

the ranks of global markets and pave the way for future growth. 
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Chapter 21:  Saudi Aramco’s IPO and Listing

Saudi Aramco, the global oil industry leader with over 80 years of history, is a key contributor to the Saudi 

economy. As part of Saudi Vision 2030, the company aims to facilitate the offering of shares and listing of 

state-owned companies, including itself, in the capital market. 

These     initial steps would result in the largest IPO in the history of stock markets. The ultimate goal was to 

EHQHŬW WKH 6DXGL HFRQRP\� ZLWK $UDPFR UHPDLQLQJ D FUXFLDO SLOODU� 7KH IROORZLQJ VWRU\ GHWDLOV WKH SURFHVV RI 

listing Aramco in the Saudi capital market and the efforts for greater company transparency and openness 

DIWHU \HDUV RI NHHSLQJ ŬQDQFLDO LQIRUPDWLRQ DQG LQWHUQDO UHJXODWLRQV SULYDWH� 

21.1 Beginnings and Establishment  

6DXGL $UDPFR
V RULJLQV FDQ EH WUDFHG EDFN WR ����� ZKHQ D FRQFHVVLRQ DJUHHPHQW ZDV HVWDEOLVKHG EHWZHHQ 

the Kingdom and Standard Oil Company of California (Socal) to form the California Arabian Standard 

2LO &RPSDQ\ �&$62&� WR H[SORUH DQG H[WUDFW RLO LQ 6DXGL $UDELD� ���� ZDV D WXUQLQJ SRLQW DV FRPPHUFLDO 

SURGXFWLRQ RI RLO EHJDQ DW 'DPPDP :HOO 1R� �� DOVR NQRZQ DV �3URVSHULW\ :HOO�� 7KH FRPSDQ\ ZDV UHQDPHG 

$UDE $PHULFDQ 2LO &RPSDQ\ �$UDPFR� LQ ���� DQG IRFXVHG RQ LQFUHDVLQJ WKH SURGXFWLRQ RI FUXGH RLO� 7R 

expand into the distribution sector, the company built the Tapline, a 1,212-km-long pipeline linking eastern 

Saudi Arabia to the Mediterranean Sea, sharply cutting the time and cost of exporting oil to Europe.  

$W WKH HQG RI WKH ����V� PDQ\ $UDE FRXQWULHV QDWLRQDOLVHG IRUHLJQ LQWHUHVWV� ,Q UHVSRQVH� WKH 6DXGL JRYHUQPHQW 

decided to negotiate with Aramco to gradually purchase shares of the company instead of nationalising it. 

This resulted in a partnership agreement, where ownership of Aramco would be transferred to the Saudi 

JRYHUQPHQW JUDGXDOO\� %\ ����� WKH 6DXGL JRYHUQPHQW KDG ERXJKW D ��� VWDNH LQ $UDPFR� LQFUHDVLQJ LW WR 

��� WKH IROORZLQJ \HDU� ,Q ����� WKH 6DXGL JRYHUQPHQW IXOO\ DFTXLUHG $UDPFR DQG HVWDEOLVKHG WKH 6DXGL 

Arabian Oil Company (Saudi Aramco) to take over all of Aramco's responsibilities. 
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21.2 Aramco’s First Offering Announcement 

7KH DQQRXQFHPHQW RI WKH 6DXGL $UDPFR ,32 DV SDUW RI 6DXGL 9LVLRQ ���� ZDV QRW WKH ŬUVW� &URZQ 3ULQFH 

0RKDPPHG %LQ 6DOPDQ KDG SUHYLRXVO\ GLVFXVVHG LW LQ ���� GXULQJ KLV 7KDWFKHU 5HYROXWLRQ LQWHUYLHZ ZLWK 

The Economist as part of a plan to privatise sectors, such as healthcare and education, as well as state-

owned companies to reduce pressure on the government   and provide greater opportunities for investors to 

SDUWLFLSDWH LQ SURŬWDEOH DQG JURZLQJ VHFWRUV RI WKH HFRQRP\� .LQJ 6DOPDQ DOVR VWDWHG WKDW WKH RIIHULQJ RI 

Aramco would allow investors to own shares in the leading company and would greatly enhance the size of 

the Saudi capital market, making it competitive with global markets, while also improving transparency and 

governance in the company in line with international standards. (Document 104) 

At that time, the Saudi market did not allow foreign investment and was not included in global indices. 

Therefore, Aramco considered a dual listing, 

both inside and outside the Kingdom, to 

reach investors outside the local market. The 

company explored several foreign exchanges, 

such as New York, Hong Kong, and London, for 

a partial listing. Various exchanges, including 

the Tokyo Stock Exchange, Hong Kong Stock 

Exchange, Nasdaq, NYSE, LSE, and Toronto 

Stock Exchange, competed to host the Aramco 

offering. 

The Japanese government announced that 

King Salman Bin Abdulaziz had agreed to 

consider a request from Prime Minister 

Shinzo Abe to list Saudi Aramco on the Tokyo 

Stock Exchange. The CEO of the Japan Stock 

104 King Salman Bin Abdulaziz’s Statements Regarding Aramco’s Offering. 
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Exchange, Kiyota Akira, met with the Crown Prince to express interest in offering shares in the Japanese 

market. China also offered options for the listing, including a dual offering of shares in Hong Kong and the 

Saudi market, with Chinese funds as the anchor investors. The Hong Kong Stock Exchange hoped to attract 

Aramco's listing by positioning itself as a gateway for wealthy Chinese investors. 

American stock exchanges were also competing for the listing of Saudi Aramco's IPO. Nasdaq CEO Adena 

Friedman said in an interview that Nasdaq was touting its technology credentials in an effort to win the 

listing of Saudi Aramco's upcoming IPO, while His Excellency Minister of State for Foreign Affairs Adel Al-

Jubeir revealed that the Kingdom was engaged in serious talks with the NYSE about the listing. Former 

President Donald Trump publicly supported listing the shares on the NYSE, stating it would be in the interest 

of the United States. He also spoke with King Salman Bin Abdulaziz about listing the shares on the NYSE 

DQG WZHHWHG� ņ:RXOG YHU\ PXFK DSSUHFLDWH 6DXGL $UDELD GRLQJ WKHLU ,32 RI $UDPFR ZLWK WKH 1HZ <RUN 6WRFN 

Exchange”. 

In Europe, the LSE updated its listing rules to accommodate a new category of sovereign companies, with the 

goal of listing Saudi Aramco. The LSE provided strong reasons for Aramco to list on their exchange. British 

0LQLVWHU RI 6WDWH $OLVWDLU %XUW DGGUHVVHG WKH (QJOLVK 3DUOLDPHQW VD\LQJ� ņ:H ZRXOG OLNH WKH $UDPFR VKDUH 

offering to be issued in the United Kingdom and we will continue to suggest the City would be the best place 

for it.” Additionally, international media reported on the Toronto Stock Exchange's strong position in the oil 

and gas sector and its ability to attract international investors, revealing its interest in listing Aramco shares. 

$UDPFR HYDOXDWHG YDULRXV RIIHUV DQG PDUNHWV DV SDUW RI D FRPSUHKHQVLYH SODQ WR SUHSDUH IRU LWV ,32� :KLOH 

some studies recommended caution, the initial plan, announced by the Crown Prince, was to list Aramco in 

2017 or 2018. However, various factors emerged, and it was decided to list Aramco on Tadawul while the 

ŬQDO GHFLVLRQ RQ WKH IRUHLJQ OLVWLQJ PDUNHW DQG GDWH ZDV VWLOO EHLQJ GHWHUPLQHG E\ UHJXODWRU\ DXWKRULWLHV� 

Setting a date for the Aramco IPO was not a straightforward task as it involved considering multiple external 

factors, such as market conditions and oil prices, as well as the complexity and size of the offering that 

required internal preparations within the company. The chosen date had to ensure that the company could 

meet all requirements in the selected market. 
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The SABIC deal was crucial for Aramco as it helped to mitigate the impact of declining oil prices. By owning a 

VWDNH LQ WKH FKHPLFDO FRPSDQ\� $UDPFR
V UHYHQXH ZDV OHVV VXVFHSWLEOH WR ŭXFWXDWLRQV LQ RLO SULFHV� 7KH &URZQ 

Prince stated that the deal had to be completed before the Aramco IPO, explaining that it was not possible to 

go forward with the Aramco IPO and then surprise the shareholders a year later with a new deal that was not 

previously on the roadmap. For him, the IPO and the strategy needed to be clear to move forward. 

$UDPFR DQG 3,) KHOG QHJRWLDWLRQV IRU WKH DFTXLVLWLRQ RI 6$%,&� D GHDO WKDW UHTXLUHG ���� PRQWKV WR UHFHLYH 

regulatory approvals from international antitrust authorities due to the international nature of both 

FRPSDQLHV� $IWHU WKH GHDO ZDV FRPSOHWHG� $UDPFR QHHGHG DGGLWLRQDO WLPH WR XSGDWH ŬQDQFLDO VWDWHPHQWV 

with SABIC's assets and shares before the IPO. 

2Q ��WK 0DUFK ����� $UDPFR DQG 3,) FRQFOXGHG D VKDUH SXUFKDVH DJUHHPHQW� ZLWK 3,) DV WKH VHOOLQJ SDUW\� 

ZKHUH $UDPFR DFTXLUHG ��� RZQHUVKLS LQ 6$%,& IRU D WRWDO RI 6$5 ����� ELOOLRQ �86' ���� ELOOLRQ�� 

21.3 Preparations for the IPO 

The regulators in the Kingdom continued to prepare for the IPO. Both the government and the capital market 

ZHUH LQYROYHG LQ WKHVH HIIRUWV� ZKLFK ZHUH H[WHQVLYH DQG GLIŬFXOW WR IXOO\ HQXPHUDWH� 6RPH H[DPSOHV RI 

these efforts are listed below: 
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21.3.1 Government Efforts 
Regulatory authorities in the Kingdom, including the Council of Ministers, worked to gradually transform the 

company and prepare the right ecosystem to support Saudi Aramco as the world's largest oil company. This 

included the decision to convert Saudi Aramco into a joint-stock company as per its Articles of Association 

(AoA), effective 1st January 2018, with the state retaining majority ownership. The Company's board of 

directors is appointed by the Council of Ministers based on a proposal from the Minister of Energy, Industry, 

DQG 0LQHUDO 5HVRXUFHV� DQG LWV FDSLWDO LV 6$5 �� ELOOLRQ GLYLGHG LQWR ��� ELOOLRQ VKDUHV ZLWKRXW D QRPLQDO 

value per share. Its headquarters are located in Dhahran. 

The Articles of Association (AoA) gave the Board of Directors the authority to issue, list, or offer Saudi 

Aramco's shares or other securities for public subscription, both within and outside the Kingdom. This 

decision preceded the Company's listing on the capital market, as only joint-stock companies are eligible for 

OLVWLQJ RQ 7DGDZXO DFFRUGLQJ WR WKH /LVWLQJ 5XOHV� 'RFXPHQW ��� FRQŬUPV WKH &RXQFLO RI 0LQLVWHUV
 'HFLVLRQ 

and the Royal Decree to convert Aramco into a joint-stock company. 

50 Preparations for Aramco’s IPO. 
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21.3.2 Capital Market Ecosystem's Efforts  
Listing a company as large as Aramco in the capital market was a complex process that required the 

GHYHORSPHQW RI VSHFLŬF VWDQGDUGV� 7KLV SURFHVV ZDV VXSHUYLVHG E\ OHDGHUV LQ WKH FDSLWDO PDUNHW� 7R PDQDJH 

the requirements for the Aramco IPO, a joint 

committee was formed by His Excellency CMA 

Chairman, consisting of working groups from 

the CMA and Tadawul that met regularly to 

oversee all related activities. 

0RQWKV RI ZRUN ZHQW LQWR IXOŬOOLQJ OHJLVODWLYH 

requirements and drafting laws to boost 

market absorption and openness to the world. 

The potential effects of an IPO of the size of 

$UDPFR RQ PDUNHW VWDELOLW\ ZHUH VWXGLHG� :LWK 

the Saudi market open to foreign investors and 

foreign investment becoming more accessible 

since 2015, the major barrier to Aramco IPO 

had been removed. The inclusion of the Saudi 

capital market in international indices also 

helped promote openness to global markets. 

21.4 Newcomer's Market Reception 

21.4.1 Before Making IPO Announcement  
2Q �UG 1RYHPEHU ����� 6DXGL $UDPFR ŬQDOO\ DQQRXQFHG LWV LQWHQWLRQ WR OLVW LWV VKDUHV RQ 7DGDZXO� 7KH &0$ 

approved the request and the announcement received a positive response globally and locally. The IPO is the 

105 Approving Aramco’s Conversion into a Joint-Stock Company.
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ODUJHVW JOREDOO\� YDOXHG DW 6$5 �� ELOOLRQ �86' ���� ELOOLRQ�� VXUSDVVLQJ SUHYLRXV ,32V VXFK DV $OLEDED
V �86' 

21.77 billion) in 2014 and SoftBank's (USD 21.35 billion) in 2018. It is also the largest locally, followed by 

the National Commercial Bank's IPO in 2014, valued at SAR 22.5 billion. 

21.4.2 IPO Incentives 
Individuals were given various statutory exemptions and incentives to participate in the public offering, 

LQFOXGLQJ ERQXV VKDUHV� )RU HYHU\ �� DOORWWHG VKDUHV IURP WKH RIIHU VKDUHV� D TXDOLŬHG VXEVFULEHU UHFHLYHG DQ 

additional 1 bonus share, up to a maximum of 100 free shares. 

Aramco is the second company in the capital market to have price stability applied, which was previously 

VXFFHVVIXO ZLWK $UDELDQ &HQWUHV &RPSDQ\�   'HVSLWH ŭXFWXDWLRQV LQ FUXGH RLO SULFHV� $UDPFR FRPPLWWHG WR 

providing sustainable and growing dividends to its shareholders. Subject to the Board’s discretion after 

consideration of a number of factors, it declared aggregate ordinary cash dividends of at least USD 75 billion 

for 2020, in addition to any potential special dividends.   The government would forgo its right to a portion 

of cash dividends on its shares in order to ensure that the minimum quarterly cash dividend amount of USD 

������� SHU VKDUH ZDV SDLG WR QRQ�JRYHUQPHQW VKDUHKROGHUV IRU FDOHQGDU \HDUV ���� WKURXJK ����� DV 

determined by the Board. 

7KH &0$ %RDUG GHFLGHG WR ZDLYH FHUWDLQ UHTXLUHPHQWV IRU TXDOLŬHG IRUHLJQ ŬQDQFLDO LQVWLWXWLRQV SODQQLQJ 

WR LQYHVW LQ WKH RIIHUHG VKDUHV DQG DOVR DOORZ FHUWDLQ QRQ�ŬQDQFLDO LQVWLWXWLRQV WR SDUWLFLSDWH LQ WKH SXEOLF 

RIIHULQJ DV TXDOLŬHG IRUHLJQ LQYHVWRUV� GHVSLWH QRW PHHWLQJ WKH VWDQGDUG TXDOLŬFDWLRQV VWLSXODWHG LQ 5XOHV IRU 

4XDOLŬHG )RUHLJQ )LQDQFLDO ,QVWLWXWLRQV ,QYHVWPHQW LQ /LVWHG 6HFXULWLHV� 

21.4.3 IPO Management 
$UDPFR FDUHIXOO\ VHOHFWHG WRS ŬQDQFLDO LQVWLWXWLRQV� ERWK LQWHUQDWLRQDO DQG ORFDO� WR PDQDJH LWV SXEOLF 

RIIHULQJ RI VKDUHV� 1LQH MRLQW ŬQDQFLDO DGYLVRUV ZHUH FKRVHQ� DORQJ ZLWK HLJKW MRLQW JOREDO FRRUGLQDWRUV 

and institutional bookrunners. Additionally, four local and 12 foreign joint bookrunners and three private 

consultants were chosen, as well as 12 receiving banks and 25 underwriters. The Company also appointed a 

lead manager and an agent for international settlement.  
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21.4.4 Participants in Subscription  
Saudi Aramco, in consultation with the selling shareholder, decided to limit the offering process to investors 

ZLWKLQ WKH .LQJGRP DQG *&&� DV ZHOO DV TXDOLŬHG IRUHLJQ LQYHVWRUV DQG UHTXHVWV VXEPLWWHG WR LQVWLWXWLRQDO 

bookrunners in accordance with the Instructions for Book Building Process and Allocation Method in IPOs. 

,QGLYLGXDOV DQG LQVWLWXWLRQV SDUWLFLSDWHG LQ WKH VXEVFULSWLRQ� DQG IRU WKH ŬUVW WLPH LQ 6DXGL $UDELDńV ,32 KLVWRU\� 

with the exception of REITs IPOs, non-Saudi natural persons residing in the Kingdom and Gulf citizens were 

able to subscribe to Aramco shares as per a set timetable (Table 7). 

IPO Timetable Date

Submitting applications and book building 
process for subscribing institutions

��WK 1RYHPEHU WR �WK 'HFHPEHU ���� ��� 
days)

Submitting applications and individual 
subscription 

��WK 1RYHPEHU WR (2' ��WK 1RYHPEHU ���� 
(12 days)

Deadline for submitting subscription 
applications for subscribing institutions �WK 'HFHPEHU ����

Deadline for submitting subscription 
application forms and settling subscription 
fees for individual subscribers

�WK 1RYHPEHU ����

$QQRXQFLQJ WKH ŬQDO VKDUH RIIHU SULFH �WK 'HFHPEHU ����

$QQRXQFLQJ WKH ŬQDO DOORFDWLRQ RI VKDUHV WR 
subscribing institutions and individuals �WK 'HFHPEHU ����

Starting trading ��WK 'HFHPEHU ����

07 Aramco Offering Timetable.  
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21.4.5 Subscription Mechanism  
The CMA and Tadawul Joint Committee recommended streamlining the offering and listing process by 

QRW IROORZLQJ WKH WUDGLWLRQDO SUDFWLFH RI ŬUVW EXLOGLQJ D ERRN IRU LQVWLWXWLRQV DQG WKHQ IRU LQGLYLGXDOV� DV 

this prolonged the subscription period. The teams discussed the possibility of parallel offerings for both 

institutional and individual investors, which would reduce the time between the allocation of shares and 

WKH ŬUVW GD\ RI WUDGLQJ� +RZHYHU� WKLV RSWLRQ ZRXOG SRVH VHYHUDO FKDOOHQJHV IRU WKH FDSLWDO PDUNHW DV LW KDG 

not been tried before. To address these challenges, the Committee worked closely with the listing manager 

WR GHYHORS D GDLO\ SODQ WKDW ZRXOG HQVXUH VPRRWK DQG HIŬFLHQW LPSOHPHQWDWLRQ RI WKH SDUDOOHO RIIHULQJ� 

7DGDZXO UHFHLYHG WKH VXEVFULSWLRQ ŬOH HYHU\ GD\ DW � S�P� DQG YHULŬHG VXEVFULEHU LQIRUPDWLRQ XQWLO DIWHU 

midnight. During the two-week subscription period, Tadawul reviewed information for 5 million subscribers 

and opened over a million new portfolios. 

21.4.6 Subscription Progress  
7KH VXEVFULSWLRQ SHULRG IRU WKH RLO JLDQWńV VKDUHV EHJDQ RQ ��WK 1RYHPEHU ���� DQG HQGHG IRU LQGLYLGXDOV 

RQ ��WK 1RYHPEHU ���� DQG IRU LQVWLWXWLRQV RQ �WK 'HFHPEHU ����� 6DXGL $UDPFR   RIIHUHG D ���� VWDNH� RU 

about 3 billion shares, of its shares on Tadawul at an indicative price range of SAR 30-32. A third of those 

shares, 0.5%, was allocated to individual investors who were required to subscribe at the upper limit of SAR 

32. 

$UDPFR DQQRXQFHG WKDW WKH RIIHULQJ SURFHVV JHQHUDWHG E\ LQVWLWXWLRQDO VXEVFULSWLRQV DPRXQWHG WR 6$5 ��� 

ELOOLRQ� ZKLFK� WRJHWKHU ZLWK WKH WRWDO GHPDQG IURP LQGLYLGXDO VXEVFULSWLRQV� HTXDOOHG 6$5 ��� ELOOLRQ� RU 

���� RI WKH WRWDO RIIHUHG VKDUHV� KHQFH YDOXLQJ WKH &RPSDQ\ DW 6$5 ��� WULOOLRQ �86' ���� WULOOLRQ�� $ WRWDO 

RI ���� PLOOLRQ LQGLYLGXDO LQYHVWRUV VXEVFULEHG WR ���� ELOOLRQ VKDUHV DW D WRWDO YDOXH RI 6$5 ����� ELOOLRQ� L�H�� 

153.7% oversubscribed. 

The subscription manager announced that, after ending the subscription, shares were allocated to individual 

VXEVFULEHUV� $OO UHFHLYLQJ EDQNV ŬQLVKHG VHWWOHPHQW DQG DXGLWLQJ SURFHGXUHV DIWHU FORVLQJ VXEVFULSWLRQV IRU 

LQGLYLGXDOV RQ ��WK 1RYHPEHU ����� 6DXGL $UDPFR DOORFDWHG ����� VKDUHV WR HDFK LQGLYLGXDO VXEVFULEHU� D 

IXOO DOORFDWLRQ UDWLR RI ����� RI WRWDO VXEVFULEHUV� 7KH UHPDLQLQJ VKDUHV ZHUH DOORWWHG SUR�UDWD DW D UDWLR RI 

������ 
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,QGLYLGXDO VXEVFULEHUV LQ 6DXGL $UDPFR YDULHG E\ QDWLRQDOLW\� ZLWK 6DXGLV PDNLQJ XS WKH PDMRULW\ DW ������ 

The remaining 2.1% were residents and 0.5% were Gulf nationals. In terms of age, the largest group of 

VXEVFULEHUV ZDV EHWZHHQ ����� \HDUV ROG DW ������ IROORZHG E\ WKRVH EHWZHHQ ����� DW ���� 7DEOH � LV D 

breakdown of subscribers by nationality. 

the Securities Depository Centre (SDC) (Edaa) announced that Saudi Aramco subscribed shares were 

GHSRVLWHG LQWR HOLJLEOH VKDUHKROGHUV
 (GDD $FFRXQWV RQ �WK 'HFHPEHU ����� MXVW �� KRXUV DIWHU WKH DOORFDWLRQ 

announcement. This is a record timeframe compared to global markets, and the listing and trading of shares 

began as planned. 

The successful IPO was a source of pride for all those working in the capital market ecosystem. It was only 

possible due to the hard work and dedication of all parties involved in the process. The listing of the oil giant 

LQ WKH FDSLWDO PDUNHW UHTXLUHG WKRURXJK YHULŬFDWLRQ RI GHWDLOV DQG D GHPRQVWUDWLRQ RI WKH PDUNHW
V DELOLW\ 

to handle Aramco’s offering. To ensure a smooth process, Tadawul began testing all systems and running 

simulations at 4:30 a.m. on the day of listing. 

21.5 Saudi Aramco Listing in the Capital Market 

)ROORZLQJ WKH ,32� WKH FDSLWDO PDUNHW HFRV\VWHP FRQWLQXHG WR ZRUN LQ WKH EDFN RIŬFHV WR HQVXUH D VXFFHVVIXO 

OLVWLQJ� $V D UHVXOW� 7DGDZXO ZDV DEOH WR OLVW 6DXGL $UDPFR RQ ��WK 'HFHPEHU ����� MXVW IRXU GD\V DIWHU WKH 

HQG RI WKH VXEVFULSWLRQ SHULRG� D UHFRUG WLPH FRPSDUHG WR RWKHU JOREDO PDUNHWV� 7KH GDLO\ SULFH ŭXFWXDWLRQ 

ZDV VHW DW D OLPLW RI r���� 7KH RSHQLQJ DXFWLRQ VHVVLRQ ZDV IURP ���� D�P� WR ����� D�P�� DQG WUDGLQJ EHJDQ 

at 10:30 a.m. and ended at 3:00 p.m. The opening auction for other securities listed on the main market 

UHPDLQHG IURP ���� D�P� WR ����� D�P� DQG WUDGLQJ IRU WKH UHVW RI WKH OLVWHG VHFXULWLHV FRPPHQFHG DV XVXDO� 

Subscribers 
Nationality

Number of Saudi Subscribers ���������

Number of Gulf Subscribers �����

Number of Residents Subscribers �������

08 Breakdown of Saudi Aramco Subscribers by Nationality.

Phase Three / Part 5
Chapter 21 | Saudi Aramco’s IPO and Listing
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7KH EHOO VLJQDOOLQJ WKH VWDUW RI WUDGLQJ UDQJ� PDUNLQJ D GHŬQLQJ PRPHQW LQ KLVWRU\ �3KRWR ���� 2Q WKH ŬUVW 

day of public trading, Aramco's company valuation surged to SAR 7.04 trillion (USD 1.88 trillion), overtaking 

$SSOH
V PDUNHW YDOXH RI 86' ����� WULOOLRQ DQG FODLPLQJ WKH WRS VSRW DV WKH ODUJHVW OLVWHG FRPSDQ\ LQ WKH 

world by market value. Aramco's value is equal to the combined market value of both Apple and Alibaba, and 

LW LV ��� WLPHV JUHDWHU WKDQ WKH FRPELQHG PDUNHW YDOXH RI WKH WRS ŬYH LQWHUQDWLRQDO RLO FRPSDQLHV� ZKLFK 

totals around USD 1 trillion. 

21.6 A Global Shift 

The Aramco IPO set a new record as the largest IPO in history and helped raise the standing of the Saudi 

FDSLWDO PDUNHW WR WKH UDQNV RI PDMRU PDUNHWV� $V RI ��VW 'HFHPEHU ����� WKH PDUNHW YDOXH RI OLVWHG VKDUHV LQ 

WKH 6DXGL PDUNHW KDG JURZQ WR 6$5 ����� WULOOLRQ �86' ���� WULOOLRQ�� DQ LQFUHDVH RI RYHU ���� IURP WKH HQG 

RI ����� ZKHQ LW VWRRG DW 6$5 ����� WULOOLRQ �86' ����� ELOOLRQ�� 7KLV SODFHG 6DXGL $UDELD DPRQJ WKH WRS �� 

global markets, paving the way for more listings at local, regional, and international levels. 

The CMA Chairman announced that the Saudi market, after the listing of Aramco, had become the ninth 

ODUJHVW FDSLWDO PDUNHW LQ WKH ZRUOG E\ WKH HQG RI ����� VXUSDVVLQJ LWV ���� WDUJHW� 'LVFXVVLRQV DUH RQJRLQJ 

to revise future goals. 

37 Aramco Listing Ceremony.

Chapter 21 | Saudi Aramco’s IPO and Listing
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$IWHU WKH ŬUVW ZHHN RI OLVWLQJ $UDPFR� QHW IRUHLJQ SXUFKDVHV LQ WKH 6DXGL FDSLWDO PDUNHW DPRXQWHG WR      6$5 

���� ELOOLRQ� $FFRUGLQJ WR 06&,� WKH LQFOXVLRQ RI $UDPFR LQFUHDVHG WKH ZHLJKW RI WKH 6DXGL VWRFN PDUNHW WR 

3%, making it the seventh largest market on the index, topping Middle East markets. The listing of Aramco on 

Tadawul also boosted the energy sector in the Saudi market, making it the largest sector in terms of market 

FDSLWDOLVDWLRQ� ZLWK ������ DW WKH HQG RI ����� $GGLWLRQDOO\� LW DOVR VWUHQJWKHQHG WKH SRVLWLRQ RI WKH HQHUJ\ 

VHFWRU JOREDOO\� )LJXUH �� FRPSDUHV WKH FDSLWDO PDUNHW VWDWLVWLFV LQ ����� EHIRUH DQG DIWHU WKH $UDPFR ,32� 

On 25th July 2020, SDC (Edaa) announced the distribution of bonus shares of Saudi Aramco to eligible 

shareholders. Each Saudi subscriber who continuously and uninterruptedly held offer shares from the date 

of listing until the end of the bonus shares entitlement period on 7th June 2020 was eligible to receive the 

bonus shares.  

51 The Capital Market in 2019, before and after Aramco IPO. 

Phase Three / Part 5
Chapter 21 | Saudi Aramco’s IPO and Listing
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Capital Market: A Look at its Progress and 
Prospects 

:H KDYH WUDYHUVHG D FHQWXU\ RI HYROXWLRQ RI WKH 6DXGL FDSLWDO PDUNHW� FKURQLFOLQJ LWV MRXUQH\ IURP WKH ELUWK 

RI WKH ŬUVW 6DXGL MRLQW�VWRFN FRPSDQ\ LQ WKH HDUO\ ��WK FHQWXU\ WKURXJK WKH ŬUVW WZR GHFDGHV RI WKH ��VW 

century, all the way to the largest IPO in the world. Thus, our historical documentation of the capital market 

IURP ���� WR ���� GUDZV WR D FORVH� 

The capital market has undergone a transformative journey, marked by three distinct phases of evolution. 

In the beginning, shares were traded in an unregulated market, with a proliferation of real estate and 

EURNHUDJH RIŬFHV� $V WKH EDQNLQJ VHFWRU XQGHUZHQW PRGHUQLVDWLRQ DQG WKH WUHQG WRZDUGV SULYDWLVDWLRQ DQG 

the establishment of joint-stock companies gained momentum, the market transitioned to a new phase 

where SAMA, under the supervision of a governmental committee, regulated the market according to the 

requirements of the time. This phase lasted for approximately two decades, starting with the Royal Decree 

RQ UHJXODWLQJ VWRFN WUDGLQJ WKURXJK 6DXGL EDQNV LQ ����� 7KH WKLUG DQG FXUUHQW SKDVH EHJDQ LQ ���� ZLWK 

the enactment of the Capital Market Law, marking the advent of a new era of capital market regulation 

and development, led by the CMA and Tadawul and characterised by increased expansion, depth, diversity, 

HIŬFLHQF\� DQG WUDQVSDUHQF\� 

As this book draws to an end, let us stop to ask ourselves, what has the capital market achieved? And what 

DUH LWV DVSLUDWLRQV IRU WKH IXWXUH" ,Q UHFHQW \HDUV� WKH FDSLWDO PDUNHW KDV XQGHUJRQH VLJQLŬFDQW FKDQJHV 

in legislation, regulation, operations, and procedures. The number of listed companies has increased, and 

D YDULHW\ RI ŬQDQFLDO SURGXFWV KDYH EHFRPH DYDLODEOH� 7KH PDUNHW KDV DOVR ZHOFRPHG IRUHLJQ LQYHVWPHQW 

and expanded its reach by joining international indices, demonstrated by the successful public offering of 

Aramco. 

As for the future, the capital market is determined to achieve the goals of its Financial Leadership Programme 

�)/3� DQG ZRUN WRZDUGV LWV DVSLUDWLRQV RI EHFRPLQJ WKH OHDGLQJ PDUNHW LQ WKH 0LGGOH (DVW DQG D VLJQLŬFDQW 

player on the global stage. The market has always evolved gradually but steadily, keeping pace with 
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successive legislative developments, and with the institutions tasked with their regulation, development 

and operation. 

Prominent Capital Market Developments Since 1984 

I. Stock Indices 
The capital market faced a range of challenges following the Royal Decree to form a Ministerial Committee 

DQG UHVWULFW VWRFNEURNLQJ WR ORFDO EDQNV LQ ����� 7KHVH FKDOOHQJHV ZHUH LQŭXHQFHG E\ HFRQRPLF� SROLWLFDO� 

DQG ŬQDQFLDO FRQGLWLRQV DQG FULVHV� DV UHŭHFWHG LQ WKH SHUIRUPDQFH RI WKH PDUNHW DQG LWV LQGLFDWRUV� )LJXUH 

�� VKRZV D JHQHUDOO\ SRVLWLYH WUHQG LQ WKH JHQHUDO VWRFN SULFH LQGH[ IURP ���� WR ���� DQG )LJXUH �� VKRZV 

ŭXFWXDWLRQV LQ WKH DQQXDO SHUFHQWDJH RI FKDQJH LQ WKH LQGH[ RYHU WKH VDPH SHULRG� 
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52 Trading Index for All Shares between 1985 and 2020. 
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53 The Annual Percentage Change in the Index between 1985 and 2020.

Figure 54 illustrates the weekly evolution of Tadawul index for all issued shares based on total market value 

IURP WKH VWDUW RI ZHHNO\ LQGH[ FDOFXODWLRQ RQ ��WK )HEUXDU\ ���� WR ��WK -DQXDU\ ����� 
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Weekly evolution of Tadawul index for all issued shares based on total 
market value from 28th February 1985 to 26th January 1994.
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54 The Weekly Evolution of Tadawul Index for All Issued Shares based on Total Market Value.



351

Market Story

Documentation of the Saudi Capital Market History

56 TASI performance by total market cap of free-float shares

55 The Daily Evolution of Tadawul Index for All Issued Shares based on the Total Market Value. 

Figure 55 shows the daily evolution of Tadawul index for all issued shares based on the total market value 

IURP ��WK -DQXDU\ ���� WR ��WK -DQXDU\ ����� 

Daily evolution of Tadawul index for all issued shares based on the total 
market value from 26th January 1994 to 26th January 2008.

Daily evolution of Tadawul index for all shares based on the market value 
of free float shares from 5th April 2008 until 31st December 2020.
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7KH LQGH[ FDOFXODWLRQ PHWKRGRORJ\ ZDV XSGDWHG RQ �WK $SULO ���� WR EH EDVHG RQ IUHH ŭRDW �DYDLODEOH IRU 

WUDGLQJ� VKDUHV DQG DQQRXQFHG RQ 7DGDZXO ZHEVLWH� )LJXUH �� VKRZV WKH GHYHORSPHQW RI WKH LQGH[ IURP �WK 

April 2008 until 31st December 2020: 
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Tadawul Index for All Shares based on the Market Value of Free Float Shares. 

Drop in oil price to USD 10.4 per barrel

6HFRQG *XOI :DU

$VLDQ ŬQDQFLDO FULVLV

STC IPO
Adoption of the Capital Market Law

Formation of CMA Board
Mobily IPO

Bank Albilad IPO
6WRFN PDUNHW EXEEOH RI ����

*OREDO ŬQDQFLDO FULVLV

'URS LQ RLO SULFH WR 86' �� SHU EDUUHO

Increase in oil price to USD 120 per barrel

Drop in oil price to USD 40

Accession to MSCI
Accession to FTSE Russell
Aramco IPO
)LUVW FRQŬUPHG &29,'��� FDVH LQ 6DXGL $UDELD
Drop in Brent oil price to USD 20 per barrel
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57 Significant Events Impacting TASI Performance between 1994 and 2020.

Tadawul Electronic System
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7KH 7DGDZXO $OO 6KDUH ,QGH[ �7$6,� HYROYHG RYHU PXOWLSOH SKDVHV� )URP ���� WR ����� 7$6, URVH IURP 

����� SRLQWV WR RYHU ����� SRLQWV GXH WR ULVLQJ RLO SULFHV WKDW UHDFKHG 86' �� SHU EDUUHO� 'HVSLWH WKH 

���� $VLDQ ŬQDQFLDO FULVLV� LWV LPSDFW RQ WKH 6DXGL PDUNHW ZDV QRW IHOW XQWLO ����� FDXVLQJ 7$6, WR GURS 

WR ����� SRLQWV E\ WKH HQG RI WKH \HDU� +RZHYHU� LQ ����� WKH PDUNHW UHFRYHUHG ZLWK D ��� LQFUHDVH 

in TASI, surpassing the 2,000-point barrier due to rising oil prices reaching USD 17 per barrel. TASI 

continued to rise at a moderate pace through 2002, driven by rising oil prices and returning Saudi 

PRQH\ IURP DEURDG DIWHU WKH ���� DWWDFNV� 7(6 ZDV DOVR ODXQFKHG LQ ����� 

7KH VHFRQG SKDVH RI 7$6, HYROXWLRQ WRRN SODFH EHWZHHQ ���� DQG ����� ZLWK WKH LQGH[ ULVLQJ E\ ��� 

in 2003, 84% in 2004, and 104% in 2005, resulting in the Saudi stock market bubble. The index reached 

LWV SHDN RQ ��WK )HEUXDU\ ����� VXUSDVVLQJ ������ SRLQWV� EXW H[SHULHQFHG D VKDUS GURS WKH QH[W GD\� 

ORVLQJ ��� SRLQWV� 7$6, FRQWLQXHG WR GHFOLQH XQWLO WKH HQG RI ����� 7KLV SHULRG DOVR VDZ WKH RFFXUUHQFH 

RI VLJQLŬFDQW HYHQWV� ,Q ����� 67& VKDUHV ZHUH RIIHUHG IRU SXEOLF VXEVFULSWLRQ DQG WKH &DSLWDO 0DUNHW 

Law was adopted. In 2004, the CMA Board was formed and Mobily shares were offered for public 

subscription. Bank Albilad shares were offered for public subscription in 2005, and the nominal value of 

all listed companies’ shares was divided to become SAR 10 per share instead of SAR 50. 

7$6, FORVHG DW ������ SRLQWV LQ ����� ����� SRLQWV LQ ����� DQG ����� SRLQWV LQ ����� GXH WR WKH JOREDO 

ŬQDQFLDO FULVLV WKDW DIIHFWHG RLO SULFHV DQG HFRQRPLF JURZWK ZRUOGZLGH� 7KH FULVLV FRQWLQXHG WR LPSDFW 

WKH 6DXGL PDUNHW� UHVXOWLQJ LQ WKH LQGH[ FORVLQJ DW ����� SRLQWV LQ ���� DQG ����� SRLQWV LQ ����� 

In 2012, the global economy began to show signs of recovery and oil prices reached record highs, 

resulting in increased revenue for the Kingdom and improved performance in various economic sectors. 

7KLV ZDV UHŭHFWHG LQ WKH ULVH RI PDUNHW LQGLFHV� ZLWK 7$6, FORVLQJ DW ����� SRLQWV LQ ����� DQG FRQWLQXLQJ 

to rise to 8,500 points in 2013, remaining at a similar level in 2014. 

In 2015, the oil price began to drop again, along with a slowdown in the global economy and rising 

LQWHUHVW UDWHV� FDXVLQJ 7$6, WR GURS WR EHORZ ����� SRLQWV� +RZHYHU� WKH LQGH[ TXLFNO\ UHFRYHUHG LQ ���� 

and 2017, reaching over 7,000 points by the end of 2017. In 2018, with the market's inclusion in global 

indices (FTSE Russell and MSCI), TASI closed at over 7,800 points. The historic offering of Aramco in 
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���� DOVR FRQWULEXWHG WR 7$6,
V ���� LQFUHDVH� FORVLQJ DW ����� SRLQWV� 

7KH &29,'��� SDQGHPLF KDG D VLJQLŬFDQW LPSDFW RQ 7$6, LQ ����� FDXVLQJ LW WR KLW LWV ORZHVW OHYHO VLQFH ���� 

RQ ��WK 0DUFK� UHDFKLQJ ����� SRLQWV� +RZHYHU� LW VRRQ UHFRYHUHG DQG VXUSDVVHG ����� SRLQWV RQ ��WK 0D\ 

DQG ����� SRLQWV RQ �QG 6HSWHPEHU� %\ WKH HQG RI WKH \HDU� 7$6, FORVHG DW ����� SRLQWV�  

7KH PDUNHW YDOXH RI LVVXHG VKDUHV DW WKH HQG RI ���� ZDV 6$5 ����� ELOOLRQ� DQG WKH WRWDO YDOXH RI WUDGHG 

VKDUHV ZDV 6$5 ����� ELOOLRQ� $ WRWDO RI ����� PLOOLRQ WUDQVDFWLRQV ZHUH H[HFXWHG� ZLWK ����� ELOOLRQ VKDUHV 

traded during the year. 

II. Investment Funds  
,Q ����� 6DXGL FRPPHUFLDO EDQNV EHJDQ RIIHULQJ LQYHVWPHQW IXQGV� )URP �� IXQGV LQ ����� WKH QXPEHU JUHZ 

WR ��� E\ ���� DQG ��� E\ ����� 7KH QXPEHU RI VXEVFULEHUV DOVR JUHZ� IURP ������ LQ ���� WR ������� 

LQ ����� WKHQ WR D SHDN RI ��� WKRXVDQG LQ ���� GXULQJ WKH VWRFN PDUNHW ERRP� +RZHYHU� WKH QXPEHU RI 

VXEVFULEHUV ODWHU GHFOLQHG WR ����� WKRXVDQG LQ ����� 7KH WRWDO DVVHWV RI WKH IXQGV LQFUHDVHG IURP 6$5 ���� 

ELOOLRQ LQ ���� WR 6$5 ����� ELOOLRQ LQ ���� DQG VXUJHG WR 6$5 ��� ELOOLRQ LQ ����� 7KH YDOXH ŭXFWXDWHG DQG 

VHWWOHG DW 6$5 ����� ELOOLRQ LQ ����� 

The ongoing challenge is to establish a legal framework for funds, as they are currently only contractual 

DJUHHPHQWV ZLWKRXW RIŬFLDO UHFRJQLWLRQ DV OHJDO HQWLWLHV RU LQGHSHQGHQW OHJDO VWDWXV LQ WKH FRXQWU\� (IIRUWV 

are continuing to give funds a recognised legal form, allowing for assets such as real estate to be registered 

under the fund's name and receive a commercial register from the CMA.  

   )LJXUHV ����� GHPRQVWUDWH WKH JURZWK LQ WKH QXPEHU RI SXEOLF LQYHVWPHQW IXQGV IURP ���������� WKH WRWDO 

number of participants in these funds, and total assets in funds during that time period. 
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58 Number of Public Investment Funds from 1992-2020.

59 Total Number of Participants in Public Investment Funds in Thousands from 1992-2020.
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60 Total Assets in Public Investment Funds in SAR Billion from 1992-2020. 

III. Bond and Sukuk Market Performance 
In 2020, the total value of Sukuk and bonds was SAR 387.8 billion, with 72 listed Sukuk and bonds.  

7DEOH � VKRZV WKH JHQHUDO 6XNXN DQG ERQGV PDUNHW VWDWLVWLFV LQ ����� 

 Sukuk and 
bonds

The number 
of  Sukuk 

and bonds
 Index 

closing
Traded nominal 

value (SAR)
Traded value 

(SAR)
Number of 

transactions

Corporate 
 Sukuk/ Bonds 

 Index
5 ���� �� ���������� ���������� �

Government 
 Sukuk/ Bonds 

 Index
�� �������� �������������� ����������������� �����

 Sukuk/ Bonds 
 Market  Index 72 �������� �������������� ����������������� 1,474

09 Sukuk and Bonds Market Statistics in 2020. 
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IV. Real Estate Investment Funds 
Real Estate Investment Funds in the Saudi capital market are separated into two categories: public and 

private. The assets of public Real Estate Investment Funds grew from SAR 3.08 billion in H1 2013 (3% of 

total assets of public funds) to SAR 7.545 billion by the end of Q4 2020 (5% of total assets of public funds). 

The number of Real Estate Investment Funds increased to 10 by 2020, up from nine in 2013. Additionally, 

WKH QXPEHU RI VXEVFULEHUV LQ 5HDO (VWDWH ,QYHVWPHQW )XQGV LQFUHDVHG IURP ����� LQ ���� WR ����� E\ ����� 

3ULYDWH 5HDO (VWDWH ,QYHVWPHQW )XQGV VDZ D VLJQLŬFDQW LQFUHDVH LQ ERWK DVVHW YDOXH DQG QXPEHU RI IXQGV 

from 2013 to 2020. Asset values rose from SAR 17.7 billion to SAR 83.157 billion, and the number of funds 

LQFUHDVHG IURP �� WR ���� $GGLWLRQDOO\� WKH QXPEHU RI VXEVFULEHUV LQ WKHVH IXQGV JUHZ IURP ����� WR ������ 

)LJXUH �� VKRZV 5HDO (VWDWH ,QYHVWPHQW )XQGV VWDWLVWLFV EHWZHHQ ���������� 

• Number of 
subscribers (in 
thousands)

•                                               
Number of funds

•                                               
Asset values (in SAR 
billion)

• Number of 
subscribers (in 
thousands)

•                                         
Number of funds

•                                             
 Asset values (in SAR 
billion)
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V. REITs 
5HDO (VWDWH ,QYHVWPHQW 7UDGHG )XQGV �5(,7V� ZHUH DGGHG WR PDLQ VWRFN PDUNHW LQGLFHV LQ 4� ����� 7KH 

DVVHWV RI 5(,7V JUHZ IURP 6$5 ��� PLOOLRQ LQ ����� KHOG E\ WKH RQO\ OLVWHG IXQG DW WKH WLPH� 5L\DG 5(,7� ��� 

RI WRWDO DVVHWV RI SXEOLF IXQGV� WR 6$5 ������ ELOOLRQ E\ WKH HQG RI ����� ������� RI WRWDO DVVHWV RI SXEOLF 

IXQGV�� 7KH QXPEHU RI 5(,7 VXEVFULEHUV LQFUHDVHG IURP ����� LQ ���� ������ RI WRWDO VXEVFULEHUV WR SXEOLF 

IXQGV� WR ������� LQ ���� ������ RI WRWDO VXEVFULEHUV WR SXEOLF IXQGV�� LQGLFDWLQJ VWURQJ GHPDQG IRU WKLV 

W\SH RI LQYHVWPHQW� 7KHUH DUH FXUUHQWO\ �� 5(,7V DYDLODEOH� 7DEOH �� SURYLGHV D VXPPDU\ RI 5(,7V
 ŬQDQFLDO 

position in 2020. 

Variable Value

(Issued Shares (in million ��������

(Net Income (in million (231.51)

Shareholders Rights (in million) 15,427.45

Market Value (in million) ���������

Earnings per Share (0.14)

Price to Earnings 37.77

Book Value ����

Price/Book Value 1.03

10 Summary of REITs’ Financial Position in 2020. 
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VI. ETFs 
At the end of 2020, the number of the Exchange Traded Funds (ETFs) reached a total of six. The initial ETF, 

the FALCOM 30, was launched in 2010, followed by the FALCOM Petrochemicals ETF in the same year, and 

+6%& 06&, 7DGDZXO �� 6DXGL (7) LQ ����� 7KUHH DGGLWLRQDO (7)V ZHUH DGGHG WR WKH PDUNHW LQ ���� DQG 

2020: Albilad Saudi Sovereign Sukuk ETF, which tracks the performance of the Albilad Ideal Ratings SAR 

Saudi Sovereign Sukuk Index; Alinma Saudi Government Sukuk ETF Fund - Short Maturity, which tracks the 

performance of the iBoxx Tadawul SAR Government Sukuk Index - Short Maturity; and Albilad Gold ETF, which 

closely tracks the returns of gold through an ETF structure. The volume of shares traded in 2020 amounted 

WR ����� PLOOLRQ� ZLWK D WUDGHG YDOXH RI 6$5 ��� ELOOLRQ� DQG WKHUH ZHUH ����� WUDQVDFWLRQV H[HFXWHG� 

VII. The Financial Leadership Programme (FLP) 
   The following tables offer a comprehensive overview of the key advancements of the capital market in terms 

of initiatives for realising Saudi Vision 2030 and the objectives of the Financial Leadership Programme (FLP), 

from 2017 to 2020: 
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2017

Shortening the settlement cycle for securities transactions to two business days 
after the trade date (T+2)

Establishing a parallel market

Allowing borrowing and lending of securities, as well as covered short selling

Implementing IFRS for listed companies and market institutions

Joining MSCI watch list

(VWDEOLVKLQJ DQ RUJDQLVDWLRQDO HQWLW\ WR VXSHUYLVH DXGLW RIŬFHV WKDW DXGLW WKH ZRUN 
of listed companies.

$GRSWLQJ WKH XSGDWHG 0HUJHU DQG $FTXLVLWLRQ 5HJXODWLRQV DQG *ORVVDU\ RI 'HŬQHG 
Terms Used in the CMA Regulations and Rules

Stimulating asset management activity by reducing management licence 
requirements

$OORZLQJ QRQ�UHVLGHQW IRUHLJQ LQYHVWRUV WR LQYHVW GLUHFWO\ LQ 1208 DV TXDOLŬHG 
investors

&RQWULEXWLQJ WR LPSURYLQJ 6DXGL $UDELDńV UDQNLQJ IURP ��UG WR ��WK RQ WKH 3URWHFW-
ing Minority Investors Indicator     

Transforming the Securities Depository Centre Company (Edaa) into a standalone 
entity with its own legal identity and autonomy

Launching EPS to handle complaints and reports

Regulating class action lawsuits in securities disputes

Amending the Rules on the Offer of Securities and Continuing Obligations and the 
Listing Rules

Adopting the rules for special purpose entities

Adopting the FinTech Lab initiative

Mandating electronic voting in general assemblies

(VWDEOLVKLQJ WKH )LQDQFLDO $FDGHP\ �)$� WR WUDLQ DQG TXDOLI\ ŬQDQFLDO VHFWRU 
employees

The most significant  capital market developments represented in the initiatives to realise 
Saudi Vision 2030

11 Financial Leadership Programme (FLP) Achievements for 2017. 
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2018

Adopting the Rules for Registering Auditors of Entities Subject to the Authority's 
Supervision

Accepting applications for the second batch of permits to experiment with FinTech

Establishing Saudi Tadawul Group’s Securities Clearing Centre Company (Muqassa)

The Saudi capital market joining MSCI Index, the FTSE Russell Index, and the S&P 
Dow Jones Index for emerging markets 

CMA represented in the International Organization of Securities Commissions (IOS-
&2� DQG LWV DIŬOLDWHG FRPPLWWHHV IRU ���������

&0$ UHSUHVHQWLQJ 6DXGL $UDELD LQ WKH )LQDQFLDO 6WDELOLW\ %RDUG �)6%� IRU ����

Adopting the Real Estate Investment Traded Funds Instructions and the amended 
Close-Ended Investment Traded Funds Instructions

Adopting Financial Technology Experimental Permit Instructions

Amending Investment Accounts Instructions

Launching the Investor Protection app

$PHQGLQJ 5XOHV IRU 4XDOLŬHG )RUHLJQ )LQDQFLDO ,QVWLWXWLRQV ,QYHVWPHQW LQ /LVWHG 
Securities

Amending Merger and Acquisition Regulations

Amending the Rules on the Offer of Securities and Continuing Obligations and the 
Book Building Process and Allocation Method in IPOs

Amending Merger and Acquisition Regulations

Amending the Rules on the Offer of Securities and Continuing Obligations and the 
Book Building Process and Allocation Method in IPOs

Listing debt instruments issued by the Saudi government

Enabling fund managers to use aggregated orders to execute client orders

The most significant  capital market developments represented in the initiatives to achieve 
Saudi Vision 2030

12 Financial Leadership Programme (FLP) Achievements for 2018. 



���

Market Story

Documentation of the Saudi Capital Market History

The most significant  capital market developments represented in initiatives to achieve 
Saudi Vision 2030

2019

Amending the Capital Market Law

Offering 1.5% of Aramco shares for public subscription 

Issuing the Investor Rights Document

Announcing several incentives for listed companies in cooperation with various 
government entities

Accepting applications for the third batch of permits to experiment with FinTech

Establishing FinTech Saudi

Launching the Dividends Distribution (Paying Agent) service for all market 
participants 

Finalising Tadawul’s accession to MSCI Index and S&P Dow Jones Index, and the 
implementation of the fourth phase of joining FTSE Emerging Index

REITS’ accession to FTSE EPRA Nareit Global Real Estate Index

Launching MSCI Tadawul 30 (MT30) Index for the leading listed companies in the 
Kingdom

)LQDOLVLQJ WKH ŬUVW PHUJHU EHWZHHQ FRPSDQLHV OLVWHG RQ WKH 6DXGL FDSLWDO PDUNHW 
(SABB and Alawwal Bank)

Adopting the Instructions for the Foreign Strategic Investors' Ownership in Listed 
Companies

Applying fundamental changes to NOMU 

Applying the mechanism for the transfer of listed companies to the main market

Introducing NOMU Capped Index

5HGXFLQJ WKH ŬQDQFLDO FRQVLGHUDWLRQ IRU WKH VHUYLFHV SURYLGHG LQ WKH 6XNXN DQG 
bonds market

Applying a new trading session to the closing price

Introducing new amendments to the Rules on the Offer of Securities and 
Continuing Obligations

Adopting the Securities Clearing Centre Rules and the Derivatives Exchange Trading 
and Membership Rules and Procedures
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The most significant  capital market developments represented in initiatives to achieve 
Saudi Vision 2030

2019

CMA accession to IFIAR

Establishing investment funds to trade in Saudi sovereign sukuk

Reducing the nominal value of listed local Sukuk issued by the Kingdom

Kingdom advancing in global competitiveness indicators related to the Saudi capital 
market

FA and CISI conclude a strategic partnership agreement

/DXQFKLQJ WKH ,QWHUQDWLRQDO &HUWLŬFDWH LQ :HDOWK DQG ,QYHVWPHQW 0DQDJHPHQW E\ 
&,6, DQG ,)6$+ &HUWLŬFDWH

5HOHDVLQJ &\EHUVHFXULW\ JXLGH IRU ŬQDQFLDO LQVWLWXWLRQV

Releasing electronic service for disclosure of a deceased's investment assets

13 Financial Leadership Programme (FLP) Achievements for 2019. 
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2020

/DXQFKLQJ WKH &RUSRUDWH )LQDQFH 7HFKQLFDO )RXQGDWLRQV &HUWLŬFDWH SURYLGHG E\ &,6,

CMA licences Securities Clearing Centre Company (Muqassa), and designates it as a QCCP

Adopting Securities Central Counterparties Regulations

Launching an electronic service for authorisation to conduct Securities Business

Adopting the amendments to the Securities Business Regulations, Authorised Persons 
5HJXODWLRQV� DQG *ORVVDU\ RI 'HŬQHG 7HUPV 8VHG LQ WKH 5HJXODWLRQV DQG 5XOHV RI &0$

Adopting Instructions on Issuing Depositary Receipts Out of the Kingdom

Allowing Foreigners to Invest Directly in Debt Instruments

Accepting applications for the fourth batch of permits to experiment with FinTech

Adopting the amendment to Annex 1 of the Regulatory Rules and Procedures issued pursuant 
to the Companies Law relating to Listed Joint Stock Companies
2EOLJDWLQJ WKH LVVXHUV RI OLVWHG VHFXULWLHV LQ WKH PDLQ PDUNHW WKDW DQ\ QRWLŬFDWLRQ WR WKH 
Exchange and disclosure to the public is made in both Arabic and English    
&0$ WDNHV PHDVXUHV WR DGGUHVV WKH UHSHUFXVVLRQV RI &29,'���

Launching derivatives market and trading in the MT30 Index Futures

Finalising accession to FTSE Emerging Index

Approving FA establishment and organisational arrangements

Appointing the members of FA’s Board of Trustees

Adopting amendments to the Market Conduct Regulations1

Adopting amendments to the Rules for Special Purpose Entities2

Adopting amendments to the Rules on the Offer of Securities and Continuing Obligations and 
WKH *ORVVDU\ RI 'HŬQHG 7HUPV 8VHG LQ WKH &0$ 5HJXODWLRQV DQG 5XOHV3

1  On 25th January 2021

2   On 14th January 2021

3  On 14th January 2021

The most prominent developments in the  capital market regarding the Kingdom’s Vision 
2030 initiatives 

14 Financial Leadership Programme (FLP) Achievements for 2020. 
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62 Capital market milestones from 2003 to 2020 
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Ȏ 2001

-24 Ȏ 2018 ،ةȡȔțȔاȅال ǂاʻاǗǨȧل ȟȕǰțال ǝȈǛȑال ،ǀǛاهȅة، الȡالȑاق الʻوȤا ǂاǨǚțƾ ،ȗǰ ȊاȑȈ ȝȁǱǩم.

-25 Ȏ ���� ،Ǫاʠʷها، الǚțǱǄا وșˍƱǥȔ ةȡالȑال ǀǚاʼو.
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Publications in Arabic

 ȓõõƾ الǱاهõõǸȩǰ țõõƾ ȓȡõõǡǐ Ǜõõة مʻǖ ،ǗõõȑǑاسõõة õõȑȈțǐ Ǜõõːưة الȈǛõõǥاȝõõȍǸ ǂ الȁõõǥاȡȀة واõõǩȀȦاǎ وǀǖțõõǌ الțȅائȏõõ الȑالõõȡة -1

ȟõõالȑال ǖاõõǡȁال ȓõõم ǗõõǑȍة لõõȡلƯȈ ǂاȈǛõõǥة الõõȑȈțǐ Ȋțõõǐ ȟõõȕǰțال ȝõõȅǅȍȑال ،ȟõõالȑال ȟƿõõاسǑȑال Ȏاõõǵȕال ȋõõǴ ȟõõȀ 

Ȏ 2012 țõõʁما ��� ȟõõمțʁ ،ǀǛȉõõǡƾ Ǜõõǭȡǔ ǗõõȑǑة مõõǹامǌ ،ȞǚاǖȦوا

 ʻاǨ ȟõõǬالǏõõ الǗõõǑاǖ، اõõƿǅǔاǚ الțǹامȋõõ الțǸ ȝõõȍǸ ǀǛõõǈƳȑائư Ǘõõسȏșõõ الȈǛõõǥاǂ الǖțǹõõǡية الõõǡȑاهȑة، ǚسõõالة ماõõȡȍȈ ،Ǜȡǅõõǡǌة -2

Ȗ 1411 ،ǝõõʣʸǹال ǗõõƿǸ ȇõõȍȑة الõõǹامǌ ،ǀǚاǖȦوا ǖاõõǩǅȄȨا.

 ʼايǗõõșȀ ȓõõƾ Ǘõõ الõõǩǑاņ ،ȒمǖǗõõǑاǂ ومõõȄțǹاǂ اȨسõõȑǉʝاȟõõȀ ǚ سțõõق اȤسȏșõõ الǖțǹõõǡية� ʻǖاسõõة مǗȡاõõȡȔة ȟõõȀ مõõȅǱȕة 3-

�������Ǧ ،Ȏ 2002 Ǜõõʁاȕ1، ي Ƕ ، 24 ǋõõم ،ǀǚاõõǍǅة الõõȡȍȈ � ȃõõʣʴاȄǝة الõõǹامǌ ،ةõõʠʳاǍǅال ǆțõõǑƿة الõõȍǍم ،Ňȏõõȡǩȅال 

-4 Ȏ 2011 ،Ǫاʠʷال ǀǗʠʷǌ ،يةǖțǹǡة الȡالȑق الțǡال ǚاȡșȔȨ ةǡامǕال ȜǛȈǙال ،ȞǛȑǹال ǗȡȑǑال ǗƿǸ.

-5 Ȟǖțǹõõǡال ȟõõȀǛǩȑال Ȏاõõǵȕال ǀǖțǹõõس Ǜõõːưņ ،ةõõمǛǕامƾ Ǘȡǹõõس Ǘõõȑǐưو ،Ȏاõõǡƿال ȓõõȑǐǛال ǗõõƿǸ Ǘõõالǔو ،ȟõõȕșǍال ɍا ǗõõƿǸ ǗõõȡǸ 

Ȏ ���� �����Ǧ Ǧ ،1 Ƕ ، 12 Ȏ ،ǀǚاǖȦوا ǖاõõǩǅȄȨا �ǝõõʣʸǹال ǗõõƿǸ ȇõõȍȑة الõõǹامǌ ةõõȍǍم ،ŇةõõȡȀǛǩȑال ǀÛاõõȁȉال ȝõõȍǸ.

�� ȟõõƾǛǹال ǂاõõاسʻǗال ǝõõȈǛم ،ȓǱȕõõǤية، واǖțǹõõǡة الõõȡʑǛǹة الõõȉȍȑȑȍل ȟõõǸاȑǅǌȨوا ȞǖاõõǩǅȄȨا ǚțõõǱǅال ،ǚاõõȡǱال Ǜõõȉƾ ةõõȉȍم 

Ȏ ���� ،ȟõõƾوʻوȤا.

Reports

1. CMA annual reports

2. Tadawul annual reports

3. SAMA annual reports

4. National Centre for Financial and Economic Information, Ministry of Finance and National Economy

�� :RUOG %DQN
V (DVH RI 'RLQJ %XVLQHVV 5HSRUW

�� :RUOG (FRQRPLF )RUXP
V *OREDO &RPSHWLWLYHQHVV 5HSRUW

�� � /HVVRQV IRU 2XU (FRQRPLF 6XVWDLQDELOLW\� 6RXT $O�0DQDNK 	 )LYH 2WKHU *&& &ULVHV� .XZDLW )LQDQFLDO 

&HQWUH� ����
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Periodicals

1. Um Al-Qura newspaper

2. Voice of Hijaz newspaper

3. Tadawul magazine

�� $UDPFR :RUOG 0DJD]LQH

Websites

1. CMA

2. Saudi Exchange 

3. General Secretariat of Committees for Resolution of Securities Disputes (GS-CRSD)

4. Bureau of Experts at the Council of Ministers 

5. National Centre for Archives and Records 

�� 6$0$

7. Ministry of Commerce

8. Ministry of Finance

�� *HQHUDO $XWKRULW\ RI =DNDW DQG 7D[

10. Saudi Customs

11. General Authority for Statistics

References in English

�� %HQ 5� &UDLJ 7KH 6RXN DO�0DQDNK &UDVK� )HGHUDO 5HVHUYH %DQN RI &OHYHODQG� �����

�� -HDQ�)UDQFRLV 6H]QHF� WKH JXOI FDSLWDO PDUNHWV DW D FURVVURDGV� 7KH &ROXPELD -RXUQDO RI :RUOG %XVLQHVV� 

�����

3. Mohamed A. Ramady, The Saudi Arabian Economy Policies, Achievements, and Challenges, Springer US, 

2010.
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Terms & Names Page No.
Ibrahim Al-Sanea ��

Ibrahim Abdul Aziz Al-Assaf 143 ,158 ,212 ,370

Ibrahim Mohammed Al-Romaih 158 ,370

Ahmad Abdul Kareem Al-Kholifey 312

Ahmed Aqil Al-Khateeb 230, 374

Ahmed Farid Al-Aulaqi 374

Ahmed Mohammed Al-Khowaiter 173 , 371

Stock control department ��� ��� ��� ��� ��� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���

Listing

��� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���

Debt instruments ���� ���� ���� ���� ���� ���� ���� ���

Acquisition ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���

Authorised persons
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���� ���

Ownership notice ���� ���� ���� ���� ���� ���

Disclosure 

��� ��� ��� ��� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���

 Index of Terms and Names
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Terms & Names Page No.
Minority investor ���� ���

Subscription 
��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� 
��� ��� ��� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���� ���� ���� ���

Financial Academy (FA) ���� ���� ���� ���� ���

General Secretariat of Committees for Resolu-tion 
of Securities Disputes (GS-CRSD) 230

Prince Saud Bin Jalawi 48

Prince Abdulrahman Bin Mohammed Bin Ayaf Al-
Miqren

173

Prince Abdulaziz Bin Musaed 30

Prince Fahd Bin Faisal Al-Farhan 47

Prince Mohammed Bin Salman ���� ���

Global competitiveness ���� ���� ���� ���

Saudi Stock Exchange (Tadawul) ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
240, 245, 281, 282

Parallel market (NOMU) ���� ���

Saudi Shares Registration Company (SSRC) ��� ���� ���

Arab Vehicle Company 38

Saudi National Motor Vehicle Joint-Stock Company ��� ��� ��

Central Trading Hall (CTH) ��

Standing Supervisory Committee (SSC) ��� ���� ���

Supreme Joint Committee to Separate the 
Functions and Jurisdictions of CMA and Tad-awul 375

Ministerial Committee ��� ��� ��� ��� ��� ��� ��� ��� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���

Implementing Regulations ��� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���

Supreme Economic Council 143, 212, 213, 214, 217, 218

National Centre for Finance and Economic 
Information ���� ���� ���

Smart Investor ���� ���
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Terms & Names Page No.

Issuer
��� ��� ��� ��� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���

Banking Institute ���� ���� ���

King Saud Bin Abdulaziz 43

King Fahd bin Abdulaziz ��� ��� ���� ���

General stock market index 125, 130, 143, 204, 205, 217

SARIEE money transfer system ���

Commercial Law 30, 37, 38

Saudi Organization for Chartered and Profes-sional 
Accountants ���

$O�:DOLG $EGXO�5D]]DT $O�'XUDLDDQ 323

Auction method ���

Merger ��� ��� ��� ��� ��� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���

Financial Leadership Program (FLP) ���

Financial Sector Development Programme (FSDP) ���� ���� ���� ���

Stock exchange

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

338

Allocation ��� ��� ��� ��� ���� ���� ���� ���� ���� ���� ���� 
345

Trading 

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� 
��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� 

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� �������� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ����  
���� ���� ���� ���� ���� ���� ���� ���� ���� ���
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Terms & Names Page No.
Tadawulaty ���� ���

Turki Dhaif Allah Al-Mutairi 324

Real-time (T+0) 280

Credit rating ���� ���� ���� ���� ���� ���

Jadarat 321

Jammaz Abdullah Al-Suhaimi 143

Investor rights ���� ���� ���� ���

Hamad Saud Al-Sayyari 82, 143, 178

Corporate Governance ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
333

Khalid Al-Jawhar ��

Khalid Al-Hussan ���

:RUWKOHVV 203, 204

Privatisation ��� ��� ��� ���� ���� ���� ���� ���

Class action lawsuit ���� ���� ���� ���� ���

Capital 

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� 
��� ��� ��� ��� ��� ��� ��� ��� ��� ������ ��� ��� 
��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� 

��� ��� ��� ��� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ��� ���� ���

Pledged securities 273
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Sarah Al-Suhaimi 242

Sami Mohsen Baroum 242

Book building ���� ���� ���

Closing price ��� ��� ���� ���� ���� ���� ���

Open price ���

Saud Abdulrahman Al-Shammari 171 

Saud Majid Al-Duwaish 230

Suliman Al-Olayan 47, 48

Suliman Al-Mandeel 85

Sulaiman Abdel-Aziz Alsleim 82

Sulaiman Qabel 37

Bonds
��� ��� ��� ��� ��� ��� ��� ��� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���

 Market

01, 02, 03, 04, 17, 58, 72, 80, 81, 82, 84, 110, 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���
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Stock market 

��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

347, 352, 353, 354, 358

Souk Al-Manakh ��� ��� ��� ��� ��� ��� ��� ��� ���

Souq Dhulmajaz ���

Souq Okaz 04, 05

 Capital Market

��� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���

Souq Majanna 05

Liquidity ��� ��� ��� ��� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���

Family-owned companies ���� ���� ���� ���

Listed companies

��� ��� ��� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���

STC ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
353

Transparency 
��� ��� ��� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���

Investor complaints ���� ���� ���

Small investors ��� ���
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Sukuk ��� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���

Funds 

��� ��� ��� ��� ���� ���� ���� ���� ����  ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� 

Investment Funds
��� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���

Real Estate Investment Funds ���� ���� ���� ���� ���� ���� ���� ���

Real Estate Investment Traded Funds (REITs) ���� ���� ���

Close-Ended Investment Traded Funds ���� ���

Exchange-traded funds (ETFs) ���� ���� ���� ���� ���� ���� ���

Public Investment Funds (PIF) ��� ��� ��� ���� ���

Tariq Ziyad Al-Sudairy 323

Tareg Abdulrahman Al-Sadhan 323

Listing 

��� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���

Tal Hisham Nazer 323

Taha Abdullah Alkuwaiz 371

Adel Al-Jubeir 338

Abdulrahman Al-Sulaiman 370

Abdulrahman Abdulaziz Al-Tuwaijri 143, 214, 218, 370

Abdurrahman Abdullah Al-Hamidy 230

Abdulrahman Abdulmohsen Al-Khalaf ���� ���� ���� ���

Abdul Rahman Muhammad Al-Rashed 232, 370

Abdulrahman Yahya Al-Yahya 230
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Abdulsalam Al-Aqeel 242

Abdulaziz alKhuraiji 42

Abdulaziz Al-Zamil ��

Abdullah Hasan Al-Abdulgader ��� ,158

Abdullah Saleh Al-Suweilmy 231, 371

Abdullah Abdulrahman Al-Hamoudi 230

Abdullah Abdulqader Shibatalhamd 322, 324, 371

Sanctions ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
230

Share premium ��� ��� ���� ���� ���

Ghazi Al-Gosaibi ��

Bubble ��� ���� ���� ���� ���� ���� ���� ���� ���

Falag Ali Al-Mansour 173

Fahd Al-Thunayan 47

Fahad Al-Saif 242

Fahad Abdullah Aldossari 323

Fahad Abdullah Al-Mubarak 143, 231, 370

Fahd Kraidees 44

Loans ���� ���� ���

Market sectors 223, 234, 235, 273

Listing Rules
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���

Financial statements
��� ��� ��� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���

Nominal value
��� ��� ��� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���
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Market value
��� ��� ��� ��� ��� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
354, 358

Dispute Resolution Regulations ���� ���� ���

Authorised Persons Regulations ���� ���� ���� ���� ���� ���� ���� ���� ���

Market Conduct Regulations ���� ���� ���� ���� ���� ���� ���

Offer of Securities Regulations ���� ���� ���

Appeal Committee for the Resolution of 
Securities Disputes (ACRSD)

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
318

Committee for the Resolution of Securities 
Disputes (CRSD) ���� ���� ���� ���� ���� ���

Lama Ghazzawi 242

 Trader

��� ��� ��� ��� ��� ��� ��� ��� ��� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���

Underwriter 317

 CMA Board 

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ������

G20 255, 284, 333, 334

Mohammed Abalkhail ��� ��� ��� ��

Muhammad Al-Jasser 143

Mohammed Abdullah Al-Jadaan ���� ���� ���

Mohammed Abdullah Elkuwaiz ���� ���� ���� ���

Mohammed Abdullah Al-Marzouki 171, 371

Muhammad Abdul Malik Abdullah Al-Ash Shaikh 231, 244, 370

Mohammed Meghnim Al-Shumrani 158, 370
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FinTech Lab ���� ���� ���

Securities Depository Centre (SDC) (Edaa) 345

Securities Clearing Centre Company (Muqassa) ���� ���� ���

Opening auction 345

Derivatives ��� ��� ��� ��� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���

Mudaraba 11

Clearing ��� ��� ��� ��� ��� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���

Mansour Saleh Al-Maiman 85

Munir Nawar Al-Otaibi 85

Capital Market Institutions 223, 273, 283, 284

International Finance Corporation (IFC) 127, 327

Index 

��� ��� ���� ���� ���� ���� ���� ���� ���� ���� 
127, 130, 131, 132, 134, 135, 143, 177, 178, 204, 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���� ���

S&P Dow Jones Index ���� ���� ���

TASI ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
352, 353, 354

Dow Jones Global Index 332

FTSE Russell Index ���� ���� ���� ���

MSCI Index ���� ���� ���� ���

Global indices ���� ���� ���� ���� ���� ���� ���� ���

Prospectus ��� ��� ��� ��� ���� ���� ���� ���

X-STREAM INET ���� ���� ���

Electronic Disclosure System (IFSAH) ���
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 Capital  Market Law

��� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���� ���

Companies Law ��� ��� ��� ��� ��� ��� ��� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���

Central trading units ��� ��� ��� ��� ��� ��� ���� ���� ���� ���

Brokerage 
��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� 
��� ���� ���� ���� ���� ���� ���� ���� ���� ���� 

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� 
���� ���� ���� ���� ���� ���� ���� ���� ���� ���

Credit rating agencies ���� ���� ���

Youssef Hamad Al-Blihid 101, 370, 373

Youssef Al-Hammad ��� ��
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Document Document No. Page No.
Royal Decree No. 381 on the establishment of the Ministry of 
Finance 1 24

Royal Decree approving the Hejazi-Najdi Mon-etary Law 2 25

The National Company announcing subscrip-tion to its shares 3 ��
A letter from King Abdulaziz to Prince Abdulaz-iz Bin Musaed  
encouraging the people of Bu-raydah to subscribe to the shares of 
WKH  6DXGL RLO FRPSDQ\ LQ ����

4 30

A letter from King Abdulaziz in which he en-courages the people of 
Najd residing in Bagh-dad to subscribe to the oil company’s shares 
LQ ����

5 31

Concession to operate vehicles between Jed-dah and Makkah and 
Al-Umrah � 32

Articles of Association (AoA) of the Saudi Na-tional Vehicle Joint-
Stock Company 7 34

Announcement on selling copies of the Arti-cles of Association 
(AoA) of the National Vehi-cle to operate vehicles 8 35

Names of subscribers for the Saudi National Vehicle Joint-Stock 
Company � 35

Article on the convening of the General As-sembly of the Saudi 
National Joint-Stock Com-pany in 1347 AH 10 ��

Royal Order on forming the Trade Council 11 37

Article 14 of the Commercial Law 12 38

Royal Decrees on merging vehicle companies 13 38
(GLWRULDO RI 8P $O�4XUDńV ���WK LVVXH WLWOHG Ń2XU 1DWLRQDO &RPSDQLHV 
and Their Successes’ 14 ��

7KH ŬUVW EXVLQHVV UHSRUW RI WKH $UDE 6DYLQJV DQG (FRQRP\ &RPSDQ\ 15 40
Invitation to subscribe to the shares of the Saudi Arabian Mining 
Syndicate �� 41



���

Market Story

Documentation of the Saudi Capital Market History

Document Document No. Page No.
$ ���� VKDUH FHUWLŬFDWH IRU WKH 6DXGL $UDELDQ 0LQLQJ 6\QGLFDWH 
Limited 17 42

The Establishment of the Saudi National Elec-tricity Company in 
5L\DGK LQ ���� 18 42

A letter granting a concession for lighting the city of Riyadh to the 
Saudi National Electricity and Economy Company �� 43

An article on granting the Saudi National Elec-tricity and Economy 
Company the concession for lighting the city of Riyadh 20 44

Council of Ministers’ Resolution on reducing electricity tariffs 21 45

The concession granted to Al-Nasr Gypsum In-dustries Company 22 ��

Royal Decree on founding the National Gyp-sum Company 23 ��
A government statement banning the use of the term ‘company’ 
without a licence 24 48

5R\DO 'HFUHH 0�� UDWLI\LQJ &RPSDQLHV /DZ RI ���� 25 ��

Royal Decree M/24 ratifying PIF Law �� 50
An invitation for public subscription by Makkah Electricity Company 
LQ ���� 27 ��

An example of an invitation for public sub-scription by Riyad Bank in 
���� 28 57

An invitation for public subscription by the Saudi Public Transport 
&RPSDQ\ LQ ���� �� 58

$ VWRFN FHUWLŬFDWH LVVXHG LQ ���� E\ WKH 6DXGL &HPHQW &RPSDQ\ 30 ��
5HJLVWUDWLRQ FHUWLŬFDWH RI $O�-DZKDU 7UDGLQJ DQG 'HYHORSPHQW 
Company 31 ��

Royal Decree on founding SABIC 32 ��
The allocation of 10% of SABIC’s share offering to Gulf Cooperation 
Countries (GCC) 33 ��

SABIC’s invitation to subscribe 34 70

Results of SABIC’s share allocation 35 71

$ VDPSOH RI 6$%,&ńV VKDUH FHUWLŬFDWH �� 71
Royal Decree regulating stock trading through operating Saudi 
banks 37 83

Ministerial Committee’s minutes of the meet-ing on CTH 38 ��
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Document Document No. Page No.
A letter from the Director-General of Banking Control on 
commencing work at CTH �� ��

A circular of the Director-General of Banking Control on adopting the 
VLJQDWXUHV RI &7+ RIŬ�FLDOV 40 ��

A circular of the Ministry of Commerce to joint-stock companies 
regarding CTH-related in-structions 41 ��

A report on trading volumes at CTH one week after inception 42 ��

$ VWRFN FHUWLŬFDWH LVVXHG LQ ���� 43 100

$ VWRFN FHUWLŬFDWH LVVXHG LQ ���� 44 100

$ VWRFN FHUWLŬFDWH LVVXHG LQ ���� 45 100
A letter from the Director-General of the Stock Control Department 
on adopting owner-ship notice instructions �� 102

$Q RZQHUVKLS QRWLFH LVVXHG E\ WKH 6DXGL $PHULFDQ %DQN LQ ���� 47 103

$Q RZQHUVKLS QRWLFH LVVXHG E\ %DQN $O�-D]LUD LQ ���� 48 103
The approval of rules regulating the invest-ment funds of local 
banks �� 104

A fund’s ownership notice proving stake in Tabuk Agricultural 
Development Company 50 ���

SSC’s minutes of meeting on trading sessions 51 114

Royal Decree on founding the Saudi Telecom Company (STC) 52 120

$ EXOOHWLQ RQ WUDGHG VWRFN SULFHV SXEOLVKHG E\ %DQN $O�-D]LUD LQ ���� 53 124
A bulletin on traded stock prices published by the Saudi 
Investment Bank in 2000 54 124

NCFEI index tracker 55 ���

A sample reporting of NCFEI index perfor-mance �� ���

A report issued by NCFEI 57 127

$ OHWWHU RQ WKH 6DXGL VWRFN PDUNHW GHYHORS�PHQW SURJUDPPH ������ 58 141

Royal Decree M/30 on approving the Capital Market Law �� 144
&RXQFLO RI 0LQLVWHUVń 5HVROXWLRQ 1R� �� RQ DS�SURYLQJ WKH &DSLWDO 
Market Law. �� 145

The approval of Rules on the Offer of Securi-ties �� ���

The approval of Listing Rules �� ���



388

Market Story

Documentation of the Saudi Capital Market History

Document Document No. Page No.
The approval of Market Conduct Regulations �� ���
7KH DSSURYDO RI *ORVVDU\ RI 'HŬQHG 7HUPV 8VHG LQ WKH 5HJXODWLRQV 
and Rules of the Capi-tal Market Authority �� ���

66&ńV PLQXWHV RI PHHWLQJ RQ :HGQHVGD\� ��QG -DQXDU\ ���� �� ���

The approval of the Authorised Persons Regu-lations in 2005 �� ���

The approval of the Securities Business Regula-tions �� ���

The CMA Board’s decision on forming CRSD �� 172

Council of Ministers’ Resolution on forming ACRSD �� 173

Etihad Etisalat’s prospectus (issued in 2004) 70 177

CMA Board approval of Corporate Governance Regulations 71 183
The decision of CMA Board on approving In-vestment Funds 
5HJXODWLRQV LQ ���� 72 ���

$Q H[DPSOH RI D UHDO HVWDWH LQYHVWPHQW DQ�QRXQFHPHQW LQ ���� 73 ���

$Q H[DPSOH RI D UHDO HVWDWH VKDUH FHUWLŬFDWH 74 ���
A decision approving the Real Estate Invest-ment Funds Regulations 
LQ ���� 75 ���

News of the meeting of the Supreme Econom-ic Council to discuss 
the sharp drop in the stock market �� 213

The adoption of the Regulating Procedures for Resolution of 
Securities Disputes 77 ���

The approval for the establishment of the Sau-di Stock Exchange 
(Tadawul) 78 ���

The CMA’s approval of Merger and Acquisition Regulations in 2007 �� 245

Council of Ministers’ Approval of the Compa-nies Law in 2015 80 247
The approval of the Regulatory Rules and Pro-cedures Issued 
Pursuant to the Companies Law Relating to Listed Joint Stock 
Companies

81 248

The CMA Board approves the Real Estate In-vestment Traded Funds 
Instructions 82 253

The CMA Board’s decision to approve the Credit Rating Agencies 
Regulations 83 ���

Approving equal opportunities for GCC citizens in investing in 
the Saudi Stock Exchange 84 257



���

Market Story

Documentation of the Saudi Capital Market History

Document Document No. Page No.
The Council of Ministers’ Resolution to author-ise the CMA to allow 
IRUHLJQ ŬQDQFLDO LQVWLWX�WLRQV WR LQYHVW LQ OLVWHG VHFXULWLHV 85 ���

7KH $SSURYDO RI WKH 5XOHV IRU 4XDOLŬHG )RUHLJQ )LQDQFLDO ,QVWLWXWLRQV 
Investment in Listed Se-curities �� ���

7KH $SSURYDO RI WKH 8SGDWHG 5XOHV IRU 4XDOL�ŬHG )RUHLJQ )LQDQFLDO 
Institutions Investment in Listed Securities 87 ���

News of the Council of Ministers’ Endorsement of Vision 2030 88 ���

Announcing the amendment of the Capital Market Law �� 275

The Approval of the Securities Central Coun-terparties Regulations �� 282
Approval of the Rules for Registering Auditors of Entities Subject to 
the Authority's Supervi-sion �� ���

Approval of the Instructions on the Price Stabi-lisation Mechanism 
for IPOs �� 288

Adoption of the parallel market listing rules �� ���
Adopting the Rules on the Offer of Securities and Continuing 
Obligations �� ���

Adoption of the updated Merger and Acquisi-tion Regulations �� ���

Adoption of the new Corporate Governance Regulations �� ���

Adoption of the Investment Accounts Instruc-tions �� 301

Amendment of the Investment Accounts In-structions �� 301
0RGLŬFDWLRQ RI WKH 5XOHV IRU 4XDOLŬHG )RUHLJQ )LQDQFLDO ,QVWLWXWLRQV 
Investment in Listed Se-curities �� 305

Adoption of the Instructions for the Foreign Strategic Investors’ 
Ownership in Listed Com-panies 100 305

Adopting the rules for special purpose entities 101 308

Closed-ended Investment Traded Funds Reg-ulations 102 310

Approving the amendment of the Dispute Resolution Regulations 103 ���
King Salman Bin Abdulaziz’s statements regard-ing Aramco’s 
offering 104 337

Approving Aramco’s conversion into a joint-stock company 105 341



���

Market Story

Documentation of the Saudi Capital Market History

 Index of Images

Image 
no. Image title Source Page 

no.
1 Souq Okaz Saudi Ministry of Tourism 04

2 Saudi Ministry of Tourism Archive of the National Bank of 
Belgium ��

3 Bruges Stock Exchange Kuwait's Al Jarida Newspaper 07

4 Archives of the National Bank of Belgium London Stock Exchange 13

5 The Beurs Van Hendrick de Keyser New York Stock Exchange 15

� Al-Jarida Time Magazine 22

7 London Exchange in 1802
:KDW &DXVHG WKH 6WRFN  Market 
&UDVK RI ����ł$QG :KDW 'LGQńW _ 
Time

23

8 LSE Aramco Archive 23

� 7KH ŬUVW LVVXHG FRLQV GXULQJ .LQJ $EGXOD]L] 
UHLJQ Ł ���� Aramco Archive 25

10 6$0$ EXLOGLQJ LQ -HGGDK Ł ���� Saudi Arabian Monetary Agency 
(SAMA) ��

11 Pligrim receipts .LQJ 6DXG ELQ $EGXOD]L] :HEVLWH 
Archive 27

12 $ YHKLFOH IRU SLOJULP WUDQVSRUW LQ ���� Saudi Arabian Monetary Agency 
(SAMA) 33

13 Yamama Cement factory in the initial 
SKDVHV RI FRQVWUXFWLRQ LQ ���� 

$UDPFR :RUOG� 9ROXPH ��� )LIWK 
Issue, October 2008 48

14 Mr.  Sulaiman Al-Olayan beside the National 
*DV &RPSDQ\ WUXFN ������ Aramco Archive 48

15 The Algemene Bank Nederland branch in 
-HGGDK LQ ���� Alawwal Bank 52

�� Advertisements for buying an selling 
VKDUHV LQ SXEOLF QHZVSDSHUV LQ ����

Al Riyadh, Al Jazirah and Okaz 
Newspapers ��



���

Market Story

Documentation of the Saudi Capital Market History

Image 
no. Image title Source Page 

no.
17 Souk Al-Manakh in Kuwait Kuwait's Al Jarida Newspaper 73

18 An ad for selling and buying shares in Okaz 
1HZVSDSHU LQ ���� 2ND] 1HZVSDSHU LQ ���� 112

�� The cover of the Saudi Joint Stock 
&RPSDQLHV <HDUERRN ����  Saudi Stock Exchange ( Tadawul) 114

20  Tadawul Electronic System screen  Tadawul Magazine 118

21 The  Tadawul Electronic System  Tadawul Magazine ���

22 The over of  Tadawul report in 2001  Saudi Stock Exchange ( Tadawul) 120

23 7KH LQYHVWRUV ŭRFNLQJ WR VXEVFULEH WR 
Mobily shares Asharq Al-Awsat Newspaper ���

24 A crowd of subscribers seen by banks with 
the beginning of Bank Albilad's IPO Al Riyadh Newspaper 181

25 Subscribers crowd in bank branches Al Riyadh Newspaper ���

�� King Sulaiman reviewing the design of King 
$EGXOODK )LQDQFLDO 'LVWULFW �.$)'� LQ ���� Al Riyadh Newspaper ���

27 Development of tulip prices https//www.wealthstrate- 200

28 6WRFN PDUNHW FUDVK LQ ���� /gies.in ���

�� Mr. Jammaz Al-Suhaimi at the SEA annual 
meeting (November 2005) Al Riyadh Newspaper 211

30 A trading hall in a bank providing online 
trading services in 2007  Tadawul Magazine 241

31 Smart Investor program Annual Report of the CMA ���

32 Smart Investor program Annual Report of the CMA ���

33 *UDGXDWLRQ FHUHPRQ\ IRU WKH ŬIWK EDWFK 
RI WKH *UDGXDWH 4XDOLŬFDWLRQ 3URJUDP Annual Report of the CMA ���

34 Opening the Nomu-Parallel  Market  Saudi Stock Exchange ( Tadawul) ���

35 Cover of the Investor Rights Document CMA 323

�� The  Financial Academy Financial Academy 327

37 Aramco listing celebration  Saudi Stock Exchange ( Tadawul) 350



���

Market Story

Documentation of the Saudi Capital Market History

Table Table No. Page No.
Key decisions, procedures, and announce-ments coinciding with 
WKH 6DXGL VWRFN PDUNHW FULVLV RI )HEUXDU\ ���� 1 ���

Key trading rules and regulations 2 278
Evolution of the value of ownership in the main market per investor 
type in SAR Million 3 ���

1XPEHU RI FRPSODLQWV UHFHLYHG� FODVVLŬHG E\ WRSLF 4 315

Phases of including the Saudi market in the FTSE Russell Index 5 331
Transactions carried out during the phases of the inclusion of the 
Saudi market in the FTSE Russell Index � 331

Aramco offering timetable 7 343

Breakdown of Saudi Aramco subscribers by na-tionality 8 345

Sukuk and bonds market statistics in 2020 � ���

6XPPDU\ RI 5(,7Vń ŬQDQFLDO SRVLWLRQ LQ ���� 10 358

Financial Leadership Programme (FLP) achievements for 2017 11 ���

Financial Leadership Programme (FLP) achievements for 2018 12 ���

)LQDQFLDO /HDGHUVKLS 3URJUDPPH �)/3� DFKLHYHPHQWV IRU ���� 13 ���

Financial Leadership Programme (FLP) achievements for 2020 14 ���

 Index of Tables



���

Market Story

Documentation of the Saudi Capital Market History

Index of Figures

Figure Figure No. Page No.
6HFWRU�EDVHG PDUNHW VKDUH RI MRLQW�VWRFN FRP�SDQLHV LQ ���� 1 ��

6HFWRU�EDVHG FDSLWDO VWUXFWXUH RI MRLQW�VWRFN FRPSDQLHV LQ ���� 2 ��

1XPEHU RI VKDUHV �LQ PLOOLRQV� E\ VHFWRU LQ ���� 3 ��

.H\ PLOHVWRQHV RI WKH 6DXGL VWRFN PDUNHW ����������� 4 77

2UJDQLVDWLRQDO VWUXFWXUH RI WKH 6DXGL 6WRFN 0DUNHW ����������� 5 84

$ ŭRZFKDUW RI VWRFN WUDGLQJ RSHUDWLRQV � 88

Transactions of share ownership transfer 7 ��

1XPEHU RI LQYHVWPHQW IXQGV ����������� 8 107

1XPEHU RI VXEVFULEHUV WR LQYHVWPHQW IXQGV ����������� � 107

$VVHWV RI LQYHVWPHQW IXQGV �LQ 6$5 ELOOLRQ� EH�WZHHQ ��������� 10 108
Number and value of shares traded and corre-sponding transactions 
����������� 11 ���

1XPEHU RI OLVWHG MRLQW�VWRFN FRPSDQLHV ����������� 12 131

1XPEHU RI VKDUHV WUDGHG LQ PLOOLRQV ����������� 13 132

9DOXH RI VKDUHV WUDGHG LQ 6$5 PLOOLRQV ����������� 14 133

0DUNHW YDOXH RI VKDUHV LQ 6$5 ELOOLRQV ����������� 15 133

1XPEHU RI WUDQVDFWLRQV ����������� �� 134

*HQHUDO VWRFN SULFH LQGH[ ����������� 17 134

.H\ 6DXGL VWRFN PDUNHW GHYHORSPHQWV ����������� 18 137

Chapters of the Capital Market Law of 2003 �� ���

Key features of the Capital Market Law of 2003 20 150

0HPEHUV RI WKH ŬUVW &0$ %RDUG LQ ���� 21 ���



���

Market Story

Documentation of the Saudi Capital Market History

Figure Figure No. Page No.
&ODVVLŬFDWLRQ RI FDSLWDO PDUNHW FULPHV 22 170

Steps of founding and listing a joint-stock com-pany 23 181

2LO SULFHV EHWZHHQ ��������� 24 ���
Development of the general stock market in-dex during the period 
2001-2007 25 205

Value of traded stocks during the period 2001-2010 �� 205

6WRFN 3ULFH ,QGH[� ��WK���WK )HEUXDU\ ���� 27 ���

7DGDZXOńV ŬUVW ERDUG RI GLUHFWRUV 28 230

0DUNHW VHFWRU FODVVLŬFDWLRQ ������ �� 235

Tick size 30 237

&ODVVLŬFDWLRQ RI FRPSDQLHV DFFRUGLQJ WR SHU�FHQWDJHV RI ORVVHV 31 248

6XNXN RIIHULQJ YDOXHV ����������� LQ 6$5 ELO�OLRQ 32 250

7KHPH RI WKH 6WUDWHJLF 3ODQ ��������� 33 ���
2EMHFWLYHV RI GHYHORSLQJ DQ DGYDQFHG ŬQDQFLDO PDUNHW DFFRUGLQJ WR 
the FSDP 34 ���

Themes of the Financial Leadership Pro-gramme (FLP) 35 270
Main aspects to be addressed by the amend-ments to the Capital 
Market Law �� 274

Main amendments to the Capital Market Law 37 ���

Amendment of share purchase and sale com-mission 38 ���

Clearing operations before and after establish-ing Muqassa �� 282

Key main market regulatory developments 40 ���

Number of companies listed in the main mar-ket (2004-2020) 41 ���

Main changes to NOMU 42 ���

The number of companies listed on NOMU (2017-2020) 43 ���
7KH QXPEHU RI PHUJHU DQG DFTXLVLWLRQ UH�TXHVWV EHWZHHQ ���� DQG 
2020 44 ���

Key acquisitions in the Saudi market 45 ���



���

Market Story

Documentation of the Saudi Capital Market History

Figure Figure No. Page No.
The number of individual investors and in-vestment portfolios �� 302
Investors share ownership values according to investment behaviour 
in SAR Million 47 303

6LJQLŬFDQW PLOHVWRQHV LQ )$ KLVWRU\ 48 ���
Saudi Arabia's ranking in the Global Competi-tiveness Report on 
FDSLWDO PDUNHWV IURP ���� WR ���� �� 334

Preparations for Aramco’s IPO 50 340

&DSLWDO PDUNHW LQ ����� EHIRUH DQG DIWHU WKH $UDPFR ,32 51 347

7UDGLQJ LQGLFHV IRU DOO VKDUHV EHWZHHQ ���� DQG ���� 52 ���

$QQXDO SHUFHQWDJH FKDQJH LQ WKH LQGH[ EH�WZHHQ ���� DQG ���� 53 350
:HHNO\ HYROXWLRQ RI 7DGDZXO LQGH[ IRU DOO LV�VXHG VKDUHV EDVHG 
on total market value 54 350

Daily evolution of Tadawul index for all issued shares based on the 
total market value 55 351

7DGDZXO LQGH[ IRU DOO VKDUHV EDVHG RQ WKH PDU�NHW YDOXH RI IUHH ŭRDW 
shares �� 351

6LJQLŬFDQW HYHQWV LPSDFWLQJ 7$6, SHUIRUPDQFH EHWZHHQ ���� DQG 
2020 57 352

1XPEHU RI SXEOLF LQYHVWPHQW IXQGV IURP ��������� 58 355
Total number of participants in public invest-ment funds in 
WKRXVDQGV IURP ��������� �� 355

7RWDO DVVHWV LQ SXEOLF LQYHVWPHQW IXQGV LQ 6$5 %LOOLRQ IURP �����
2020 �� ���

Real Estate Investment Funds statistics be-tween 2013-2020 �� 357

Capital market milestones from 2003 to 2020 �� ���



���

Market Story

Documentation of the Saudi Capital Market History

ISBN: 978-603-90153-7-6                                   L.D. no. 1445/16170




