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Introduction ——

Introduction

Saudi Arabia’s Vision 2030 was created to express the ambitions and
aspirations of the Saudi people within a thriving society supported by a
vibrant economy. Vision 2030 outlines the Kingdom's long-term goals
and expectations and paves the way for a thriving society and economy
with ample investment opportunities and an attractive competitive
environment. One of the strategic drivers for achieving these objectives
s the development of an active capital market.

Under this far-reaching pioneering Vision, the Saudi capital market has
made significant strides over the past several years, positioning the
country as a leading market both regionally and internationally. However,
today's accomplishments could not have been realised without past
efforts.

This book documents the major events that have shaped the Saudi capital
market over its 100-year journey, covering three phases of development,
The first phase begins in 1926, with the formation of the first Saudi
joint-stock companies, which was soon followed by the emergence
of stockbroking firms establishing offices for the buying and selling of
stocks. The second phase begins in 1983 when the Custodian of the
Two Holy Mosques issued a Royal Order to regulate stock trading through
local banks, followed by the formation of the Ministerial and Supervisory
committees that further developed market legislation and technology.
The third phase is marked by the passing of the landmark Capital Market
Law in 2003, covering the formation of the Capital Market Authority (CMA)
in 2004, and the various subsequent developments that have made the
Saudi capital market one of the largest and most robust in the world.



And because a picture is worth a thousand words, and photos are one
of the best ways to document historical events, the CMA is pleased to
present this volume a photographic chronicle of the Saudi capital market
from 1926 to 2020. This overview contains photographs, official
documents, and illustrations. For those seeking additional information, a
more detailed version of this book can be found on the CMA's website.

This book and the wealth of documentation and photographic material
it contains is the result of a collaborative effort by numerous entities
and prominent public figures that were part of the major historical
developments of the Saudi capital market. To all those who gave so
generously of their time and shared their invaluable experiences, the CMA
extends its utmost gratitude and appreciation.

Lastly, this book is dedicated to you, our esteemed readers. It is hoped
that this book serves as an enlightening resource and reliable reference
for academics, professionals, and the general public.

Introduction



Foreword

Capital Markets and the Bourse

The Bourse (Stock Exchange)

The Arabic word “bursah,” similar to “bourse” in French, is derived from the name of the Belgian
\an der Buerse family of the city of Bruges who were known for their banking activities in
the 15th century. They operated the Ter Buerse Inn, which was a popular destination for
merchants from all over Europe. Eventually, the square where the inn was located became
known as “Oude Beursplein” (Old Stock Exchange Square), and the term “bourse” came to
refer to any organised securities market where securities were bought and sold by brokers on
behalf of investors. The Amsterdam Stock Exchange, established in 1602, is considered the
oldest “modern” stock exchange in the world.
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* From the archives of the National Bank of Belgium.
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Foreword

The Stock Exchange (Capital Market)

A stock exchange is an organised market for the buying and selling of securities, including
stocks, bonds, sukuk, derivatives and more. In this market, stockbrokers and other financial
intermediaries perform trades on behalf of buyers and sellers. The stock exchange is overseen
by a regulatory body, such as the CMA in Saudi Arabia, that establishes a system to regulate
transactions and enforces specific rules and regulations that companies issuing securities
must follow before and after their securities are made available to trade on the Stock Exchange.

Capital markets are divided into two categories:

e The Primary Market: where new securities are issued and sold to the public for the first
time.

e The Secondary Market: where investors buy and sell previously issued securities.

The Saudi Capital
Market Authority




Foreword

The Saudi Capital Market

Spanning a century, the Saudi capital market evolved in three phases:

e Phase one (1926-1984): This period includes the founding of the Kingdom of Saudi Arabia, followed by
the growth of the private sector, the creation of Saudi joint-stock companies, and the rise of unregulated stock
trading.

e Phase two (1984-2003): This period begins in November 1984 following the issuance of a Royal Order on
24th April 1983, which transferred stock trading services to commercial banks instead of unofficial brokers,
as well as the formation of the Ministerial and Supervisory Committees to oversee and regulate stock trading
activities.

e Phase three (2003-2020): During this phase, a comprehensive ecosystem for the capital market was
established and strengthened. This period of development saw the passing of the Capital Market Law and
the formation of the CMA Board, which assumed responsibility for overseeing and regulating the Saudi capital
market.
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The Beginnings )
Setting the Scene
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Phase One

The Beginnings



(1926 - 1984)



Phase |

The Concept of Shareholding Emerges
in Saudi Arabia Thought

Markets have existed and thrived in the Arabian Peninsula since pre-Islamic times, and they
have undergone a continuous evolution over the centuries. With the advent of the Saudi era,
the Kingdom's regions witnessed unprecedented urban and economic development. Trade
activities flourished, leading to a need for more investment capital, which was achieved
through merchants coming together to establish companies. This led to the emergence of
joint-stock companies, attracting the participation of a large number of merchants in Saudi

Arabia.

(1923)

The National Oil Joint-Stock Company

The concept of shareholding was not limited to individuals and merchants only. It was well-
considered by the late King Abdulaziz even before the Kingdom's unification. After the Eastern
and General Syndicate was established by Frank Holmes and other English businessmen in
1920, the founding King began setting the scene for a national joint-stock oil company. On
11th September 1923, King Abdulaziz sent a letter in which he encouraged the people of the
Najd region, who resided in Baghdad at the time, to subscribe for the company’s shares.
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*King Abdulaziz Foundation for Research and Archives.

1926 - 1984

A letter from King Abdulaziz
in which he encourages the
people of Najd residing in
Baghdad to subscribe for
the oil company'’s shares in
1923*



Phase |

Establishing Saudi Joint-Stock Companies

The Saudi state supported the formation of national joint-stock companies before the
Kingdom's unification and prior to introducing a legislative framework for companies. At the
forefront was transportation companies. Following the establishment of the Kingdom of the
Hejaz and Najd and its Dependencies, pilgrim transportation services were one of the main
economic activities of the people of the Hejaz region. In 1926, pilgrim vehicle transportation
services began to be provided between the cities of Jeddah and Makkah, leading to the
formation of several pilgrim transportation companies.

A pilgrim transport
vehicle in 1926

*Aramco World, volume 59, fifth issue, October 2008.



(1926)

The National Uehicle Company

InMarch 1926, the Saudi National Motor Vehicle Joint-
Stock Company was established, having received
a charter to operate vehicles between |eddah and
Makkah for 20 years. The company’s initial capital was
set at 30,000 pound and divided into 6,000 shares
at 5 pound each.* Additionally, half of the company’s
shares were made available for subscription to Saudi
citizens, which helped to further promote the concept
of share ownership. The charter, even back then,
included modern concepts and practices such as
disclosure, public announcements, and the invitation
to subscribe, as well as the election of board members.
The company’s articles of association were published
in the Um Al-Qura newspaper - the government's
official gazette - and the company continued to
publicly announce its general assembly sessions,
shareholder names, and annual reports in the official
gazette.

*Um Al-Qura, No. 64, Friday 19th March 1926.

1926 - 1984
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Phase |

(1928)

Company Registration Law

In 1928, a Royal Decree was issued
to approve the Company Registration
Law. Under this Law all commercial
companies  were  required 1o
submit an application to the Public
General Prosecutor Public General
Prosecutorion to obtain a registration
certificate issued by the company
registrar and approved by the Public
Prosecutor General. The Law defined
a company as an “association of two
or more individuals who have come
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together to conduct commercial
business activities

Company Registration Law of 1928*

(1931)

Commercial Law

The Company Registration Law was established to regulate existing commercial companies, but the formation
of new companies was based on traditional business practices. However, on June 1st, 1931, the Commercial
Law was issued by Royal Decree No. 32, becoming the first law 1o regulate the formation of companies in the
Kingdom. The Law defined a company as an agreement between two or more parties, and it identified three
types of companies: mufdwada (partnership by reciprocity), ‘inan (limited liability partnership), and muddraba
(profit sharing partnership). Additionally, Article 14 of the Law specifically mentioned joint-stock companies,
classified as 'indn companies, and defined them as “a company with a fixed capital that is divided into equal value
shares, without naming the shareholders, and is managed by appointed and dismissible representatives.”* The
Commercial Law paved the way for the formation of several Saudi joint-stock companies, particularly those that
specialised in the transportation for pilgrims.

*Um Al-Qura newspaper, No. issue 185, 6th July 1928. -
**Um Al-Qura newspaper, No.issue 347, Thursday, 6th August 1931. 1 8
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Phase |

(1926-1933)

Merging Uehicle Companies

The use of cars became increasingly popular from 1926 onwards, and as a result of the increasing number of
motor vehicle companies dedicated to transporting pilgrims in the Hejaz region, the owners proposed to the
government to merge these companies into a single joint-stock company. The government referred the proposal
to a specialised committee*, which eventually recommended forming a general automobile syndicate™*. In October
1928, a Royal Decree was issued to establish the Automobile Syndicate in Makkah and Jeddah, composed of 14
motor vehicle companies. Sheikh Muhammad Ali Al-Maiman was appointed as a government inspector for the
syndicate’s operations in Makkah and Sheikh Muhammad Al-Suliman Al-Bassam was appointed as an inspector in
Jeddah***, The formation of the General Syndicate was the first step towards merging the car companies.

Pilgrim
transportation
vehicles in Makkah,
1933 *kkk

*Um Al-Qura newspaper, No.issue 188, 27th July 1928, p. 2.
**Um Al-Qura newspaper, No.issue 197, 5th October 1928, p. 3.
***Um Al-Qura newspaper, No.issue 205, 30th November 1928, p. 2.
**** From Aramca’s historical archives.
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1926 - 1984

By 1933, the number of motor vehicle companies had grown to 30, with over 800 cars in use *. On 15th May
1935 a Royal Decree was issued to merge these companies into a single entity called the “Arabian Motor
Vehicle Company,” with two separate administrative bodies for the management of both government and private
activities. Each motor company would transfer their assets, such as cars and equipment, to the new company
after valuation, and the value of these assets would constitute the company's capital, which would be divided
into shares of 10 pound each. The Decree also dissolved the existing Automobile Syndicate and transferred its
management to the new company, which would be overseen by the Ministry of Finance. A second Royal Decree
issued on the same day approved the formation of the company's first board of directors and the appointment
of general directors for the government and private branches.** The Arab Vehicle Company offered its shares for
public subscription with a capital of SAR 12 million and a total of 26,000 shares.

—

*** A pilgrim
transportation
vehicle, 1935.
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* Sawt al-Hijaz newspaper, No.issue 83, 14th November 1933, p. 2.
**Um Al-Qura newspaper, No.issue 546, 24th May 1935, p. 3.
***King Abdulaziz Foundation for Research and Archives
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Phase |

Accelerated The Establishment of More Joint-Stock Companies

In addition to car companies many diverse joint-stock companies were established following the implementation
of the Commercial Law, marking a new era for major economic projects in the Kingdom. These included the Arab
Company for Savings and Economy, the Printing and Publishing Company, and the Artesian Wells Company.
The establishment of these and other companies clearly reflected the spirit of economic cooperation and the
development of the concept of share ownership. Moreover, as the number of national joint-stock companies
increased, citizens began to invest in their shares. As an example, in 1936, the management of the Arab Company
for Savings and Economy published its first report, in which it expressed their gratitude for people’s interest in the

company, as 366 shares -one-fifth of underlying shares- were sold within five months.
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First business report of
the Arab Company for
Savings and Economy**



1926 - 1984

Interest in forming joint-stock companies continued to grow to address the country’s economic needs and further
support the government's vision. On 23rd April 1937/, the editorial of Um Al-Qura, issue No. 646featured news

about the success of several national companies in this regard.
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Editorial of Um Al-Quira,
issue No. 646, titled
“National Companies:

Achieving New Heights" *



Phase |

Shareholding in the Mining Sector

The state continued to promote the concept of shareholding and to encourage citizens to invest in the shares of
companies and government projects, including those in the mining, electricity, cement, gypsum, and commercial
banking sectors. In the mining sector, for example, the government signed an agreement with the Saudi Arabian
Mining Syndicate and granted it a mining concession to extract minerals. According to the agreement, 10%
of the Syndicate’'s common stock was to be offered to Saudi nationals for subscription within a month of the
announcement. The Saudi Arabian Mining Syndicate was founded with a capital of //2,000 pound. Soon after,
American mining engineer Karl Twitchell began gold prospecting in the Mahd Al-Dhahab mine in 1935. In May
1939, the Saudi Arabian Mining Syndicate offered 2,187 shares for public subscription at 30 pound per sharex,

King Abdul Aziz
with Karl Twitchell
in 1933**

*Sawt al-Hijaz newspaper, 28 May 1939
** Al J]azirah newspaper, Friday/Saturday 10 April 2020.
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Phase |

Joint-Stock Electricity Companies

The Saudi government encouraged the private
sector to form joint-stock electricity companies
to further promote share ownership. In 1933,
the Power Generation Industry Concession Law
was implemented, and local investors responded
positively. Two years later, in 1935, the Jeddah
Electricity Joint-Stock Company was established
by Muhammad Abdullah Reda and Ibrahim
Shaker, with a capital of 15,000 pound divided
into 15,000 shares. In 1946, the Taif Electricity
Company was founded by Ibrahim Al-Juffali and
his brothers, and in 1947/ *, the Saudi Electricity
Generation Company was established in Madinah
by Sheikh Abdul Aziz Al-Khuraiji. In 1946 several
Saudi entrepreneurs founded the Saudi National
Electricity and Economy Company in Riyadh, with
a capital of SAR 5 million and shares were made
available for subscription at SAR 100 each. By
1953, subscriptions amounted to SAR 3.5 million,
further solidifying the Saudi stock market.
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**Um Al-Qura newspaper, No. issue 11, Friday, 29th March 1946.
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Joint-Stock Cement Companies

With the expansion of building and infrastructure projects
in Saudi Arabia in the 1950s, increased demand for building
materials, resulted in the establishment of a number of
cement companies. Saudi Arabia also experienced growth
due large-scale urbanisation and government development
projects. In 1956, the Saudi Cement Company, later known
as the Arabian Cement Company, was founded with a
capital of SAR 20 million, divided into 200 thousand
shares. Of these shares, 98 thousand were made available
for public subscription at SAR 100 per share. The Arabian
Cement Company is one of the oldestjoint-stock companies
in Saudi Arabia and its shares are still traded on the Saudi
Stock Exchange.

An invitation to
subscribe for the
shares of the Arabian
Cement Company
(formerly known

as Saudi Cement
Company) in 1956.

*Um Al-Qura newspaper, No. issue 1602, 3rd February 1956.
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A share certificate
from the Arabian
Cement Company
(formerly known as
the Saudi Cement
Company) in 1971.

A dividend coupon.

*Um Al-Qura newspaper, Issue 1602, February 3, 1996
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(1957)

Riyad Bank’s IPO

The banking industry also played a significant role in the growth of local joint-stock companies. In 1957/, a
group of Saudi entrepreneurs established the Riyad Bank as a joint-stock company with an authorised capital
of 50,000 shares at SAR 1,000 per share. The founders subscribed for 34,000 shares (SAR 34 million), while
the remaining 16,000 shares (SAR 16 million) were made available for public subscription. Riyad Bank was
the first national bank in the Kingdom to offer its shares for subscription. The offering was successful in
sparking interest in the primary stock market and fostering a culture of subscriptions and promoting the
concept of share ownership.

*Riyad Bank

30



1926 - 1984

[ rs s ot M y

N ITENIND, N g
o vl o s o ~°. g\‘q .?K .'k“

o eediece
03845 - et ®

S e 3 ANy e 00 L L)

? ,-f:-"rfwu..ww
/"i’d UNE2SILDS L 201 S sa Sl t EuntI G s SO 23
- 5004V LA SN S ke s 7 STt s 2 S0
LBV 2w L LI Olen YA (Lt s '
Dy JL=IA (.r’d'w: 1 He
JLobn l,,.;-’.ﬂun'\./;gv'_wd.b L st YE Lind N UIYE o Ogme IR :

- > -t A » - - ¥ou » e 3 INP T
WRTATAAT 7 I 000 b ST o SEe Nt % o B ATA TS K0 AP T e AT
v G 75 T ol B SN pE N A SN NN TN AN AN T N SN

4 EINNTRPAT w...o(u-ut.fww 3

pINI vfg’.uwfﬁ;a-uu»&-‘* VL kM B

tb *ﬁ)“‘" "-"u; ‘ Invitation to

B St NI NERT o ARSI 7 W PSR A | subscribe for Riyad

.’:;, 1221 S el I O F LI s ) iienll n’.ﬂd'dlf..vl,(pl Y Bank's shares in

e SARAPSADTNE 2PV N LIl YA o | 1957.
eShDL AW WIEES A SOLANIAGE AU ANE §

=S s Sl SBLS SO it § ;
LN VA L @ 0 dss, BIE0 s
Saly Wal..\»-eywwu sl b 00 A BN e o)

Oy e % i

LGENT ¢ eapef ¢ dCreer ‘oyl)) AR
8*-;,9 CU ¢ UGS ¢ GEYDAY < 0eATE | R

MR U= T | ks

A3y wxumaue»auwuy..sa,uuc- vm,;;mg_,‘ 5

WYY BINELLSY NV Ladhlds w507 s Lo AW 9V N!Aﬁﬁw

L lleNIolena
f 0.:, e nad s Jm..,‘pw_m,luy AN S NS SANSLNE 2P s
oMl anlih

A e APEELUG P sl Wiz o 3
PV e SRS - BLIL) gDl Ao
F A CoAiE e - el S

. y—

ok e R R



Phase |

(1959)

National Gypsum Company

The gypsum industry in Saudi Arabia began in 1956 with the establishment of the Al-Nasr Gypsum Industries
Company, which was granted a 50-year concession to mine gypsum in the Najd region *, However, the concession
was later transferred to the National Gypsum Company, which was founded on 30th April 1959 as a joint-stock
company by virtue of a Royal Decree. The company had a capital of SAR 12 million, divided into 300 thousand
shares at SAR 40 per share, with half of the shares offered for public subscription **,

King Salman Bin
Abdulaziz during a
visit to the National
Gypsum Company
in 1973***

*Um Al-Qura newspaper, No. issue 1637, 19th October 1956

** Um Al-Qura newspaper, No. issue 1764, 17th April 1959

*** From the archives of the National Gypsum Company.
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Phase |

(1965)

Companies Law

The introduction of the Commercial Law in 1931
marked a significant change in the history of the
Saudi capital market and the formation of national
joint-stock companies. These companies were
present in various industries playing an important
role in diversifying economic activities, developing
the country's infrastructure, and promoting the
idea of share ownership among citizens. However,
the concept of share ownership was still limited to
the passive investment strategy of ‘buy and hold!
Shareholders viewed themselves as business partners
and were not inclined to sell their shares, particularly
since the ownership of shares in large joint-stock
companies such as electricity, cement, and gypsum
companies was concentrated among a small number
of businesspeople. Despite the early emergence
of the concept of share ownership, it was not fully
developed until the passing of the Companies Law by
Royal Decree M/6 on Z21st July 1965.

*National Centre for Archives & Records
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The Companies Law of 1965 played a crucial role in shaping the development of the Saudi stock market by
establishing a modern and transparent system. This Law provided specific guidelines for public subscription,
including conditions and timing, and outlined how to invite the public to subscribe through banks. Additionally, it
mandated that joint-stock companies provide detailed information in their prospectuses and adhere to disclosure
requirements. As a result of this law, the number of joint-stock companies that offered their shares to the public
increased, particularly with the merger of electricity companies and the Saudisation of branches of foreign banks.
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(1976 -1981)

Merging Electricity Companies

The merger of the provincial electricity companies played a significant role in the growth of the Saudi stock market
and encouraged citizens to participate in public offerings. The General Electricity Corporation was established in
1976 to execute electrical projects that aligned with the national development plan and to expand access to
electricity throughout the Kingdom. The consolidation process began by merging 95 smaller companies across
the country, resulting in the formation of the Consolidated Saudi Electricity companies of the Eastern, Central,
Southern, and Western provinces in the years 1976, 1979, and 1981 respectively. The shares of these newly
formed companies were then offered to the public, which had a positive impact on stock market activity and
increased interest among citizens.

The first power
generation facility
in Al-Khobar (built
in the 1950s).

f 5 AT Aga el AR L5
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* From the archives of the Saudi Electricity Company.
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Mergers of Provincial Electricity Companies of Uarious Provinces

The merger of 36
companies

Capital: SAR 8 billion
Number of shares: 80
million

The merger of 26 companies
Capital: SAR 5 billion

Number of shares: 50 million
Number of shareholders: 6330

1976

The Consolidated Saudi Electricity
Company of the Eastern Province

The merger of 12

The Consolidated Saudi companies
Electricity Company of the Capital: SAR 8 billion
Central Province Number of shares: 80
million

1979

The Consolidated Saudi
Electricity Company of the
Southern Province

The merger of 21 companies
Capital: SAR 4 billion
Number of shares: 40 million
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(1975 - 1983)

Saudisation of Foreign Bank Branches

A major development in the Saudi capital market was the government's move to allow foreign banks to open branches
in the Kingdom. This began in 1926 with the establishment of a branch in Jeddah owned by the Netherlands Trading
Society, which later became the Algemene Bank Nederland. Further foreign bank branches were established, bringing
their total number to ten, compared to only two national banks *. In 1975, the government led an initiative to Saudise
foreign bank branches, whereby at least 60% of the capital must be held by Saudi nationals and a cap of not more
than 40% on foreign ownership. By 1983, the number of commercial banks in the Kingdom had reached ten, and their
shares were made available for public subscription, which helped increase the number of publicly traded companies in
the market.

The, Ne"(herlandslTrading ) The late King Faisal Bin Abdulaziz during a visit to the
SOC'ETX*S branch in Jeddah in Netherlands Trading Society in 1926 to sign an agreement
13597 on the opening of a branch in Jeddah city. ***

*SAMA, Annual Report, 1976
** Muhmmad Saeed Al-Hajj Ali, the Saudi Arabian Monetary Agency: Establishment, Journey, and Achievements (1952-2001), 2nd edition, 2001.
** Teunis deGraaf (2012). For Trade and Society History of the Netherlands Trading Society, 1824-1964, Utrecht University, Netherlands
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June 21, 1975

Conversion of the National Bank of
Pakistan's branch to Bank Aljazira (a joint-
stock company)

Royal Decree No. M/46

National Bank of Pakistan (NBP)

100

SAR
million

Saudi shareholders

January 20, 1979

Conversion of Bank of Cairo’s branch
to the Saudi Cairo Bank (a joint-stock
company)

Royal Decree No. M/7

Banque du Caire

150

SAR
million

Saudi shareholders

Saudisation of Foreign Bank Branches

December 20, 1976

Conversion of Algemene Bank Nederland's
branch to the Saudi Hollandi Bank (a joint-
stock company)

Royal Decree No. M/85

Algemene Bank Nederland

105

SAR
million

Saudi shareholders

June 13,1979

Conversion of the Arab Bank Limited's
branch to the Arab National Bank

Royal Decree No. M/38

Arab Bank Limited

150

SAR
million

Saudi shareholders

June 4, 1977

Conversion of Indochina Bank's branch to
Banque Saudi Fransi (a joint-stock company)

Royal Decree No. M/23

Indochina Bank

100

SAR
million

Saudi shareholders

February 12,1980

Conversion of the First National City Bank's
branch to the Saudi American Bank

Royal Decree No. M/3

The Saudi American Bank

300

SAR
million

Saudi shareholders

1926 - 1984

January 21,1978

Conversion of the British Bank of the Middle
East's branch to the Saudi British Bank (a
joint-stock company)

Royal Decree No. M/4

British Bank of the Middle East

100

SAR
million

Saudi shareholders

December 13, 1982

Merging the branches of BLOM Bank, Bank
Melli Iran, and United Bank Limited to form
the United Saudi Bank

Royal Decree No. M/23

Foreign partner: 10% equally
shared among the three foreign
banks

250

SAR
million

Saudi shareholders
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(1984)

SABIC’s IPO

Prior to 1983, the stock market was limited to private national companies whose owners made some of their
shares available for public subscription. Additionally, foreign banks that had a presence in the country and foreign
companies that were granted mining concessions also had made share offerings. State-owned companies were not
a part of this market until the government made a significant privatisation move by making some of its projects and
affiliated companies available for public subscription. The Saudi Basic Industries Corporation (SABIC) was the first
and most notable government company to do so. SABIC was established by a Royal Decree on 6th September 197/6.
A few days later, on 12th September 1983, the Council of Ministers issued Resolution No. 298 approving the public

offer of 20% (2 million shares) of the company's shares. 1.8 million shares were allocated for Saudi citizens and 200
thousand were allocated for GCC citizens.
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The publicoffering of SABIC shares
began in January 1984, reaching a
total of 373,303 subscribers, who
paid over SAR 3.7 billion, resulting
inan oversubscription of 2.5 times,
Soon after, the company's board of
directors decided to increase the
percentage of offered shares to
3 million, representing 30% of the
company's shares instead of 20%.
The SABIC share offering was a
significant event in the history
of the Saudi stock market, as it
marked an increase in the number
of subscribers and offered shares,
and it also marked the first time
that small shareholders entered
the market in large numbers to
participate in public offerings
for investment purposes. As a
result, stock trading operations
increased.

Sample share certificate
from SABIC *
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Phase |

Kuwait’s Souk Al-Manakh Stock Market Crisis

Capital markets are often influenced by events in other markets, both regional and global, particularly when
it comes 1o the direct or indirect effects of crises. In 1982, a market crisis occurred in Kuwait, which had an
unofficial market called Souk Al-Manakh for trading shares of unlisted companies. Although the Saudi market was
not directly affected by this crisis, it did contribute to a desire for better regulation to prevent similar crises from
occurring in Saudi Arabia.

The Kuwaiti stock market was highly active between 1979 and 1982, with a focus on trading shares of closed
Kuwaiti companies, GCC companies, and phantom companies (which did not really exist). The market attracted
traders from the Kuwaiti and GCC communities, leading to speculation and causing a significant increase in share
prices and trading volume. In 1982, the number of traded shares reached 3.5 billion compared to only 837 millionin
the official market. Many speculators sought to buy shares at inflated prices. In doing so, they resorted to forward
sales, borrowing from banks, and even selling land and properties. The market value of shares in the Kuwaiti
market rose from S5 billion to $100 billion within several months, as share prices increased between 20 and 50%
monthly on average, and sometimes reached 100% growth in a day. As a result, traders and market speculators
of Souk Al-Manakh market, which numbered around 100,000 individuals, accumulated massive wealth,

Souk Al-Manakh
market in Kuwait

*

* Al-Jarida newspaper, issue 3rd February 2013.
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1926 - 1984

In August 1982, the Souk Al-Manakh market bubble burst when a leading speculator failed to pay off a large debt
after presenting a post-dated cheque that was not backed by funds. This news rapidly spread among traders, many
of whom were forced to sell their shares at a loss to settle their post-dated cheque debts. This led to a collapse
in prices, causing the bankruptcy of many market participants. Eventually, the Kuwaiti government stepped in to
restructure the stock market. The crisis highlighted the need for Saudi Arabia and other neighbouring countries
to establish a legal framework for regulating stock trading,

The Kuwaiti
stock market
experiences
its first major
decline, with
a drop of
approximately
25% in value.

Trading
begins

in Souk
Al-Manakh
market.

Souk Al-Manakh Crash Chronological Table

Increase of
stock prices
in Souk
Al-Manakh
market and
widespread
use of
post-dated
cheques to
purchase
shares.

May-July

1982

Souk Al-
Manakh
market
witnesses
a 60% drop
as aresult
of low oil
prices and
uncertainty
surrounding
post-dated
cheques.

The Ministry
of Commerce
and Industry
forms a
committee
to
investigate
issues
surrounding
post-dated
cheques.
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and all
trading
operations
are
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All forward
transactions
suspended.

An Emiriee
decree is
issued to
restructure
the Kuwaiti
stock
market.

November

1984

Kuwaiti
stock market
new building
opened.

Permanent
closure

of Souk
Al-Manakh
market and
transfer

of traded
stocks to the
restructured
Kuwaiti
stock
market.



Phase |

Stock Brokerage Firms

Prior to 1983, stock trading in Saudi Arabia occurred via an unregulated market made up of around 32 stock
brokerage firms located in the major cities. Stock trading became a popular profession among many people in
the late seventies and early eighties. The catchphrase “we buy and sell shares” became commonplace in both
newspapers and hanging over doorways of businesses. The catchphrase was a common and natural part of
everyday language. Prices for shares varied between brokerage firms and were based on personalrelationships and
access to information. The market was characterised by slow updates and low activity, and access to information
was not easy for traders. Stock trading was difficult and time-consuming, which prompted the need to regulate
the stock market to allow the Saudi capital market to progress to the next phase inits history, especially after the
collapse of the Souk Al-Manakh market in Kuwait.

A stock
brokerage firm
in the early
1980s.

46



1926 - 1984

o

= _‘AL_' v

\zwusu

.

}.’babj-%;i

I () R TS

Ny 2 dizr - P 0
 —

S .\
A s lan
LI Sl

i CFMA NI Y-58VA - Sl |

Lyl ’

a

Stock brokerage
advertisements in local
newspapers, 1981.

= —_—

S1§ 190 g Siigges

Ase $ 03NS L. -P\.‘"‘

AR SN 1Al LT AcE) 8



Phase |

Outcomes of Phase One

Subsequent to the offering of Arabian Cement Company's shares in 1956, the number of Saudi joint-stock
companies increased, particularly in the cement production and electricity sectors, reflecting the development
of the Kingdom's infrastructure and industrial growth. The number of joint-stock companies reached 14 by
1975, The period from 1976 to 1983 saw an increase in the number of companies being offered for public
subscription, particularly after the state’s initiative to Saudise foreign bank branches and merge electricity
companies. Moreover, this period witnessed growing interest among a growing number of citizens in the stock
market, especially following the government's move to offer shares at nominal prices significantly lower than
their actual value. The 1984 public offering of SABIC, a government-owned company, was the largest regional
offering at the time, providing a strong boost to the market. Consequently, the number of publicly traded joint-
stock companies rose to about fifty, and interest in stock trading further increased. In the same vear, a total of
4 million shares were traded, valued at SAR /60 million, with a market value of SAR 67/ billion, and /.8 thousand
transactions were completed.

Joint Stock Companies’ Market Shares by Sector in 1984

@ Electricity
Petrochemicals
@ Cementand gypsum
@ Transport
@ Financial
Food

@ Services
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1926 - 1984

Joint-Stock Companies’ Market Share According to Sectors in 1984

Before From 1955- " From 1965- From 1975- From 1979- 1984
1955 1964 1974 1978 1983

6 11

37 43 48 50

No. of companies

60

1979-1983 1984

1975-1978

50
1965-1974
40

30

20

1955-1964

10
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Key Developments in the Saudi Stock Market (1923-1984)

The Eastern
and General
Syndicate is
granted an oil
concession

and citizens

are invited to
subscribe for its
shares.

The Saudi
National Motor
Vehicle Joint-
Stock Company

1931 1935 1939 1946

The Arab Vehicle

Commercial Law

Company

Founding of the
Saudi Arabian
Mining Syndicate
and inviting
citizens to
subscribe for its
shares
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Riyad Bank’s
offering

1959 1965 1975 1976

National Gypsum
Company's
offering

Companies Law

Saudisation of
foreign bank
branches
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Phase Il

Regulating the
Saudi Stock Market

Royal Decree No. 8/1230, issued on 24th
April 1983, regulated the buying and
selling of shares through local banks as of
23rd November 1984, marking the start
of a new phase aimed at establishing a
regulatory framework for stock trading. The
Royal Decree restricted trading activities to
commercial banks, which were mandated
to open centralised trading units at their
headquarters and secondary trading units at
their branches across the Kingdom. Moreover,
the Royal Decree stipulated the formation of
a ministerial committee to oversee the new
regulations, As a result, @ new regulatory
framework for stock trading between 1984
and 2003 was created, with the Saudi
Arabian Monetary Authority (SAMA) issuing
implementing rules for regulating the trading
of company shares through commercial banks.

An infographic highlighting the regulatory
structure of stock trading in 1984

Receiving branch orders and
processing transactions

Receiving and transferring
purchase and sale orders

<—

<—

Regulatory
structure of stock
trading

1984-2003

Ministerial
Committee

Overall
supervision of
market activity

—

Control and
supervision of
stock trading

&— Standing Supervisory

Committee

SAMA's Stock Control
Supervising
Hepariment daily market

activities

—>

Commercial Banks Saudi Share Registration

Company (SSRQ)

V

Central Units )
Transferring

and recording
| ownership and
settlements

Matching banks’
orders

Branches
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Phase ll

The Ministerial Committee

In 1984, the Ministerial Committee was formed pursuant to Royal Order No. (8/1230). The Committee
members were Mr.Mohammed Ali abalkhail, Minister of Finance and National Economy; Dr. Suleiman Abdel-
Aziz alsleim, Minister of Commerce; and Mr. Hamad Saud Al-Sayyari, Governor of SAMA. For the next 20
years, the Ministerial Committee assumed the role of stock market supervision.

— /
L s

Hamad Saud Al-Sayyari Dr. Suleiman alsleim Mr. Mohammed Ali abalkhail
Governor of SAMA Minister of Commerce Minister of Finance
(1983-2009) (1975-1995) (1971-1995)

Responsibilities of the Ministerial Committee

. - - - -
’
4
’
1
{
\ '
4 4
e _ ’
Introducing General supervision Reviewing the Approving any
implementing rules of market activity and reports of the amendments to
for the trading shares developing related Standing Supervisory trading rules
through banks policies Committee (SSC)
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1984 - 2003

The Standing Supervisory Committee (SSC)

The SSC was formed under the Ministerial Committee and was comprised of experts from three government
entities: the Ministry of Finance, the Ministry of Commerce, and SAMA. The SSC worked in tandem with the
Ministerial Committee to supervise stock market activities. Meetings of the SSC took place at the headquarters
of SAMA and its decisions were passed by a two-thirds majority vote. Additionally, the SSC was obliged to submit
quarterly reports to the Ministerial Committee.

Responsibilities of the SSC

Having the right to Supervising trading
suspend trading or activities and
set trading limits for
certain companies
for no more thana S
Having the right to week based on public Reviewing oif e MRS el

overseeing the
implementation

suspend trading in the interest. the rules and Committee’s Irules
market pursuant to the instructions for and instructions.
Ministerial Committee's regulating trading

approval, activities.
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Phase ll

Stock Control Department

In the early stages of market development, legislation and regulations related to the stock market were starting
to be implemented, however, oversight and control did not meet the desired standards, especially as private
brokerage firms remained in operation. As a result, investors struggled to access market information concerning
supply and demand and daily buying and selling prices. Recognising the importance of having a specialised and
independent entity for trading affairs, SAMA established the Stock Control Department in 1985. For 20 years,
the Department supervised the market by enforcing regulations and directly overseeing market operations. The
Department also had a limited role in proposing regulations and guidelines to govern daily market activity.

SAMA
established
the Stock
Control
Department in
1985.
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1984 - 2003

Stock Control Department

Publishing
educational Specifying trading
materials. hours for central
trading units.

Analysing daily trading
- . operations based on
Receiving complaints. information received
from banks’ central
trading units.

Duties of the Equity
Control Department

Setting and
disseminating daily
opening and closing

prices.

Publishing Supervising the

training of central

. trading units’
newspapers. Receiving staff.

stock transfer
reports from
companies.

stock prices
in local
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Phase ll

Trading through Banks

Subsequent to the restriction of buying and selling of shares through commercial banks, bank branches became
responsible for handling trading services. They processed market orders and financial transactions. Funds were
transferred to sellers within two days of completing a sale and share certificates issued within one week of the
purchase. Moreover, the banks set up centralised trading units that received orders from branches and conducted
interbank trading operations. There were 12 central trading units at the time,

A trading
hall in a local
bank*

* Tadawul Magazine, issue 34, August 2009
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The Saudi Shares Registration Company (SSRC)

Companies and investors faced ongoing struggles in relation to distributing and receiving dividends, chief among
them being the procedures for the registration of ownership. These difficulties included issues related to the
certificates issued to shareholders and problems in communicating with investors due to a lack of access to
their information and missing mailing addresses. Additionally, there were delays in transferring and registering
new shares as well as updating company records. These issues resulted in investors having to wait for over 15
days to complete procedures. In response to these challenges, the Saudi Shares Registration Company (SSRC)
was established in 1984 with the participation of all Saudi banks, with the exception of Alrajhi bank. Each bank
contributed SAR 1 million to the SSRC's capital, totalling SAR 11 million. The SSRC's board of directors included a
representative from each participating bank.

Saudi Shares Registration Company

Completing share
ownership transfers
and registration

' Distributing
Settlmg dividends on
transactions behalf of joint-

stock companies

Bookkeeping Responsibilities of

and verifying the SSRC
documents
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Phase Il

Local Stock Index

On 28th February 1985, the National Centre for Finance and Economic Information (NCFEI), an entity affiliated
with the Ministry of Finance and National Economy, issued its first weekly general stock index, the NCFEl Index,
which was a capitalisation-weighted stock market index calculated using the following formula;

NCFEI = (today’s market value of total shares outstanding + yesterday’s market value of
total shares outstanding) x index value of the previous day.

The Ministry
of Finance
building which
housed the
NCFEl in the
1980s.
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1984 - 2003

Stock Trading Activity

Following the launch of the general stock price index, local newspapers started publishing daily reports on
stock trading activity. These reports included information on market sectors and the companies whose shares
were traded in each sector, along with the total number and value of shares traded and the total number of
transactions. This allowed investors to keep a daily watch on share prices, a more standardised approach from the
previous phase were prices varied among different stock brokerage firms.
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Phase ll

Central Trading Hall (CTH)

To make the registration and trading of shares easier, the Standing Supervisory Committee (SSC) proposed to the
Ministerial Committee a plan for regulating stock trading through a central trading hall. As a result, the Ministerial
Committee agreed to have bank representatives convene at designated times in the newly created Central
Trading Hall (CTH) to match and execute buy and sell orders.

)
.1’ "Y"“'T“n

| ’,"‘ 4)'!! [

The Industrial
Development
Fund building,
located on
the old airport
road (now
known as King
Abdulaziz
Airport Road),
which housed
the CTH in
1987.
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1984 - 2003

The CTH started its operations on 11th May 1987 on the ground floor of the Saudi Industrial Development Fund
building in Riyadh. A separate office was also allocated for the Saudi Shares Registration Company (SSRC), which
was located next to the CTH. However, the CTH only lasted for a week and the trading returned to the previous
system of central units. The reasons for the discontinuation of the CTH were the inefficiency and high cost of
trading; the global trend towards automated trading systems; reconciliation of banking payments, and trading
technologies; and ambiguity surrounding the compliance of some financial transactions with Islam.

Trading at the Central Trading Hall

Monday Tuesday Wednesday Saturday Sunday Monday
11 May 1987 12 May 1987 13 May 1987 @ay 1987 17 May 1987 18 May 1987

Traded
companies
No. of
transactions

Trading
volume o o . o o 5
55 218 300 7,199 843 1,780

Traded o o o o o o

|
vae 7,120 90,860 36,330 666,818 125,334 202,735

_@ (=
\JI — D?/ Infographics that
Total shows trading

movement in a

39 57 10,295 1,129,197  vesiow

CTH
Traded companies No. of transaction Trading volume Trading value
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Phase Il

Share Ownership Notices

Joint-stock companies continued to issue share certificates to their shareholders. However, in 1987, following
the brief operation of the CTH, share ownership notices were introduced as an alternative to certificates. While
the issuance of certificates continued, SAMA gave notices a faster settlement feature, allowing them to be
settled the next day (T+1) compared to two working days (T+2) for certificates. As an automated trading system
was being implemented, share ownership notices gradually replaced certificates. The system of trading, clearing
and settlement continued to accept both certificates and notices until 1996, when SAMA brought trading in
certificates to an end and required their holders to convert them to notices before being able to trade them.
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Phase Il

The Electronic Securities Information System (ESIS)

The Saudi stock market implemented the Electronic Securities Information System (ESIS) on 31st July 1990,
making it the first electronic stock market in the region and among emerging markets. The system provided
information on market orders, trading prices as well as data on joint-stock companies, their financial statements,
and announcements. Initially, the system operated a single evening session, but in October 1992, a second
trading session was added. Consequently, the system operated from Saturday to Wednesday for four hours per
day, divided into two sessions, morning and evening. In 1994, a Thursday morning session was added. Moreover,
ESIS linked the trading screens of banks' central trading units to SAMA'S consolidated information screen. As
technology advanced and the automation became faster, traders began to prefer trading using the system
through banks instead of the firms that previously dominated trading before 1990, Gradually, the brokerage firms
went out of business with only a few remaining. Furthermore, the Saudi Shares Registration Company (SSRC)
issued annually its Saudi Joint-Stock Companies publication, which contained trading and company information

for the previous four years, enabling investors to track companies’ performance and make informed investment
decisions.

Cover of
the Saudi
Joint-Stock
Companies
publication
(1992).
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1984 - 2003

Stock Price Bulletins

Following the implementation of
the Electronic Securities Information
System (ESIS) for the Saudi stock
market in 1990, traders were able
to access real-time stock prices
during market hours and no longer
needed to rely on daily stock price
bulletins issued by banks. These
bulletins used to include the names
of listed companies, the number of
transactions completed, the number
of shares traded, the high, low, and
average prices, book values, and
annual earnings per share as well as
dividends paid per share,

A stock price
bulletin issued
by Bank

Aljazira (1992).
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Local Stock Investment Funds

The Saudi stock market until 1992 was primarily dominated by individual investors, Markets dominated by individual
investors tend to be highly volatile reacting quickly to political and economic events. This is one of the reasons why
capital markets have historically shifted towards promoting institutional investment and encouraging individuals to
invest through institutional channels, such as investment funds. In Saudi Arabia, local banks were granted permission
to establish stock investment funds pursuant to Resolution No. 2052 by the Minister of Finance and National
Economy on 1/th January 1993. This decision approved regulations for investment funds managed by local banks,
and the banks subsequently began creating funds for local stocks. This was an important step in attracting the
savings of individuals who were hesitant to participate in the stock market due to a lack of financial knowledge.

The regulations permitted investment funds to own shares of publicly traded companies. The following document is

an ownership notice of an investment fund owning shares in the Tabuk Agricultural Development Company, issued
by the SSRCin 13992,

/‘@ Y~~~ /E‘\’x N /ﬁt @ ’Q:\ /‘"@\( ;(: -~
\\‘/ /\\\g_ N\ ; ) /\@/\\ﬂ i \w/\@/\\\

P y!J,g-..Jq:_,a.J\ s

2

27NN g

888888
)

AN

@

o=

\_/j NV =¥ \¥/

(

o e le a3t
‘\¥/'/ aS, E-:-‘-*-’ 1ot Jylasl bl f.....Sh PR P P}
) )
\S,/ L L1 A-VATRES F U IR E LN AR VAV SRSy S 4T-..TV1Z9 BS D L 5) /
S &
" Banl 4301 AaolIlt Geun 32,5 ¢ et ! \SRY/
s
/ \3
! / pslioll Ggaus @ <ML e Q/
= Y e
o~ N~
\\E// lemtual Fads 1 iblps IS 2 S SR [P \\@}
(~3 l Yisae ‘@
l—.‘--/,-o-aﬂ OFTeTiy ek S| ¢ pe—3l 2
‘\s/ N ! \\§/.}
o~ P
\\ 4 \&/'}
.w\. H—‘II Jeond Lopadt 2 0 s -»‘_;L--| sl gyt A A " '
g n ownership notice

\ } P~ \@}
f}(" = iV} =“"*‘”-*—"-~=-—J - of an investment
P4 2 & fundoun
1 g < = j und owning
A 4 ST I ety Jalyald Uy syl Ui 0kl el Yy Al a2 Uin g < shares in the
/ax Wade D33 ol b I3 o o o -,l,l,lu|¢l%\.;.‘_... Sy Sl iy Y e i) -,...1,-.11 r,_\u JondippadiE = )
‘\-W/ A SUR FFE JER PP AR KU, [P P R J..,mr...w.ﬂ.«_,,l...w»u %y \\\ ) Tabuk Agncultural
\;,: A S iy Gy b o1 o e 2621 e 5l g1 L Bl Y1 e i 50 Y T Development
/'@_s “194T athe g9 et ot Zeaa 3520 3] St Y1 e D0 Sl o - € 7

s i Y A . eShetaly A B gl Bakilly 0t BASD LYl a a0 \'@ Company

N~ LER PR I e : : =% 2\’/’"‘\’” /f%

RSVIRNTR SRR RN RN A

70



1984 - 2003

Approval of local banks’ investment fund regulations.
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Phase Il

Development of Investment Funds

Investment funds have experienced significant growth with the number of active funds growing from 52 in 1992
to 170 by the end of 2003. Additionally, the number of subscribers increased during this time, from 33,162 to
172,197/, The total assets of these funds increased from SAR 12.4 billion in 1992 to SAR 53.87 billion in 2003,

Investment Fund Assets (SAR billion) (1992-2003)

40
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10

0
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@ Total fund assets @ Clobal Investments @ Local Investments
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1984 - 2003

Number of subscribers in investment funds Number of active funds (1992-2003)
(1992-2003)
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Phase ll

First Steps Towards Foreign Investment

Prior to 1997, trading in the Saudi Arabia stock market was only available to citizens. However, as the country
began to open up to the global market and having commenced negotiations to join the World Trade Organization,
the government took gradual steps to open the stock market to foreign investors. The first of these steps was
creating and listing the first local stock fund on the London Stock Exchange by the Saudi American Bank (SAMBA)
in August 1997/, known as the Saudi Investment Fund (SIF). This allowed non-Saudis to invest indirectly in the
Saudi stock market; the fund raised USD 250 million from non-Saudi investors.

The next step was to allow GCC nationals to own shares of Saudi companies. In May 1997, the Council of Ministers
approved the implementation of a resolution by the Supreme Council of the Gulf Cooperation Council allowing
GCC citizens to own shares of companies in member countries. This decision came into effect in Saudi Arabia in
January 1998, Lastly, the third step was in 1999, when for the first time, non-resident and resident non-Saudis
were permitted to invest in local stock investment funds through Qualified Foreign Investor (QFI) licenses.

Approval of the resolution of the Supreme Council of the Gulf Cooperation Council on
allowing GCC citizens to own shares of listed companies in member states*
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1984 - 2003

The Supreme
Council of the Gulf
Cooperation Council
during its 9th
session in Manamabh,
Bahrain (1988). *

e t N ference on the life of the late King F
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Phase Il

A New Trading System

The Electronic Securities Information System (ESIS) operated from 1991 and underwent many improvements.
As technology advanced and trading volumes increased, SAMA began working on a new more advanced market
system. The Tadawul Electronic System (TES) was launched on 6th October 2001, and the operations of
the SSRC were integrated into this new system. This was achieved by adopting and implementing electronic
investment accounts as well as ceasing to deal with physical ownership documents. Consequently, ownership
was maintained in a central securities depository. Accounts registered in the name of investors were available
in one or several investment portfolios that facilitated multiple operations, such as buying, selling, mortgaging,
and releasing collateral. In 2002, the Tadawul website was launched and the name “Tadawul” was registered as
a trademark of the Saudi Stock Exchange. Additionally, the calculation of the general stock market index was
transferred from the National Centre for Finance and Economic Information (NCFEI) to Tadawul and was named
Tadawul All Share Index (TASI).

TabaldulL -~ Jgls %
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das) Cover page
J9)35 cilaglaa 5 ) of a report
Tadawul on local stock
Electronic trading activity

System (TES)** (2001)*

* Archives of the Saudi Stock Exchange (Tadawul)
** Tadawul Magazine, 1st issue, 2002. J—
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1984 - 2003

Banks’ Electronic Trading Services

Historically, investors had the inconvenience of dealing with brokerage firms and then banks’ trading halls in
person. However, in March 2002, the Saudi American Bank introduced a service that allowed investors to trade
stocks from the comfort of their own homes via the internet. The service was well received by citizens and
prompted other local banks to quickly offer similar electronic trading services. This led to an increase in the
volume of local stock trading and the number of shareholders of listed companies. The accounts of individual
investors in banks were linked to their accounts in the TES system, enabling them to easily buy and sell shares,
view their investment portfolio, monitor orders, and access market information, including prices, trading volume,
transactions, and market index performance.

Beginning of
online trading
in 2002*

* Asharq Al-Awsat newspaper, Tuesday, 5th March 2002, issue 8498,



Phase ll

STCIPO

If the public offering of SABIC was a defining moment in the history of the Saudi capital market, then the public
offering of the Saudi Telecom Company (STC) was a major milestone in the market's second phase. On 9th
September 2002, the Council of Ministers approved offering 30% of STC's shares, which was a government-
owned joint-stock company established on 20th April 1998. The Council of Ministers also decided to increase the
company's capital from SAR 12 billion to SAR 15 billion, and the number of shares to 300 million, by issuing 90
million shares for public subscription at a price of SAR 170 per share. Of these shares, 60 million were allocated
for Saudi citizens, and 30 million were distributed among the Public Pension Agency and the General Organization
for Social Insurance.

During STC's
public offering

*CNN archives, 1st January 2003 -
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1984 - 2003

To achieve higher levels of transparency in the offering process, a detailed prospectus was prepared for the first
time in the history of the Saudi capital market based on internationally recognised standards. It was distributed
to all local banks and published on STC's website to ensure accessibility to all interested parties. The prospectus
was clear and transparent, providing interested parties with a comprehensive understanding of all the necessary
information. The subscription process ended on 6th January 2003 with a total volume of over SAR 36 billion (USD
9.6 billion) and an oversubscription of more than three times. At the time this was the largest public offering in
the Kingdom of Saudi Arabia in the past 20 years and the company became the second largest listed company in
the capital market after Saudi Basic Industries Corporation (SABIC), which was offered for public subscription in
1984, Trading of STC shares began on 25th January 2003,

First Day of Trading STC Shares

©1,86--

Total trading volume in the Saudi Stock Exchange

21,52~ ~ ©%81

Trading volume of STC shares Of total trading volume
(o) o
A million shares —> _ o
@ @
STC shares traded Of total subscribed STC shares
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Phase ll

Outcomes of Phase Two

Allowing joint-stock companies Obliging companies to
to distribute dividends to publish quarterly financial
shareholders on a quarterly and reports from 1993

semi-annual basis from 2000

Adding 25, 50, and
75 halala decimal
denominations to

local stock trading Same-day settlement

transactions as of (T+0) of ownership
ices f
January 1999 The Second Phase notﬁsrihrcljrggiom

Milestones

Adjusting the par value
of most joint-stock
companies from SAR 100

$
||[||| to SAR 50 in January 1998

Changing the base value of
the local stock market index
for the base year from 100 to
1,000 points in January 1999

Adding the Saudi stock market index
to the emerging markets index of
the World Bank Group’s International
Finance Corporation (IFC) on 20th
April 1998
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General Stock Price Index
(1985-2003)

1992 1953 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Stock Index Growth =

Following the issuance of the Royal Order in 1983 to
regulate the capital market, the general stock price index
has risen from 690 points in 1985 t0 4,438 points in 2003,

Joint-Stock Companies’ Growth

As of the end of 2003, the number of publicly traded
companies in the Saudi stock market also increased
from 44 in 1985 to 70 in 2003, with an average market
capitalization per company of USD 2.2 billion,
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Phase Il

Capital Market Developments
From 1985 to 2003

i1596.5 ©5.5 .

The value of traded shares rose The number of traded shares
from SAR 760 million in 1985 to increased from 4 million in 1985
SAR 596.5 billion in 2003. to 5.5 billion at the end of 2003.

[@3 o million @ 5 9 o billion
The number of executed The market value of shares
transactions rose from 7,842 in increased from SAR 67 billion in
1985 to 3.8 million in 2003. 1985 to SAR 590 billion in 2003,
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Market Developments
From 1985 to 2003
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Phase ll

The World Bank Report

Subsequent to the Royal Decree of 1983 restricting stock trading to commercial banks operating in the Kingdom
and the formation of the Ministerial and Standing Supervisory Committees, efforts were made to create a more
organised capital market. In September 1995 a comprehensive study was conducted to establish a modern
and organised capital market based on international standards. In response to Royal directives, the Ministry of
Finance and National Economy requested the World Bank to study the Saudi capital market and its potential for
development to support the national economy.

The World Bank presented its report to the Saudi government in November 1996, praising the steps taken by
the Kingdom of Saudi Arabia in developing its capital market, but noting that these steps did not contribute
effectively to achieving two goals of the country's Sixth Development Plan, which aimed to: provide more long-
term investments to finance the needs of the private sector, and increase the participation of Saudi citizens in
economic growth. The report also recommended some corrective measures as well asintroducing a comprehensive
legislative and regulatory framework for the capital market. The recommendations were as follows:

o o o

Introducing a governance structure Forming a new Introducing a capital market law to
for operating and supervising independent entity for address existing shortcomings and
the trading system with limited market supervision. introduced binding, standardised
government involvement, market legislations with an emphasis

on disclosure and transparency
requirements.
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1984 - 2003

Forming a Task Group to Prepare the Draft Capital Market Law

Inresponse to the World Bank's recommendations, supervisory authorities began preparing the necessary studies
to implement them. In 1998 SAMA'S Stock Control Department conducted a preliminary study that included
proposals and recommendations for implementing a Saudi capital market development programme. In 1999,
SAMA and the Ministry of Finance formed a task group to implement the World Bank recommendations, including
the preparation of a draft of the Capital Market Law, and undertaking studies to establish an independent capital
market authority.
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Phase ll

Key Saudi Stock Market Developments (1983-2002)

e Forming the Ministerial
Committee and Standing
Supervisory Committee.
e Establishing the

* Founding the Saudi Shares Central Trading Hall
Registration Company (SSRC). (CTH). Issuing regulatory
controls on creating

» Offering stock trading services e |Ssuing share investment funds.
by banks. ownership notices.

Royal Order e Establishing Implementing

(1230/8) on the Stock Control the Electronic

limiting stock Department. Securities

trading to local Information System

banks. e The National (ESIS).

Centre for Finance
and Economic
Information (NCFEI)
issued the first
general stock index.
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1996

World Bank report
on the Saudi capital
market.

¢ Rules on allowing
GCC citizens to own
shares of listed
companies in member
states,

eListing the first
closed-end fund on
the London Stock
Exchange

London Bourse.

1997

Allowing non-
resident and
resident non-
Saudis to invest
in local stock

investment funds.

1998

Adding the Saudi
stock market to IFC's
emerging markets.
index
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e Launching the
Tadawul website.

e [ntroducing the
Tadawul All Share Index
(TASI).

e Offering electronic
trading services by
banks.

e Offering 30% of
STC shares for public
subscription.

2001 2002

Launching the
Tadawul Electronic
System (TES).
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Regulating the Market
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Phase lll
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Regulatory Framework of the Capital Market
Stock Market Bubble of 2006

Securities Business

Investment Companies and Products

Disclosure and Governance in the Capital Market
Technological Development in the Capital Market
Opening the Market for Foreign Investment
Investor Protection

Capacity-Building in the Capital Market

Financial Leadership according to Saudi Uision 2030
Ascension to emerging market indices

Aramco’s IPO and Listing

Outcomes of Phase Three



2003 - 2020

(1) Regulatory Framework of the Capital Market
Capital Market Law

After the World Bank's recommendations were issued, regulatory authorities began preparing the necessary
studies to implement them. 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. On 29th December 2002, the
Shura Council approved the draft bill, which was then approved by the Council of Ministers on 16th June 2003.
Finally, on 31st July 2003, Royal Decree No. (M/30) approved issuing the Capital Market Law and establishing the
Capital Market Authority (CMA).

Royal Decree
approving the
Capital Market
Law
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Phase lll

The Transition

The Council of Ministers’ Resolution No. 91, which approved the Capital Market Law, included provisions on
managing the transitional period to ensure market stability. Therefore, all directives, rules, and regulations of
the Ministerial and the Standing Supervisory Committees were to remain in effect until they were cancelled,
amended, or replaced by the CMA's Board after its formation. Furthermore, stock listing and trading practices
were to remain the same until they became subject to the Capital Market Law upon its promulgation. Additionally,
employees of SAMA's Stock Control Department would transfer to the Capital Market Authority.

First headquarters
of the Capital Market
Authority, Tawuniya
tower, Riyadh
(2003).
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2003 - 2020

The First Capital Market Authority Board

The transitional period came to an end with the issuance of Royal Order No. A/114 on 2nd July 2004, which
established the first Board of the Capital Market Authority. The Board consisted of Mr. Jammaz Abdullah Al-
Suhaimi as Chairman, Mr. Ibrahim Mohammed Al-Romaih as Vice Chairman, and Mr. Mohammed Maghnam Al-
Shamrani, Dr. Abdul Rahman Abdul Mohsen Al-Khalaf, and Dr. Abdullah Hasan Al-Abdulgader as members.

H.E. Mr. Jammaz Abdullah Al-Suhaimi

(May Allah have mercy upon him)
Chairman

Mr. Mohammed ,f' s B Mr.lbrahim Mohammed
Maghnam Al-Shamrani \ Al-Romaih

Member Vice Chairman

Dr. Abdullah Hasan Al- = = Dr. Abdul Rahman Abdul
Abdulgader Mohsen Al-Khalaf

Member O Member
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Phase lll

Establishment of the Saudi Stock Exchange (Tadawul)

The Capital Market Law stipulated the creation of the Saudi Stock Exchange as a joint-stock company. Following
the formation of the CMA's Board, CMA and SAMA collaborated to establish the company. On 19th March 2007/,
the Council of Ministers issued Resolution No. /1 approving the establishment of the Saudi Stock Exchange
(Tadawul) as a joint-stock company with independent legal and financial liability and the sole entity authorised to
act as the Securities Exchange. On 19th November 2007, the first board of directors, consisting of nine members
(three from government agencies, two from listed companies, and four from authorised brokerage companies)
was approved to serve a three-year term.
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Abdullah Abdulrahman
Al-Hamoudi

Ministry of Commerce and
Industry

Saud Majid Al-Daweesh

Listed Joint Stock
Companies

Dr. Fahad Abdullah Al-
Mubarak

Authorised brokerage
companies

Ahmed Farid Al-Aulaqi

Authorised brokerage
companies

Abdulrahman Yahya Al-
Yahya

Authorised brokerage
companies

2003 - 2020

Mansour Saleh
Al-Maiman

Ministry of Finance

Dr. Abdurrahman
Abdullah Al-Hamidy

SAMA

Taha Abdullah
alkuwaiz

Listed Joint Stock
Companies

Ahmed Aqil Al-Khateeb

Authorised brokerage
companies

Tadawul's
first board of
directors



Phase lll

(2) Stock Market Bubble of 2006

The Saudi stock market experienced a bubble in 2006, following the issuance of the Capital Market Law and
the establishment of the CMA, and prior to the establishment of Tadawul. The NCFEl's base value, which was
calculated as of 1985 at 1,000 points. In 1999, continued to steadily increase and reached 4,400 points in 2003,
8,000 points in 2004, and 16,600 points in 2005, resulting in a four-fold increase in just four years. Additionally,
the market value of companies rose from SAR 255 billion in 2000 to SAR 2.42 trillion by the end of 2005, a ten-
fold increase. In 2006, the index reached 18,820 points by the end of January. From the start of February, the
index continued to rise until it peaked on February 25th at 20,634 points, the highest closing point in its history.
However, on the following day, February 26th, the market experienced a sudden crash as the index dropped to
138,654 points, with all companies closing at sharp decreases.

Stock Index, 18-27 February 2006
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2003 - 2020

Key factors that contributed to the stock market bubble of 2006

The rise in oil prices between

Arise in the number of A rise in subscriptions, 2000 and 2005 led to an
financially inexperienced high participation from increase in government
investors and the absence of Citizens, and an expansion spending, growth in GDP, and
institutional investors. of coverage for these reduction in public debt.

subscriptions.

The proliferation Arisein Excess liquidity in Return of
of Internet forums subscriptions, Saudi banks and national capital
created a breeding high participation facilitating lending to the Kingdom
ground for rumours, from citizens, and to individuals looking after the
manipulation an expansion of to invest in the stock September 11,
of stock prices, coverage for these market. 2001 events
and false subscriptions.

recommendations

Saudi stock
market
crash on 26
February
2006 *

* Al Riyadh, 28th October 2017
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Phase lll

Key procedures implemented by CMA
during the stock market crisis of 2006

January

1, 2006

The enforcement of
regulations governing
consumer financing
agreements provided
by banks and related
collateral agreements
issued by SAMA.

The prohibition of
listed companies
from trading in
shares of other joint-
stock companies
unless their articles
of association
allowed it.

January
24, 2006

CMA issues a decision

to amend Articles 25
and 30 of the Listing
Rules.

The decision to
modify price units in
the market to single
denominations.

February

4, 2006

28

February
23, 2006

The reduction of the
daily fluctuation rate
of shares of listed
companies from 10%
10 5%.

The Supreme
Economic Council
issues a statement
on the sharp drop
experienced in

the market after a
strong rise.

March
14, 2006




March

20, 2006

CMA issues a
statement on
allowing non-Saudi
residents to invest
directly in the Saudi
stock market.

CMA issues a
statement on
reducing the nominal
value of shares to
allow for stock splits.

March
21, 2006

Start of the period
when non-Saudi
residents are
allowed to invest
directly in the Saudi
stock market.

March
23, 2006

March
25, 2006

Releasing investment
portfolio opening
guidelines for non-
Saudi residents,

29

2003 - 2020

March
27, 2006

The increase of the
daily fluctuation to
10% for all listed
company shares and
allowing transactions
to be made in single
riyals for buy and sell

orders starting 1 April

2006.

Committee for

the Resolution

of Securities
Disputes ("CRSD")
issues decisions

on penalising and
fining capital market
manipulators,




Phase lll

(3) Securities Business

Following the issuance of Royal Decree No. 1230/8 on 24th April 1983 stock trading was restricted to Saudi
banks giving them a monopoly over brokerage activities until after the establishment of the CMA. The issuance
of shares by companies resulted in an unprecedented demand by subscribers. To accommodate this demand and
in order to expand services, brokerage companies were licensed by the CMA,

Banks
witnessed
asurgein
subscription
requests*

= Sl 2o

* Al Riyadh, 1st April 2012, Issue 15987 -_—
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The CMA approved the Authorised Persons Regulations and Securities Business Regulations on 28th June 2005
to limit brokerage activities to persons authorised by the CMA, as per the Capital Market Law. This allowed local
banks to continue conducting securities business for a maximum of two years, during which time they were
required to establish a subsidiary and separate it from their commercial banking operations. The first authorisation
was issued in October 2005, and 106 authorisations were granted by 2020.

Evolution of the number of authorised persons
(2005-2020)

2005 8

2006 45

2007 80

2008 110
2009 110
2010 97

2011 84

2012 84

2013 83

2014 88

2015 88

2016 83

2017/ 86

2018 96
2019 106

2020 106
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Deposit, Settlement, and Clearance

The deposit, settlement, and clearance operations evolved from the beginning of the second phase of the
capital market history. The Saudi Shares Registration Company was founded in 1984 to handle share ownership
transfers, registrations, settlements, and clearances. Subsequent to launch of the Tadawul Electronic System in
2001, the Depository Centre settled banks' TES transactions and performed daily interbank clearing. These tasks
were later transferred to the Securities Depository Centre supervised by the CMA, as per the Capital Market Law.
After the formation of Tadawul's Board in 2007/, the management of the Depositary Centre was transferred to
Tadawul. The Securities Depository Centre was converted into a joint-stock company on 10th October 2015. On
Z2nd May 2018, Tadawul announced the establishment of the Securities Clearing Centre Company “Mugassa” as
a joint-stock company which began operations on 30th August 2020.

Deposit and clearance progress

1984 2001 2004

Establishment of the Saudi Shares Establishment of the Depositary Establishment of the

Registration Company (SSRC) responsible Centre to manage services for Securities Depositary
for settlement, clearance, and trading stock investors upon the launch Centre supervised by
of the Tadawul Electronic System the CMA
(TES)
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Securities Settlement

Prior to the establishment of the CMA, the settlement period for securities transactions was changed from three
business days (T+3) to one business day (T+1) in January 1992. On 20th March 1994, the settlement period
of ownership notices became T+0. On 23rd April 2017/, the settlement period was once again changed to two
business days (T+2) to meet the requirements for joining global market indices.

2007/ 2015 2018

Tadawul undertakes The Securities The establishment of the

the management of the Depository Centre is Securities Clearing Centre

Securities Depository converted into a joint- Company “Mugassa” as a

Centre stock company joint-stock company. Securities
settlement progress

Development of the Securities Settlement Process

Prior to 1992

(T+3)
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(4) Companies and Investment Products

Offering and Listing of Companies on the Main Market

The Capital Market Law gave the CMA the power and responsibility to approve and regulate the offering and
listing of securities including stocks. Joint-stock companies began to be offered and listed on the capital market
according to the Rules on the Offer of Securities and Listing Rules issued on 4th October 2004, These regulations
and rules were amended multiple times until the Rules for Offering Securities and Continuing Obligations and the
Listing Rules were issued on 2/th December 201 /. The book-building method was first used in 2005 and the
underwriting process in 2006. The instructions for book-building and allocation method were issued in August
2016 and updated in January 2018, and the instructions on the price stabilisation mechanism for IPOs were
issued in August 2018. The capital market saw a significant increase in subscriptions and number of subscribers,
leading to growth in the number of listed joint-stock companies from /3 in mid-2004 to 203 by the end of 2020
in 21 sectors on the main market.

Listing Rules progression

Rules on the Book building Underwriting Article 50 of Rules are Rules for Instructions for
offer of securities method is first process is first Listing Rules is amended Offering Book Building
Listing rules used used amended Securities and Process and
Instructions for Continuing Allocation Method
Articles 25 and Book Building Obligations are amended
30 of Listing Process and
Rules are Allocation Instructions on the
amended Method Price Stabilisation

Mechanism for IPOs
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Key IPOs in the Saudi market (2006-2020)
Regarding subscriptions surpassing SAR 2.5 billion

w
O
O
[N

™~ ™~ (00) (00) ™~ 00) m 00) < (@)
(@) (@) (@) (@) (@] (@) (@) (@) — —
O (@] O O O O O O O O
nNJ nJ nNJ nNJ nJ nJ nJ nJ nJ nNJ
Kingdom Petro Rabigh Saudi Kayan Saudi Telecom Saudi Aramco
Holding Co. Co.(STQ)  Ajinma Bank
(Emaar €EC) Dar Al Arkan Zain KSA Maaden National
Commercial
Bank (NCB)
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Key IPOs in the Saudi market
In terms of number of subscribers (in millions)

W 8 m T N N ® o

a a L] h ml Nl
. n n o o] L] L] -] o
n |
| | | | |
Petro
Aramco Rabigh Maaden Bank Yansab
Jabal Chemanol Sipchem Zain Albilad Alinma Emaar EC
Omar KSA Bank
Number of companies listed in the main market
(2004-2020)
N i w
N [N - - -
2004 2006 2008 2010 2012 2014 2016 2018 2020
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Offering and Listing of Companies on the Parallel Market

One of the objectives of Vision 2030 is to support entrepreneurship in Saudi Arabia and increase SME contribution
to GDP from 20% to 35% and non-oil GDP from 33% to 35%. The Financial Leadership Programme adopted
the creation of a parallel market to provide financing for SMEs and motivate them to improve governance and
disclosure, which would increase opportunities for business growth and development. On 21st December 2016,
parallel market listing rules were adopted and the Offer of Securities Regulations were amended to include
provisions for share offerings on the parallel market. Trading of shares on NOMU, which was launched by Tadawul
on 26th February 2017/, is limited to qualified investors.

Launching the
parallel market
(NOMU)*

* Tadawul website
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The number of companies listed on NOMU (2017-2020)

2017

2020 2018

2019
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Regulating Joint-Stock Companies

The Companies Law remained in effect from its issuance in 1965. With the establishment of the CMA, tasks
related to joint-stock companies listed on the capital market were transferred to the authority. Fifty years later,
the Companies Law of 2015 was issued by Royal Decree No. (M/3) on 10th November 2015. The new Companies
Law assigned regulatory, supervisory, and oversight responsibilities for companies listed on the Saudi Stock
Exchange to the CMA, including regulating mergers if one of the parties is a listed company on the Saudi Stock
Exchange
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Regulating Mergers and Acquisitions

Chapter 9 of the Capital Market Law requires the approval of the CMA's Board for merger and acquisition
transactions related to listed companies. On 3rd October 200/, the CMA's Board adopted the Merger
and Acquisition Regulations, which 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 Competition Law, the contents and requirements of
the offer document and the acquisition of related parties. CMA's Board updated the Merger and Acquisition
Regulations on 15th October 2017/, and certain provisions were modified on 23rd April 2018.

The number of merger and acquisition requests between 2006 and 2020

3 3
2
1 1 1 1 1 1 1 1 ||| 1

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2018 2020
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Diversified Investment Products

In the first phase of its history, stocks were the sole investment option in the Saudi capital market. In the second
phase, investment funds were introduced alongside stocks. The Capital Market Law gave the CMA the authority
to approve other market securities, such as debt instruments and investment units issued by investment funds.
The third phase focused on expanding investment options and providing new financing channels through the
diversification of financial products.

Stocks

Starting in the early 2000s, an increasing number of citizens became interested in the stock market, with
the offering of the Saudi Telecom Company (STC) shares in 2003 being a major factor. Electronic trading also
contributed to the increase in traders. Following the establishment of the CMA, shares of large companies were
offered such as Etihad Etisalat (Mobily) in 2004 and Bank Albilad in 2005, attracting more investors to subscribe
for, and trade shares. On 10th December 2007/, the CMA's Board approved a new market sector classification and
index calculation methodology, which came into effect on 5th April 2008, resulting in an increase in the number
of sectors from 8 to 15.

Banks & Financial Telecommunications Real Estate Petrochemical
Services & Information Development Industries
Technology

Media & Publishing Energy & Hotel & Tourism Agriculture &

Utilities Food Industries

Market sector
classification
(2008)

Building and Industrial
Construction Investment
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TASI

The TASI calculation used outstanding shares until 5th April 2008 when a new methodology was applied based
on free-float shares . The free-float index calculation methodology includes securities available for trading on
Tadawul and excludes non-free float shares from all of Tadawul's indices calculations?,

Index = (Today’s total free-float market capitalisation / previous day total free-float market
capitalisation) x index value of the previous day.

. 150+ sub-
!nfographlc industries
**In 2017, market sectors were illustrating
L . the GICS
re-classified using the Global ctructure 60+ industries

Industry Classification Standard
(GICS), a widely recognised
worldwide standard for industry
classification.

24 sectors
**The GICS structure has four
levels of detail, as illustrated in
the following infographic:

11 main sectors

Level 1 Level 2 Level 3 Level 4

The TASI calculation methodology underwent a significant change on 5th October 2008, shifting from a daily
total market value basis to one based on free-float shares. This transition occurred after a period of 14 years,
commencing from 26th January 19947,

1 The non-free-float includes shares of a listed company in which a government entity has a 5% ownership, restricted shares (shares that are not allowed to be traded during a period), shares acquired through
buy-back by a listed company, shares owned by members of the Board of Directors, and shares representing controlling ownership (30% or more).

2 Free-float shares are shares available for trading.
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Daily evolution of Tadawul index for all issued shares based on the total market value from 1st
January 2003 to 2nd April 2008

2003 2008

Daily evolution of Tadawul index for all issued shares based on the total market value

from 5th April 2008 to 5th April 2020

2008 2020
General Stock Price Index (2003-2020)
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Sukuk and Bonds

The issuance of sukuk and bonds in the Saudi stock market started in 2006, when Saudi Basic Industries Sukuk
and bonds were introduced to the capital market in 2006. In the same year, SABIC issued and offered sukuk with
a value of SAR 3 billion, following the CMA's approval of the offering on 3rd July 2006. Sukuk were in registered
form in denominations of SAR 50,000 at a rate of 10 sukuk per subscriber and could be held in holdings of at
least SAR 500,000. The offering was limited to Saudi institutional investors and proved to be very popular. The
final allocation was 49% to investment funds and pension funds, 36% to Saudi banks, and 15% to investment
companies and authorities. A total of 13 issuances of sukuk and bonds were offered by the end of 2015, with
a value of SAR 57/.34 billion.

Sukuk and Bonds Market

On 6 June 2008, the CMA's Board approved establishing the new sukuk and bonds market, which featured various
automated services, including listing sukuk and bonds, sending orders, executing transactions, settlement, publishing
price data, and custody and registration. The market officially began on 13th June 2008. 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 11thjune 2011, and
a base value of 1,000 points. Since the market's inception, private placement of sukuk and bonds has been issued
alongside public offerings.

Evolution of the Sukuk and Bonds Market (2015-2020)

1.040

1.020

1.000

Points

980

960
2015 2016 2017/ 2018 2019 2020
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Sukuk and Bonds

The CMA approved the listing and trading of government debt instruments on Tadawul in April 2018 to increase
liquidity in the secondary market. The reliability trustworthiness, security, and steady returns of these government
debt instruments make them an attractive choice for investors. All investors can trade in government debt
instruments issued by the Kingdom during their trading window.

=

795385

Government
debt
instruments
listing on the
Saudi capital
market in
2018*

*Tadawul website
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Investment Funds

The local stock investment funds date back to 1992 when the Minister of Finance and National Economy approved
their creation through commercial banks under SAMA's supervision. Chapter & of the Capital Market Law provides
for the regulation and supervision of investment funds and collective investment schemes. The CMA introduced
the Investment Funds Regulations on 24th December 2006, which outlined all provisions related to authorising the
establishment and offering of investment funds. On 23rd May 2016, ten years after initial issuance, the regulations
were amended. The most recent amendment occurred on 24th February 2021,

©) =
oy =l

May 23, February

1998 2016 24,2021
Rules regulating the

investment funds of Amended Investment The latest amendmemt
local banks Funds Regulations to regulations on
investment funds
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1992
1993
1994
1995
199
1997
1998
1999
2000
2001
2002
2003
2004
Number of public 005

investment funds 2006

from 1992-2020 2007
2008

2008
2010
2011
2012
2013
2014
2015
2016
2017
2018
2018
2020

Date

0 50 100

—
(Opl
(@)
nJ
(@)
(@)
nJ
(Opl
(@)

300
Fund

117



1992 |
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006

_ 2007
funds in thousands 5008

from 1992-2020 2009

2010
2011
201¢2
2013
2014
2015
2016
2017
2018
2019
2020

Total number of
participants in
public investment

Date

o

100

nJ
(@)
(@)

300

~
(@)
(@)

500 600

1k subscribers
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1992 |
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
Total assets in 2005

public investment 2006
2007

Date

funds in SAR billion

from 1992-2020 2008
2009

2010
2011
201¢2

2013
2014
2015
2016
2017
2018
2019
2020

(@)
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—
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200 250
SAR bIn
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Real Estate Investment Funds

The proliferation of real estate contributions in Saudi Arabia led the Ministry of Commerce and Industry
to issue a decision on 24th January 2004 that set controls for real estate contributions. This decision
defined the mechanism for real estate contributions and the conditions that must be met before a licence
IS granted to establish new real estate contributions. On 15th July 2006, during the third phase of the
capital market's history, the CMA adopted the Real Estate Investment Funds Regulations that replaced
the previous regulations and effectively ended the practice of real estate contributions, allowing them
to only be made through investment funds. Real estate funds in the Saudi capital market are divided into
public and private funds. The Real Estate Investment Funds Regulations were amended on 24th February

2021,

Private real estate
investment funds

Public real estate
investment funds

W 2020

Number of Subscribers
(1000)

Number of funds

Assets of funds  (SAR

bln)

Number of Subscribers

(1000)

Number of funds

Assets of funds  (SAR
bin)

W 2013

Real estate investment funds
(2013-2020)

B s
B
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Real Estate Investment Traded Funds (REITs)

REITs, or Real Estate Investment Trusts, are funds that specialise in investing in income-generating developed
real estate developments. The CMA's Board adopted the Real Estate Investment Traded Funds instructions on
24th October 2016 and amended them on 22nd October 2018, The first REIT was launched on 8th November
2016.

w o2 .‘.QN @ —:::

NS Tat]l GHISI5 semdaliane

First REIT
listing
ceremony*

*Tadawul website
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REITs evolution (2016-2020)

B REITs assets value (in SAR million)

o
Q
T
<
w
—
N

19,068.23

B Number of funds

16,449.82

B Number of subscribers

2016 2017/ 2018 2019 2020
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Exchange Traded Funds (ETFs)

ETFs, or Exchange Traded Funds, are baskets of securities that track an underlying index and can be traded at any
time during trading sessions. ETFs were regulated under the Investment Funds Regulations issued in 2006, with
amendments in 2016 and 2021. They are open to all types of investors in the Saudi capital market, regardless of
category, segment, or nationality. The first ETF was launched in March 2010.

2010 2011 2012 2013 2014 2015 2016 201/ 2018 2018 2020

B Number of funds B Number of subscribers B Asset value (in SAR million)
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FinTech Lab

FinTech refers to modern technology used to improve financial products and services. 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. In February 2018, the CMA
began accepting applications for the first batch of permits to experiment with FinTech. By the end of 2020,
15 companies had received permission to experiment with FinTech in securities business, offering a variety of
services such as collective ownership financing, automated advisor services, and the use of distributed ledger
technology (DLT) for securities issuance and preservation, as well as offering and investing in debt instruments,
and collective trading.

Crowdfunding

Robo-advisory

Issuance and
investment in
debt instruments

Social trading

Use of
distributed ledger
technology (DLT)

for securities
issuance and
preservation

@ Companies @ Activity

Derivatives Market

The MSCI Tadawul 30 (MT30) Index is a collaboration between Tadawul and MSCI, a global provider of index
services. It was created to serve as the basis for financial products such as derivatives. The MT30 Index targets
the top 30 securities of the MSCI Saudi Arabia IMI Index based on free-float market capitalisation. The maximum
security weight is capped at 15%. Tadawul introduced the Saudi Futures 30 (SF30) Index Futures Contract based
on the MT30 on 30th August 2020, marking the launch of the Kingdom's first exchange-traded derivatives
market.
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(5) Disclosure and Governance in the Capital Market

On November 12, 2006, the CMA's Board issued Corporate Governance Regulations to protect shareholders
and stakeholders' rights and promote fairness, competitiveness, and transparency in the market and business
environment. These regulations were subsequently amended and on 13th February 2017/, Further amendments
were made in April 2018 and May 2019.

In an effort to further enhance transparency and disclosure, the Capital Market Law granted the CMA powers
to regulate and monitor the full disclosure of issuer securities related information and authority to identify the
type of information to be disclosed to the public by market participants. The CMA was also given the right
to establish standards and conditions required by the auditors who audit the books and records of Exchange,
brokerage companies, investment funds, and joint stock companies listed on the Exchange. The CMA issued
Listing Rules in 2004 and obliged listed companies to prepare their financial statements and have them audited
by independent chartered accountants certified by the Saudi Organisation for Certified Public Accountants.
The implementation of International Financial Reporting Standards (IFRS) was to be reflected in the financial
statements of listed companies starting 1st January 2017. On 20th December 2018, the CMA's Board adopted
the Rules for Registering Auditors of Entities Subject to the Authority's Supervision.

Key efforts to improve governance in the Saudi capital market

m

Amending the Capital Requiring listed companies Developing Corporate Developing Instructions for

Market Law to improve to enable shareholders Governance Regulations Companies’ Announcements

the governance of 10 vote automatically 1o strengthen the 10 enhance transparency

boards of directors of on agenda items for internal controls of and disclosure in the

institutions involved in both general and private listed companies on capital market and enabling

the capital market. assembly meetings through  the Exchange, and investors to make informed

Tadawulaty. developing the provisions investment decisions based

regulating board members’  on accurate information.
independence.
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Electronic Disclosure System (Ifsah)

In 2013, Tadawul launched Ifsah, the pilot version of its disclosure system that enabled listed companies to
prepare, present, and display announcements and financial statements in an interactive manner on Tadawul's
website. Ifsah was officially launched on 8th June 2013. Tadawul further improved the system in 2016.

Proxy Uoting

To further enhance governance and transparency, the Saudi Stock Exchange allowed proxy voting in general
assemblies. This allows shareholders to express their views on the performance of companies in which they
hold shares and future decisions without being physically present. The service is available at no cost for listed
companies, REITs, and closed-ended investment traded funds. Proxy voting has beenin place for general assembly
meetings of listed companies since 2010.

Starting the
implementation
of proxy voting in
general assembly
meetings

for listed
companies*

*Asharg Al-Awsat, 16th September 2009, Issue 11250
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(6) Technological Advancement in the Capital Market

The Electronic Securities Information System (ESIS) was first implemented in 1990, the first generation of
automated market systems. The second generation the Tadawul Electronic System (TES) was launched in
2001. Following the establishment of the CMA, interest in the stock market grew, leading to the expansion
and diversification of financial products, the capital market progressed to the third and fourth generations of
technical developments, namely the SAXESS and X-STREAM INET systems.

SAXESS

Tadawul, in partnership with the Swedish company OMX, successfully launched SAXESS on 20th October 2007/, This
new system expanded market services, processed increased volumes, the listing of new products, and connectivity
with other markets. It also allowed for the simultaneous operation of multiple markets and the addition of new market
indices.

Tadawul
launched
SAXESS system
in 2007

X-STREAM INET

Tadawul partnered with NASDAQ OMX in 2013 to upgrade its trading systems. The new system, called X-Stream
INET, replaced SAXESS and was launched on 13th September 2015 to accommodate the growing number of
investors and expand the services offered by Tadawul.

*Tadawul magazine, Q3 2007, Issue 22
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Development of Clearance and Settlement Systems

In February 2018, Tadawul and Nasdaq entered into an agreement to build the technological infrastructure for
clearance and settlement systems. The project was divided into Phase 1, were infrastructure for clearance and
settlement systems for the money market was developed by HZ2 2019, and Phase 2, were infrastructure for
clearance and settlement systems for the derivatives market was completed by He 2020.

Electronic Trading

Online trading began in 2002 with a few banks offering electronic trading services. After the establishment
of the CMA, more banks began providing these services through their websites and mobile apps. Additionally,
brokerage firms began offering these services.

Trading hall in

a bank offering
electronic
trading services
in 2006*

* Tadawul magazine, Q1 2006, Issue 16
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(7) Opening the Market to Foreign Investment

Foreign Residents

The Saudi capital market saw continued
growthinforeigninvestment. After the sharp
declinein the stock market in February 2006,
the Supreme Economic Council convened in
March 2006 under the chairmanship of the
late King Abdullah Bin Abdulaziz Al-Saud to
discuss the sharp drop in the stock market.
The Council issued a statement directing
financial authorities to allow non-Saudi
residents to invest directly in the stock
market, rather than just through investment
funds. In accordance with this directive, the
CMA's Board issued a statement on 20th
March allowing residents to directly invest in
Saudi stocks.

Supreme Economic
Council statement
allowing non-Saudi
residents to invest
directly in the stock
market
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Phase lll

Equal Opportunities
for GCC Citizens

The CMA's Board announced on 24th
September 200/ that GCC citizens
would have the same rights and
responsibilities as Saudi citizens in
terms of owning and trading shares
listed on the Saudi Stock Exchange.
This decision was made ten vyears
after GCC citizens were first allowed
to own stocks in Saudi companies.
The change was made possible by a
Council of Ministers Resolution No.
26/ passed on 2/th August 2007/,
which granted CMA the authority to
implement the resolution made by the
Supreme Council of the GCCin 2002 to
provide equal economic opportunities
for all GCC citizens. The deadline for
implementation was set for 2007/

2NN

mﬂ’ﬁ@)

SENTIANS LZp L

(Y1v) : o3y 1,8 FEAEN

—2VEYA/A/NE : eyl

A )

-
#12388) e O

E59 </49 Wl iadl palona Aull) Olgas (e 33121 Abalall o $3UY das
E0 1 AV/Y/6 0By LLIL AJR iy Jlas Ay e ALSAL VAN /)
(D padty Raslidd)) 53901 (3 3pskealt Raskeald¥I SlyLaN OLS 2« 2V EYV/1Y/04
Sl jlkeo) dllan callog ¢ Dgpall goalindl Jgud Oglaldl il Ae¥I palonalt
- el WA Gy B o pulll SLAN padns Lesd 23301 Zuiaail!

el Jguid Oglaldl palone J93 Cn RaalialB¥I ABLSYI Lo pMUY1 asy
- BVEYE/A/NO faylGy (0A/p) @y GSURY pgus s Aduiall ¢ 2y yall

L BVEYE/V/Y g (/) B (SN ppany s sobicad] ¢ ALY Gguad ALES (L ¢3! hasy
- BVET/Y/Y0 fraylg (£4) wBy syighl alona 13 e pSUY! sy

(¥+0) 03) 5,20t15 « aVEYA/0/ VA sty (144) o3y juamdl e 3N asy
el e LA 2. faall ¢ 8VETA// VA Fiyldy

«MVETA/Y/A by (V1) By 013001 alond Ralall Binll! Gisogl (e p3o Y sy
« BVEYA/V/Ts 30yGy (08)) odyy

e

CmBVEYV/Y/T0 Ful Ty (£4) wdby 0 1yiatt pudona 5B e (1) 3piitt ola)
el a1 alandl 558 SR p3L Lo S5O0 AW Ggaad) Lad gy
Gtlas oL ((ppddatly AIL1) Adygs B Ay pad) ealindl Jgud (sglald
- gy meull Sl Jlove 2 alnl! Jg3 ilolge i el Blgladd)

Council of Ministers Resolution granted the CMA the
authority to provide equal economic opportunities
for all GCC citizens
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2003 - 2020

Foreign Non-Residents

On 18th August 2008, the CMA allowed authorised persons to enter into share swap agreements with foreign
non-resident individuals or financial institutions. This allowed for the transfer of economic benefits of Saudi
shares to non-Saudi and non-resident investors, while the authorised persons retained legal ownership of the
shares. Foreign investment in the capital market was limited to share swap agreements until 21st July 2014,
when the CMA was authorised to allow foreign financial institutions to buy and sell shares on the Saudi Stock
Exchange. On 4th May 2015, Rules for Qualified Foreign Financial Institutions Investment in Listed Securities
were issued, allowing eligible foreign institutions to directly purchase listed shares starting in mid-june. On 26th
June 2019, non-resident foreign investors were allowed to own strategic stakes of 10% or more in companies
listed on the Saudi Stock Exchange.

The value of swap agreements traded (in SAR billion)

60

5375

50

404
2836
6.9

(SAR bIn)
26,65

2008 2005 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

- 3554

Total Traded Value via Swap Agreements (SAR bin)
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Evolution of the value of ownership in the main market
per investor type in SAR million

2015 1,579, 058 m

2016 1, 681, 952 72,047

2017 1,689, 602 70, 447

2018 1,858, 537 86, 845

2019 9, 025, 439 198, 001

2020 9,101,167 208,337
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Foreign Investment Journey in the Saudi Capital Market

Allowing GCC
Citizens to own
shares in Saudi
companies

Allowing foreign
residents and
non-residents

to invest in
investment funds

Foreign investment
journey in the Saudi
capital market

Allowing foreign
residents to
directly trade

shares and invest
in the Saudi stock

market

Regulating
the trading of
Tadawul-listed
shares by GCC
institutional
investors

Announcing
that GCC
citizens would
be treated the
same as Saudi
citizens when
it comes to
owning and
trading listed
shares listed
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Allowing
foreign financial
institutions to
buy and sell
listed shares

Allowing non-
resident foreign
investors to
own strategic
stakes of 10%
or more in listed
companies
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(8) Investor Protection
Litigation of Securities Disputes

As per the Capital Market Law, the Committee for the Resolution of Securities Disputes (CRSD) and the Appeal
Committee for Resolution of Securities Disputes (ACRSD) became the judicial bodies concerned with settling
securities disputes related to investors, brokerage firms, and market regulatory and executive entities. The Capital
Market Law provides for the independence of both committees.

CRSD

The Capital Market Law stipulated the establishment of the CRSD as the first step in the dispute resolution
process. On 2/th February 2005, the CMA's Board issued a resolution to form the first CRSD committee with
Dr. Mohammed Abdullah Al-Marzouki as chairman and Dr. Khaled Hassan Ba-Naser and Mr. Saud Abdulrahman
Al-Shammari as members. The CRSD had a three-year term. The CRSD handles grievances arising from decisions
and actions taken by the CMA or Tadawul, disputes between investors, and lawsuits filed by the CMA- as a public
prosecutor- against violators of the provisions of the Capital Market Law and its implementing regulations.
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ACRSD

The Capital Market Law stipulated the establishment of the ACRSD as the next step in the dispute resolution
process. On 26th September 2005, the Council of Ministers issued a resolution to form the first ACRSD with Mr.
Ahmed Mohammed Al-Khowaiter as chairman and representative of the Ministry of Finance, Prince Abdulrahman
Bin Mohammed Bin Ayaf Al-Migren as member and representative of the Bureau of Experts, and Mr. Falag Ali Al-
Mansour as member and representative of the Ministry of Commerce and Industry. The ACRSD handles appeals
of CRSD decisions within 30 days of being notified.
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General Secretariat of Committees for Resolution of Securities Disputes

The General Secretariat of Committees for Resolution of Securities Disputes was established on 12th May
2008 to ensure fairness and prompt decision-making by the CRSD and ACRSD. It is headquartered in the King
Abdulaziz Centre for National Dialogue in Riyadh. The General Secretariat sought to improve communication
with litigants. In mid-June 2010, it released an SMS service and in December of the same year it launched a
website for educating stock market participants about their rights. In October 2018, the General Secretariat of
Committees for Resolution of Securities Disputes introduced (Investor Protection System) (EPS) to streamline
litigation processes and improve efficiency, resulting in a reduction of the average litigation period to eight
months and half in 2020, down from 28 months in 2016. Additionally, the General Secretariat introduced
remote hearing sessions, the first session held on Sunday 2/th April 2020.

Sessions room

in the General
Secretariat of
Committees for
the Resolution of
Securities Disputes
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Resolution of Securities Disputes Proceeding Regulations

On 23rd January 2011, CMA's Board issued a decision to adopt the Resolution of Securities Disputes Proceeding
Regulations to regulate the procedures for pleading and litigating before the CRSD and ACRSD, thus ensuring the
rights of all market participants.

Class Action Lawsuit

In November 201/, Saudi Arabia added a section on class action lawsuits to the Dispute Resolution Regulations,
comprising 25 articles (48-7/2), to streamline 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. The regulations defined a class action lawsuit as a private action suit filed by a group of
plaintiffs against one or more defendants, where the group of plaintiffs' suit shares the same legal basis, alleged
facts, and the subject matter of the requests. Decisions by the CRSD/ACRSD apply to all litigants. The first class
action lawsuit in the capital market was filed on 4th February 2019,

A class action lawsuit is:

@)

Filed by a group of Against one or more The group of plaintiffs’ Decisions by the CRSD/
plaintiffs defendants suit shares the same: ACRSD apply to all
e |egal basisClaimed litigants
facts

e Alleged facts
e Subject matter of
the requests
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Monitoring Trading

The CapitalMarket Law granted the CMA the power to develop procedures toreducerisks associated with securities
trading and protect investors from illegitimate securities transactions. In 2007/, CMA began implementing an
electronic market surveillance system designed to monitor and analyse trading activity. The system includes
various core components that allows users to access and review trading data in different ways, making it easier
to detect any potential manipulation of securities. Monitoring trading comprises three phases:

** Examining daily trades
and alerts generated by
the electronic market
surveillance system to
identify any potential
improper behaviour. If
any such behaviour is
suspected, a supervisory
alert is issued.

** Analysing daily

trades and transactions,
examining market

data, and investigating
executed orders that may
have violated laws and
regulations within CMA'S
jurisdiction.
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** Reporting any
suspected violations of
laws and regulations
within CMA's jurisdiction
1o the appropriate
department for
investigation, verification,
and decision-making.



2003 - 2020

Investor Protection System

The Investor Protection System (EPS), launched by the CMA in 2017/, aims to improve the speed and efficiency
of processing and resolving complaints and reports through an electronic system that connects the CMA with all
market participants, including complainants, authorised persons, Tadawul, Securities Depository Centre Company
(Edaa), listed companies, and the General Secretariat of the Committee for Resolution of Securities Disputes.

Number of complaints received, classified by topic

Item / Year @ @

Agreements and contracts between investors and 23 35 55 49
brokers ~ - - -
Services provided by authorised persons 77 70 475 2,685
o o o) o
Investment portfolios 137 346 312 657
o] o o) o
Corporate governance 690 441 692 1,241
o) o o) o
Conducting unlicensed securities business 140 556 1.097 1,008
o) o ‘o) o
Complaints outside CMA jurisdiction 72 69 122 47
o) o o) o
IPOs and rights issues 160 144 279 252
o o ‘o) o
Investment funds 146 202 227 164
o) o o) o
Executing securities transactions 53 87 107 224
o o o) o
Payment of listed company's dividends 77 277 344 847
o o o) o
Compensation requests related to violations of 134 318 2,048 902
laws and implementing regulations
o) O o) o
Total 1.709 2,555 5.806 8,076
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(9) Building Capacities in the Capital Market
Investor Education

The capital market underwent significant developments during its third phase to increase investors' understanding
of theirrightsandpromote financial stability forindividuals. Thisincluded thedistributionofinformational brochures
and booklets starting in 2006. In 20089, the Smart Investor Programme was established for a financially literate
generation. As a result of this programme, Child and Youth Finance International awarded the CMA in 2013 and
2014 as the Best Institution Offering Financial Awareness in the Middle East and North Africa. Additionally, in
2018, the Thameen programme was launched to raise awareness of the Capital Market Law and its regulations,
and improve the financial and investment culture.
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The Smart
Investor
Programme
visiting
Tadawul
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The award
received by the
Smart Investor
Programme in
2014

Smart Investor
Programme

at the Riyadh
International
Book Fair

o atovioatie [ | Investor Rights Document
Capital Markes Authority ~

The Investor Rights Document was issued on Z23rd

aaug October 2019 to inform investors and participants in
e the capital market about their rights under the Capital
Joliuiol gga2 Market Law and its Implementing Regulations to enable

them to actively participate in developing and promoting
confidence in the capital market. The document also
provides information on how to claim these rights, which
is often the cause of complaints and disputes.
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Capacity Building of Improving Skills and Abilities of Capital Market Employees

The development of financial sector employees’ skills and abilities started with the third phase of capital market
history, when the CMA introduced a series of qualification exams, including the General Securities Qualification
Examination, Compliance & AML/CTF module, Broker-Dealer Qualification Certificate, Corporate Finance Technical
Foundations, and International Certificate in Wealth and Investment Management. In addition, the CMA launched
Jadarat project in 2018.

Capital Market Qualification Examinations

Phase 1 CME-1 CME-2 CME-3

(Legislations)

e I e e The Compliance & AML/CTF  [§ The Broker-Dealer Qualification
Qualification Examination module

Phase 2 Certificate

(Operations)

The Corporate Finance The International Certificate
Technical Foundations in Wealth & Investment
Management by CISI

Ifsah certificate (Tadawul)
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2003 - 2020

Graduates Development Programme

The CMA implemented the Graduates Development Programme starting in 2014 to provide employment
opportunities for recent Saudi graduates and increase the Saudisation rate in the financial sector. This programme
involves comprehensive training on legal and technical aspects of the capital market, including on-the-job training
at the CMA. The CMA provides financial compensation during the training programme, with a monthly salary
range of SAR 7,500 to 10,200, depending on the applicant’s educational level. Other benefits include a paid
annual leave of 21 days, social insurance, and access to medical insurance during the training period.

Graduation
ceremony of
the fifth cohort,
Graduate
Development
Programme.
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Number of participants in the Graduates Development Programme

2016
2015 |

Fourth cohort
‘ Third cohort

2014

‘ Second cohort

First cohort
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Fifth cohort

2018

Seventh cohort
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2003 - 2020

Financial Academy

Established by SAMA in 1965, the Institute of Banking Training aimed to qualify employees of Saudi banks. In
1989 the Institute was renamed the Institute of Banking and began offering a range of diplomas and qualifying
exams. When TES was launched in 2001, the Institute designed exams to qualify financial brokers to work on
the Tadawul system. In 2014, it rebranded as the Financial Institute to reflect its expanded services in the
insurance, finance, and banking industries. In 2019, the CMA collaborated with SAMA to establish the Financial
Academy, which was granted administrative and financial autonomy. The Council of Ministers issued Resolution
No. 538 dated 14 April 2020 on approving the establishment of the Financial Academy and its organisational
arrangements.
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Phase lll

On 18th May 2020, CMA Chairman and Chairman of FA's Board of Trustees, Mr Mohammed Abdullah Elkuwaiz,
announced the appointment of the members of Financial Academy’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-Sudairy as a member, Mr.
Tal Hisham Nazer as a member, Mr. Al-Walid Abdul-Razzaq Al-Duraiaan as a member, Mr. Abdullah Abdulgader
Shibatalhamd as a member and CMA representative, and Mr. Turki Dhaif Allah Al-Mutairi as a member and SAMA
representative,

The Financial
Academy
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Significant milestones in FA history

2020

The Financial

1965

The Institute of

Academy is granted Banking Training
administrative and atSAMA'is
financial autonomy established

1o develop
human resources
operating in all
financial sectors

2019

The Financial

1989

. The Institute
Academy is isrenamed the
established in Institute of
cooperation Banking toinclude
between SAMA financing and
and CMA to include banking sectors

financial sectors
(banking, insurance,
capital market,
financing)

2014

The Institute is
renamed Financial
Institute to
include insurance,
finance, and
banking sectors
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(10) Saudi UVision 2030’s Financial Leadership Programme

On 25th April 2016, the Council of Ministers approved Saudi Arabia’s vision for the future, a vision that expresses
the country's long-term goals and expectations and reflects its strengths and capabilities. Saudi Vision 2030
is based on three pillars: a vibrant society with strong roots, fulfilling lives, and strong foundations; a thriving
economy with ample opportunities, active investments, and a competitive edge; and an ambitious nation with
an effective government and responsible citizens. Vision 2030 includes a wide range of economic, social, and
development programmes aimed at preparing Saudi Arabia for a post-oil era.
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2003 - 2020

Financial Sector Development Programme

The Council of Economic and Development Affairs (CEDA)'s Financial Sector Development Programme (FSDP)
aims to support the national economy by enabling financial institutions and forming an advanced capital market,
as part of Saudi Vision 2030's second pillar. In short, the strategic pillars of the FSDP are: 1) enabling financial
institutions to support private sector growth; 2) ensuring the formation of an advanced capital market; and 3)
promoting and enabling financial planning. The second strategic pillar of FSDP comprises four objectives.

Enhancing market Providing a safe Offering an efficient Enhancing
participants’ and transparent platform to encourage the role of the
capacity and infrastructure investment and financial market

sophistication (maintaining diversify the investor in providing
financial markets base financing sources
stability) for the national
economy
&
A |
T
‘ ‘. I- .. - -
o @ «' Financial Sector
...o A
voi7 e Development Program
LRXALE
L 4

149



Phase lll

Financial Leadership Programme

The CMA launched a strategic plan for the capital market called the Financial Leadership Programme 2019-
2021 as an initiative of Vision 2030's Financial Sector Development Programme (FSDP). The CMA developed a
governance framework with a clear methodology to measure performance and evaluate progress to achieve the
Programme’s four themes.

e Increase the depth of
the capital market and
promote its role in capital
formation

* Develop stock and debt
instrument market

* Promote the role of
funds in financing the
national economy

Themes of the
Financial Leadership
Programme

Stimulating
Investments

eSupport the growth of
asset management and
promote institutional
investment

e[ncrease market
attractiveness to foreign
investors

eDiversify available
investment products
and mechanisms in the
capital market

Fostering
Confidence

2>

e Enhance the capital
market's regulatory
environment

e Enhance stability in the
financial market

* Raise the level of
governance in the capital
market

* Raise the level of
transparency and
disclosure in the capital
market
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Building
Capabilities

=

{

e Support the
development of
authorised persons

*Raise awareness of the
CMA's role and financial
investment culture in the
capital market

¢ Build the capabilities of
participants in the capital
market



2003 - 2020

(11) Accession to Emerging Markets Indices

The Saudi capital market, like other markets, aimed to join major global indices and increase its accessibility
to international investors. Qver the years, significant progress was made, meeting the requirements for such
inclusion. The market's journey was completed successfully by joining the FTSE Emerging Index and the MSCI
Emerging Markets Index.

Improving market
liquidity through
weighting in
international indices

Acknowledging the
robustness and
longevity of the Saudi
economy

Promoting the Saudi
market to a global
audience

Enhancing market

accessibility and
expanding the pool
of investors

Advantages of joining
global market indices

Increased
participation

Improving
of experienced N

investors in general
assemblies

Improving assistance
for authorised
individuals
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The key factors that have led to the inclusion of the

capital market in global indices

Establishing
Allowing Saudi Tadawul
borrowing Group's Allowing
and lending Securities Establishing qualified
of securities, Clearing the parallel foreign
as well as Centre market investors to
covered short Company (NOMU). invest in Saudi
selling. (Mugassa). companies.
Shortening Establishing Implementing Implementing
the the Securities IFRS. new corporate
settlement Depository governance
cycle for Centre rules.
securities Company
transactions (Edaa).
to two
business days
after the trade
date (T+2).
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Developing
independent
custody
service.

Amending the
mechanism for
determining
subscription
prices and
allocating
shares.

Moving from
a Volume
Weighted
Average Price
(VWAP) to

an auction
method for
determining
closing prices.



Allowing the
launch of
derivatives
market and
investment
products.

Implementing
the market
maker

model and
supporting
the sukuk and
bonds and
ETFs markets.

Raising

the foreign
ownership
limit from 20%
t0 49%.

Decreasing
the asset
requirement
for qualified
foreign
investors

to USD 500
million.

Listing and
trading
government
debt
instruments
for all
investors.

Introducing

a delivery
Versus
payment (DvP)
model.
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Dropping
the cash
prefunding
requirement.

Introducing
fail
management
controls.

2003 - 2020

Approving the
Instructions
on the Price
Stabilisation
Mechanism for
IPOs.

Developing
the digital
infrastructure
of the capital
market.

Creating
partnerships and
workshops to
improve investor
relations.
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FTSE Emerging Index

FTSE Russellis aleading global provider of benchmarks, analytics, and data solutions with multi-asset capabilities.
FTSE Emerging Index, released in 2000 to measure the performance of the most liquid large and mid-cap
companies in emerging markets. The inclusion process of the Saudi capital market was carried out in five phases,
with the first phase implemented on 18th March 2019 and the final phase concluded on 22nd June 2020.

Phases of including the Saudi market
in the FTSE Emerging Index

Inclusion Phases First Phase Second Phase Third Phase Fourth Phase Fifth Phase
. March May July Sept. June
Date of Inclusion 18, 2019 1,2019 24, 2019 23,2019 22,2020

Percentage
of Cumulative
Inclusion to Total
Market Weight

inclusion 10% 15% 25% 25% 25%

Percentage
During the
Period
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MSCI Emerging Markets Index

Morgan Stanley, a global provider of indices, was founded in 1935 in New York City. It offers a wide range of tools
for analysing capital market indices. In 1988, the company introduced the MSCI Emerging Markets Index, which
initially covered 10 countries. By the end of 2020, the index had expanded to include 26 countries and featured
1,390 securities from large and medium companies in emerging markets, representing about 85% of the total
market value. Saudi Arabia was added to the MSCI Emerging Markets Index in two phases, the first in May 2019
and the second in August 2019,

Ty Inclusion Phases First Phase Second Phase

MSCI &
N May 29, 2019 August 28, 2019

Date of Inclusion

Phases of including the .
. . ercentage of
Saudi market in the Cumulative :
H Inclusion to Total
Ib:‘i(;IxEmerglng Markets Sl 100%

"During the Perod 50% 50%

¥
4

Saudi Arabia’s accession to .
the MSCI Emerging Markets : Nl aylal Goul
|ndex* =h R ok Exchanges

* www.saudiexchange.sa

155



Phase lll

(12) Saudi Aramco’s IPO and Listing

Saudi Aramco's origins can be traced back to 1933 when a concession agreement was established between the
Kingdom and Standard Oil Company of California (Socal) to form the California Arabian Standard Oil Company
(CASOC) to explore and extract oil. The company was renamed Arab American Qil Company (Aramco) in 1944, In
1980, the Saudi government fully acquired Aramco and renamed it the Saudi Arabian Oil Company (Saudi Aramco)
in 1988. On 19th December 2017, the Saudi government approved a resolution to make Saudi Aramco a joint-
stock company with a capital of SAR 60 billion divided into 200 billion shares without a nominal value per share,
and authorised the Board of Directors to issue, list, and offer shares or securities for public subscription both
inside and outside of Saudi Arabia.
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a joint-stock
company*
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The Largest IPO in Global Markets History

On 3rdNovember 2019, the CMA approved Saudi Aramco'srequest to offer 1.5% of its shares for public subscription
and the prospectus was released on 9th November. The subscription period for the oil giant's shares began on
1/7th November and ended for individuals on 28th November 2019 and for institutions on 4th December. On
11th December Tadawul announced the listing and start of trading for Aramco shares. The next day, the bell
signalling the start of trading rang, marking a defining moment in the history of Saudi Arabia’s capital market.

The bell
signalling the
start of trading
of Saudi Aramco
shares was
rung on 12th
December 2019

*Tadawul annual report for 2019 -

158



2019 Aramco IPO Timetable

3

November

CMA
approves
Saudi
Aramco’s
request to
offer 1.5%
of its shares
for public
subscription.

9
November

The prospectus
is released.

17
November

Subscription
begins.

28

November

Subscription
ends for
individuals.
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4
December

Subscription
ends for
institutions.

4
December

SDC (Edaa)
announces that
Saudi Aramco
subscribed
shares are
deposited

into eligible
shareholders'
Centre's
Accounts.

2003 - 2020

11
December

Tadawul 12
announces the December
listing of Saudi
Aramco shares.
The bell
signalling the
start of trading
iSrung.
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The Saudi Aramco listing proved to be the largest

IPO in history in terms of market capitalisation
Largest IPO in global markets

A
I~

&

The world's largest
IPO

The world's second
largest offering value

Offering value was SAR 96 billion SAR 32 nominal value per share Alibaba's offering raised $21.8 billion
($25.6 billion) in 2014

The company is valued at SAR
3 billion shares, or 1.5% of the 6.4 trillion ($1.7 trillion).

company's share capital

SAR 446 billion ($119 billion) in offer
proceeds

$106 billion and $13 billion raised
from retail and institutional offerings,
respectively

Coverage ratio is 465%
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Tadawul's
ranking advance

among global
NEILES

It rose from SAR 1.8 To the 10th position
trillion ($492 billion) to

SAR 9,025 trillion (52.41

trillion)

Tadawul's
traded value

SAR 58 billion ($15.44
billion) befare Aramca’s
listing

SAR 113 billion ($30.13
billion) after Aramca’s
listing
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2003 - 2020

TASI
performance
surged

From 7,859 points to
8,389 points

Aramco's share of the
market's total market cap
stood at 78.1%

Aramco's share of the
market's total traded
value reached 34.2%
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Saudi Capital Market Milestones (2003-2020)

““ ) 2008 ’

Royal Decree No. *The first CMA Board  * The first CRSD is * Stock Market * SAXESS Authorised persons The sukuk and bonds
(M/30) dated 31 July is formed. formed. Bubble of 2006.. trading system is are allowed to market is launched.
2003 on approving implemented. conclude stock swap
Capital Market Law is ~ * Subscription of *The first ACRSDis ~ * GCC institutional agreements,
issued. Etihad Etisalat formed. investors are allowed  * Market industries

(Mobily). 10 trade on the Saudi  and add new indices

*Bank Albilad is capital market. are reclassified.

* Subscription offered and listed.

of the Company *The issuance and * Tadawul is

for Cooperative listing sukuk in the established.

Insurance capital market is

(Tawuniya). approved. *GCC citizens are

treated the same as
Saudi citizens when
it comes to owning
and trading listed
shares.
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“ 2017 “

ETFs are listed and Foreign financial *The parallel market  *Class action lawsuit ~ *FinTech Lab *1.5% of Aramco *The Securities
traded. institutions are is established. are approved for Initiative is launched. shares are Clearing Centre
allowed to buy and securities disputes. offered for public Company (Mugassa)
sell listed shares. * REITs are launched. * Government debt  subscription. is established.
*The market sectors  instruments are
were restructured listed. *The Capital Market ~ * The derivatives
in 2017, based on Law is amended. market is launched.
the Global Industry
Classification *The Financial
Standard (GICS). Academy is founded.
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Market Story

Photographic Documentation of the Saudi
Capital Market History

1926 - 2020
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