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The Middle East, North Africa and Turkey (MENAT) region has 
experienced slower growth lately, fuelled by a number of factors 
including volatile oil prices and production constraints, �scal 
consolidation, FX restrictions, and disruption as a result of concurrent, 
destabilising regional insecurities and con�icts.  

At the time of writing, oil prices are making a recovery, but geopolitical 
risks are challenging the economic renewal across MENAT. The World 
Bank is forecasting the MENA region will grow in excess of 3% over 
2018 and 2019, although this is still less than half of what it was prior to 
2011.1  
 
Sliding oil prices had a noticeable impact on the investment activities at 
some MENAT sovereign wealth funds (SWFs), who have scaled down 
their foreign exposures and extracted signi�cant sums of capital from 
third party asset managers over the last few years.2 The recent 
stabilisation of oil prices though is likely to result in MENAT SWFs 
reviving their capital allocations, according to some institutional asset 
managers.3 

Many MENAT countries – certainly in the GCC (Gulf Co-operation 
Council) – have understood that their decades-long dependence on oil 
and hydrocarbon wealth needs to be reassessed, and this is driving 
reforms designed to diversify their domestic economies and improve 
longer-term capital �ows by encouraging foreign institutional investors 
to increase their portfolio exposures to these markets.

Diversi�cation efforts are on-going in Saudi Arabia, as evidenced by the 
government’s decision to privatise ARAMCO and overhaul its �nancial 
markets regulation, opening up the way for the country to be included 
on the MSCI Emerging Market Index.  Other positive reforms have 
included the establishment of a transparent government debt curve, 
creating a benchmark for corporates to price their risk. 

Meanwhile, non-oil producing markets have also introduced their own 
changes. Egypt has one of the biggest stock market capitalisations in 
the region but it has been suffering from foreign investor withdrawals 
following several years of political and economic volatility, as well as FX 
restrictions. Government reforms, however, are having a positive 
impact in the country.4  

Opening the Drawbridge:
A New Era of Investment in MENAT
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There has also been notable activity in sovereign debt issuance across 
MENAT, with bond issuance in the region hovering at record highs.  
Several jurisdictions are raising funds through �rst-time issuances.  In 
2016, Saudi Arabia raised US$17.5 billion in its �rst ever international 
sovereign debt issuance as part of an effort to diversify its economy 
beyond oil. The country followed this up with a US$12.5 billion bond 
issue in 2017. 

Egypt raised US$7 billion on its return to debt capital markets in 2017,5 
and amassed a further US$4 billion in a dollar denominated Eurobond 
sale in February 2018.6 Kuwait raised US$8 billion in its �rst international 
bond issue in 2017,7 while other countries in the region including Iraq, 
Oman, Bahrain, Jordan and Qatar have all tapped debt capital markets 
over the last few years.8 HSBC anticipates there will be further bond 
issuances in MENAT in due course, as governments look to plug 
budget de�cits. 

The region’s equity and debt markets are becoming more attractive to 
investors, with the latter providing yield advantages.9 Further liquidity 
bene�ts could be realised if market upgrades – as a reward for pushing 
through positive regulatory change – are rati�ed by MSCI and FTSE 
Russell leading to greater market weightings of passive funds.  

But the region is not entirely homogenous with each market 
possessing its own, unique regulations and infrastructure. This means 
investors have to adapt their trading and post-trade processes 
according to each jurisdiction and its underlying rules and requirements. 
While regulatory agencies in MENAT recognise the intrinsic worth of 
inward direct foreign investment, liberalising policies have been 
executed at  a conservative pace in some cases. 

The international investment community is a strong supporter of 
harmonised markets, which adhere to global best practices and 
guidance, such as recommendations from supranational bodies like the 
International Organisation of Securities Commissions (IOSCO). 
 
Rules endorsed or created in the US and the EU also have 
extraterritorial implications and this often forces regional jurisdictions to 
exercise change in order to demonstrate best efforts equivalence. Since 
the US and the EU accounts for around two thirds of global portfolio 
�ows, regional regulations can have a global impact,10 and MENAT is 
not left unaffected. 

At HSBC Securities Services, we believe that an important part of our 
job is to help our partners navigate MENAT’s regulatory landscape and 
infrastructure from entry into the market to actual investments being 
made, and ensure they are always aware of upcoming events that could 
have an impact on their operations. 

The following sec tions highlight the issues that we believe matter 
most to institutional investors in MENAT. 

“THE INTERNATIONAL 
INVESTMENT COMMUNITY 
IS A STRONG SUPPORTER 
OF HARMONISED MARKETS.”

– Kapil Seth
Head of HSBC Securities Services , MENAT



What challenges has the country faced since 2010?

The Egyptian Revolution in 2011 had a negative impact on foreign 
investment in the country leading to serious liquidity issues.11

Efforts by the Central Bank of Egypt to step in and provide liquidity 
to the interbank market were welcome but they were not suf�cient 
to cover all FX repatriation requests and stop the out�ow of foreign 
currency. FX challenges witnessed by foreign investors at the time 
discouraged further investments in the market.12   

What reforms has Egypt recently implemented?

Since 2015, Egypt’s economy has normalised mainly because the 
political situation stabilised. The government has relaxed its capital 
controls, most notably eliminating caps on deposits and withdrawals 
of foreign currency for importers at the end of 2017.13  

The depleted FX reserves and US Dollar shortage forced the 
government to free-�oat the Egyptian Pound in November 2016 
leading to a signi�cant devaluation against the US Dollar,14 a 
precondition for the International Monetary Fund’s (IMF) US$12 
billion loan. Other measures taken by the Central Bank included the 
reactivation of the interbank market in November 2016, in an 
attempt to stimulate and improve market liquidity. 

The devaluation of the Egyptian Pound boosted the external 
competitiveness of the market and encouraged foreign investment 
in the stock market, leading to an in�ow of foreign currency. This 
enhanced liquidity helped relieve some of the FX restrictions 
thereby restoring foreign investor con�dence in the market. 
Furthermore, the government has pushed through positive 
economic reforms including the introduction of VAT and stamp duty 
on equity transactions. The latter came to fruition due to investor 
pressure over the existing Capital Gains Tax, which was criticised for 
being too complex, and has since been temporarily suspended at 
least until 2020.

Have the changes resulted in a material improvement in Egypt’s 
economy?

The Egyptian government’s constructive monetary policies are 
having a positive impact, with net foreign direct investment (FDI) 
increasing by 14.5% to US$7.9 billion during the �scal year 
2016-2017.15 

Increasing investor con�dence is helping drive the country’s 
economic recovery, with the GDP forecast to grow by 4.4% in 2018, 
the highest across the MENA region.16 Government of�cials, 
however, told Bloomberg that they were anticipating economic 
growth of around 6% in 2018-2019, and projected this in itself would 
rise to 7% in 2019-2020.17 

Who are the investors and why are they looking at Egypt?

The investors with Egypt exposure are typically North American and 
European institutional fund managers looking for returns. There has 
also been a resurgence in regional investors in MENAT repositioning 
their portfolios towards Egypt.18 The devaluation of the Egyptian 
Pound led to high in�ation, prompting the Central Bank to increase 
interest rates which reinforced the appeal of �xed income 
instruments to foreign investors, given the attractive yield on offer. 
In response, foreign investment in treasury bills more than tripled 
during 2017.  

How can the market access processes for foreign investors be 
improved?

In 2016, a Delivery versus Payment (DVP) model was introduced as 
was a T+2 settlement cycle for purchases and sales of equities and 
corporate bonds. This is a development strongly supported by HSBC 
and its foreign institutional investor client base. However, the 
investor registration process is not straightforward, as regulators 
have introduced very detailed documentation and KYC 
(know-your-customer) checks, which need to be better aligned with 
international practices to make market entry easier for foreign 
clients. As a bank, HSBC is engaging with the authorities to simplify 
the account opening and registration processes for international 
investors as a means to speed up and ease market access into 
Egypt.  

How do you see the Egyptian market evolving over the next 
few years?

In�ation, having reached 30% in 2017, began to decrease at the start 
of 2018 and this is expected to continue over the coming months. 
Interest rates are also expected to fall which will encourage growth. 
Both developments are a consequence of the government’s 
increasingly expansionist monetary policy. 
 
In terms of market infrastructure reform, �nancial regulators, the 
stock exchange and the CSD (central securities depository) are in 
talks about introducing securities lending and borrowing. There are 
also discussions underway about the viability of launching Sukuks 
and futures exchanges.

The Outlook for Egypt
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Market liberalisation in MENAT has been gradual, but it is happening. 
There are clear disparities in terms of market accessibility, but step- 
by-step, there is progress evident in some jurisdictions where foreign 
ownership rules are being relaxed, giving institutional investors 
exposure to certain industries and sectors across the region. 

The proof is in the pudding in many of these markets. Consequential 
liberalising measures have been recompensed by index providers. The 
United Arab Emirates (UAE) and Qatar were awarded Emerging Market 
Index status in 2014 by MSCI, having previously been listed on the 
Frontier Market Index, after initiating a series of market reforms. 

Saudi Arabia and Kuwait are currently in contention for upgrades by 
MSCI possibly later this year. FTSE Russell did, however, con�rm that 
Kuwait will be classi�ed as Secondary Emerging from September 2018, 
and Saudi Arabia is expected to meet FTSE’s emerging markets’ index 
classi�cation requirements in 2018 following implementation of several 
reform initiatives.19

   
But there remain some operational considerations across MENAT 
markets such as manual processes – whether it is an obligation to 
supply detailed documentation to open an investor account at the local 
CSD, or inef�cient KYC and Anti-Money- Laundering (AML) checks.
 
The MENAT region broadly uses the bene�cial ownership model, which 
obliges end investors, as opposed to their global custodians, to supply 
local market infrastructures and regulators with information and 
documentation af�rming their status and identity. 

Local investors are also clients of global custodians, whose home 
regulators impose extensive requirements around ensuring suitable 
KYC due diligence has been undertaken. Satisfying those requirements 
effectively within the global custody structural context provides for a 
reliable basis for basic regulatory purposes in the local markets.

Financial Action Task Force recommendations also allow local 
custodians to rely on global custodians in order to satisfy the former’s 
KYC duties, usually by providing an AML Comfort letter or another form 
con�rming the global custodian has performed client due diligence.
  
While opening an account is generally straightforward, obtaining an 
investor number can be much more cumbersome and time-consuming, 
but this appears to be changing in some markets.
19 The National (September 30, 2017) Saudi Arabia left out of FTSE Russell Emerging Markets          
     Index, Kuwait upgraded
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MARKET ACCESS 
Streamlining Investor Access
in the UAE and Qatar

UAE

To expedite the NIN approval process in the UAE, HSBC worked closely 
with the country’s stock exchanges and successfully requested Dubai 
Financial Market (DFM) and Abu Dhabi Securities Exchange (ADX) to 
consider scanned copies of investor documents for NIN applications and 
remove the requirement to hold the physical/original copies. The 
introduction of these reforms has made it easier for investors to access 
the UAE market.

QATAR

Following introduction of new Ultimate Bene�cial Ownership (UBO) 
disclosure requirements in Qatar for opening accounts with the 
depository, HSBC Qatar shared International best practice followed in 
other markets on KYC standards and UBO disclosure with Qatar Financial 
Markets Authority (QFMA) and also provide a UBO template to Qatar 
Central Securities Depository (QCSD) that could be used by clients.

In 2016, QCSD insisted on receiving UBO disclosure along with 
supporting documentation in order to open an account. The UBO 
requirement was, however, unclear resulting in QCSD demanding further 
information leading to account opening delays. 

HSBC in Qatar engaged with (QFMA), and shared international best 
practices around KYC standards and UBO disclosures. HSBC also shared 
a UBO template with QCSD that could be used by clients. Since then, 
HSBC has worked closely with the QFMA, QCSD and Qatar Stock 
Exchange to open all pending accounts and to issue clear guidance on 
UBO disclosure for future account openings.20  

HSBC and its clients are continuously advocating for enhanced 
standardisation and harmonisation of account opening processes and 
the underlying documentation that goes with it across the region. 

It is eventually hoped that some form of investor passporting will be 
enabled whereby clients can access the MENAT region simply by 
registering in a single market, something which could be achieved 
through the establishment of a centralised repository containing 
information on investors based in one core jurisdiction.  If market 
access documentation requirements are simpli�ed and uniform 
across MENAT, it will hasten the account opening process and 
encourage more investors to enter these markets. 



Technology and automation at market infrastructures are helping to 
support in�ows. Historically, post-trade processes in MENAT were fairly 
manual, with the exception of Turkey which has enacted the SWIFT ISO 
20022 universal messaging protocol, a functionality that can help bring 
about improved automation.   

MENAT markets traditionally had a limited adoption of ISO 20022 as 
volumes were low although some market infrastructures have 
developed their own proprietary communication solutions, which can 
be mapped onto the SWIFT messaging suite. Automation across 
MENAT markets is improving as institutional investors increasingly look 
towards the region for returns. 

The MENAT jurisdictions recently upgraded by MSCI have consulted on 
the practicalities of setting up domestic Central Counterparty Clearing 
Houses (CCPs), and HSBC is actively participating in discussions with 
local regulators and exchanges on this very matter. 

While developing CCPs for on-exchange equities and bonds is viable in 
some markets, it is less so for over-the-counter (OTC) volumes at 
present. The problem for MENAT (excluding Turkey) is that OTCs are 
traded infrequently and irregularly and the markets have yet to fully 
develop, and often operate on a pre-funded basis anyway. 

Local leaders are considering whether to wait for an OTC market to 
expand and mature, and then develop a CCP, or the other way around. 
The �rst approach (i.e. waiting for the OTC market to �ourish and 
mature) risks leaving market participants concerned about their 
counterparty risk exposures if volumes increase. Creating CCPs 
pre-emptively and ahead of OTC volumes manifesting themselves, 
could result in costly and underutilised infrastructures springing up if 
transactional volumes remain unchanged. 

IOSCO and other senior regulatory bodies have stated on numerous 
occasions that CCPs are integral to security in the OTC market, and this 
has been supported through laws such as the Dodd-Frank Act and the 
European Market Infrastructure Regulation (EMIR). However, market 
practitioners appreciate that timing is a function of activity levels. Most 
MENAT markets will likely establish CCPs as OTC volumes increase. 

A few local infrastructures have reservations about investing in costly 
technology systems in individual markets. However, in some of the 
more frontier MENAT economies, where infrastructure is yet to be 
properly developed, they may be able to integrate more sophisticated 
technology into their systems, and avoid legacy issues. This is what 
occurred in some Asian markets during the early stages of their 
development. 

There is interest in Blockchain, and infrastructures are taking note of the 
solutions being offered. A handful of markets, however, such as the 
UAE are pushing an innovation agenda and are hosting high-pro�le 
events around the subject of disruptive technology. For example, Abu 
Dhabi Global Market (ADGM) – the city’s international �nancial centre - 
has a well-established Regulatory Laboratory supporting �n-tech 
innovation and start-ups.22

Progress towards automation and STP has gathered momentum across 
the region, and it is being enabled by providers like HSBC sharing its 
industry-leading knowledge and experiences with the relevant market 
infrastructures and regulatory bodies.

INFRASTRACTURE
CCPs

CCP development: Kuwait, UAE, Turkey

HSBC and SWIFT Connectivity

Bahrain is one MENAT market that is looking to introduce better 
automation by adopting SWIFT end-to-end connectivity. HSBC 
in Bahrain has liaised with Bahrain Bourse (BHB) about the 
practicalities of implementing SWIFT messaging as it will help 
the stock exchange bring about STP into the market, thereby 
creating ef�ciencies for end investors.21  

HSBC Egypt is working closely with SWIFT to �nd a suitable 
framework by which to achieve SWIFT connectivity at the CSD. 
The Misr for Central Clearing, Depository and Registry (MCDR) 
supports the development of such a framework for the market, 
and discussions are presently underway to achieve this 
objective.  

HSBC Kuwait discussed the introduction of a CCP with the 
Capital Markets Authority (CMA) as part of its regulatory 
engagement in the country, and the results have been 
promising. Kuwait is proposing to introduce a CCP as part of the 
third phase of its Market Development plan, with 
implementation expected within the next 12-18 months.

HSBC has been consulting with the stock exchanges in the UAE 
about developing a CCP for on-exchange equities and bonds. 
The discussions are in the initial stages and we expect a CCP in 
the UAE to be launched in 2019. 

In June 2017, Turkey established a CCP for equities.

21 HSBC (October 2017) MENAT Markets Advocacy Newsletter (PDF)
22 Coindesk (October 2017) Abu Dhabi admits 4 Blockchain start-ups to Fin-tech sandbox



Markets globally are moving towards T+2. The US moved to T+2 from 
T+3 in September 2017, while much of the EU migrated in 2014 in 
accordance with the EU’s Central Securities Depository Regulation 
(CSDR) as the bloc prepared for the various Target2Securities (T2S) 
execution waves. MENAT markets have overwhelmingly shifted to a 
T+2 settlement cycle, a move which has been supported by providers 
like HSBC and its clients.   

Trade settlement is an area where MENAT has made excellent 
progress, as nearly all of the region now operates on T+2 in line with 
international best practice, although a small minority continue to use 
T+3. 

SETTLEMENT

OMAN

HSBC in Oman is engaging with market authorities in the country to unify 
the trade settlement cycle for listed transactions. At present, equity 
trades settle on T+3 whereas bonds settle on T+2. The local branch of 
HSBC has recommended this be streamlined into a single cycle as it will 
enable investors to better track and settle transactions. The consolidation 
of divergent settlement time-frames onto a singular settlement cycle will 
help reduce the number of failed bond trades in the Omani market.23  

EGYPT

HSBC in Egypt – alongside other custodians and market infrastructures – 
was very proactive in pushing for the country to adopt a uniform T+2 
settlement cycle. As part of this exercise, HSBC shared best practices 
and models from across its global network with local stakeholders. Egypt 
migrated to a uniform T+2 settlement cycle in March 2016.

KUWAIT

HSBC Kuwait advocated to address concerns over control of investor 
assets in Kuwait by providing feedback to the CMA, KCC and Boston 
Consulting Group – a Custodian rejection facility was introduced in July 
2017 which addresses this concern  HSBC also requested for uni�cation 
of the settlement cycles for all investors which was implemented as part 
of the interim post trade model.

The biggest, post-trade reform in Kuwait to date was its adoption of a T+3 
settlement cycle for all investors, having previously applied a dual 
settlement cycle for local (T+0) and foreign investors (T+2). This 
settlement change was encouraged and supported by HSBC.

SAUDI ARABIA

Saudi Arabia was the latest market to implement T+2 for listed securities. 
The Tadawul – the country’s stock exchange – adopted T+2 on April 23, 
2017 thereby replacing T+0, a policy fully supported by HSBC. Under the 
revised settlement cycle, pre-funding is not mandatory and trade 
rejection is allowed under the independent custody model (ICM) along 
with fail management mechanisms (e.g.late con�rmation, buy-in, cash 
substitution).  HSBC was closely involved with the Tadawul and Securities 
Depository Centre in supporting these changes in the settlement cycle.

23 HSBC (October 2017) MENAT Markets Advocacy Newsletter (PDF)



Structural reforms are happening at CSDs in the region. There have 
been pushes to consolidate multiple CSD infrastructures operating 
in the same market in order to generate ef�ciencies and scalability.
MENAT CSDs are often attached to government-owned stock 
exchanges, although some jurisdictions are looking to privatise 
these infrastructures, or demerge them. There are advantages and 
disadvantages of partitioning CSDs from stock exchanges.

Bahrain Stock Exchange formally approved the establishment of the 
Bahrain Clear Company as a separate legal entity. Bahrain Clear – 
which became fully operational on July 17, 2017 – carries out central 
depository, clearing and registry functions.

ADX is one of seven organisations to sign a memorandum of 
understanding with SWIFT to identify ways in which distributed 
ledger technology (DLT) can be implemented in post-trade 
processes including corporate actions and proxy voting.  ADX 
also launched a Blockchain-enabled e-voting service back in 
2016.28

KUWAIT

Please give an overview of some of the post-trade reforms 
which have been implemented in Kuwait and why?

Like many GCC markets, Kuwait is looking to diversify away 
from oil, and attract international investment. In August 2016, 
Kuwait issued a resolution af�rming it would bring its post-trade 
model into line with international standards. In addition to 
adopting T+3, Kuwait has pushed through a number of changes 
including the introduction of a custodian rejection facility, the 
facilitation of DVP,29 and the implementation of internationally 
accepted best practices around corporate actions (i.e. a set and 
publicised schedule).30 Boursa Kuwait has also eased restrictions 
around stock lending and short-selling practices, and is 
introducing a platform for market makers.  Reform of this 
magnitude and pace is unprecedented in Kuwait’s capital 
market.  

Please give an overview of the market segmentation 
initiative undertaken by Kuwait.

Kuwait has made efforts to deepen its domestic liquidity pool. 
Most notably, Boursa Kuwait is beginning to segment listed 
companies based on a series of criteria including market 
capitalisation, daily trading volumes, price-to-par ratio,

years of operations, and overall compliance with the terms and 
conditions of listing,31 In what it hopes will attract more 
investors and issuers, and ultimately liquidity.  

Segmentation will divide the market into three categories – 
Premier Market, Main Market and Auction Market. The Premier 
Market “forms the elite category, which will be occupied by 
high calibre companies with high liquidity and medium to large 
market capitalisation requirements.”32 Auction market, however, 
will comprise companies with low liquidity irrespective of 
market capitalisation, and will not be included in any index.33  
Segmentation of the type being adopted by Boursa Kuwait is 
common practice across a number of stock exchanges in major 
markets including the London Stock Exchange, Deutsche Borse 
and NASDAQ.34 Once segmentation is fully realised, experts 
anticipate Boursa Kuwait will allow exchange traded funds 
(ETFs) and derivatives to be traded.35 

How have investors reacted? 

Retail investors comprise the bulk of trading volumes on Boursa 
Kuwait whereas foreign institutions have traditionally been 
under-weight. After several years of implementing positive 
market reforms, Kuwait was designated as Secondary Emerging 
by FTSE Russell with the classi�cation to commence from 
September 2018, a development which is likely to result in 
around US$700 million to US$1.8 billion of active and passive 
money entering the country from investors looking to access its 
equity market. Kuwait also attained membership of IOSCO 
during 2017, in recognition of its reform efforts. 

Kuwait’s post-trade transformation should also put it in 
contention for an MSCI Emerging Market Index upgrade.a

Initial �ows following the FTSE upgrade have been quite volatile 
but HSBC is now seeing a consistent increase in foreign 
investor capital coming into Kuwait. The next two phases of 
Kuwait’s Market Development reform are expected to be 
implemented over the next 18 months. In what is likely to be 
one of the most notable developments, Boursa Kuwait is 
collaborating with Kuwait Clearing Company to bring about a 
derivatives, options and OTC market.36

The use of Blockchain in corporate 
actions and proxy voting in the UAE

34 Boursa Kuwait (December 11, 2017) Boursa Kuwait plans for market segmentation
35 Bloomberg (March 27, 2017) Kuwait to adopt new equities benchmark after reorganising market
36 The Business Islamica (January 2017) A Vision to put Kuwait’s stock market on the global map

Nearly all major MENAT markets have established CSDs, which 
enable securities to be settled on a scripless basis. This allows for 
routine functions such as trade capture, pre-matching, settlements 
and reconciliation to be commoditised and scalable. 

MENAT markets – having traditionally provided Arabic-only versions 
of corporate actions – are introducing bilingual (Arabic and English) 
scripts. This is a welcome development, although there are reports 
of inconsistencies in the texts. Efforts are also being made to usher 
in greater STP to corporate actions instead of relying on manual 
processes.

CSDs

Corporate Action Enhancements in Qatar

QFMA approved the non-suspension of stock trading on the 
AGM date of companies, something which took effect in 
January 2018. The reform is a consequence of HSBC Qatar’s 
on-going advocacy efforts with regulators and various market 
participants to drive ef�ciencies in the country’s corporate action 
processes (i.e. implementing ex-date, pay date concept and 
removal of the current stock trading suspension on the 
company’s AGM date). 24 

Electronic voting in Turkey

Turkey was the �rst country in the world to pioneer electronic 
voting. It allows shareholders to vote electronically via proxy, 
and this mechanism has been available since 2012.25 
Sub-custodians submit votes through the s-GEMS platform26 
which is overseen by the Central Shares Depository, a division 
of the Istanbul Stock Exchange.27 While some MENAT markets 
have yet to fully adopt automation, others – like Turkey – are 
highly advanced. 

26 Institutional Shareholder Services (October 2015) Market Mechanics Guide 
27 Financial Times (October 7, 2012) Turkey moves �rst on e-voting
28 Coindesk (October 2016) Abu Dhabi Stock Exchange Launches Blockchain voting service
29 FTSE Russell (September 2017) FTSE Russell Annual Country Classi�cation Review
30 Boursa Kuwait
31 Boursa Kuwait (December 11, 2017) Boursa Kuwait plans for market segmentation
32 Boursa Kuwait (December 11, 2017) Boursa Kuwait plans for market segmentation
33 Boursa Kuwait (December 11, 2017) Boursa Kuwait plans for market segmentation

24 HSBC (October 2017) MENAT Markets Advocacy Newsletter (PDF)
25 Financial Times (October 7, 2012) Turkey moves �rst on e-voting
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HSBC was instrumental in a number of the reforms enacted in Saudi Arabia 
since the markets began to open in 2015. These included:

Engaging with the CMA to lower the QFI thresholds to 
US$500m; removing the requirement for QFIs to have �ve years investment 
experience; reducing the amount of documentation QFIs must �le with the 
local authorities; and streamlining market access by removing the need for 
investors to seek CMA authorisation. 

Encouraged and supported the authorities to move from T+0 to T+2

Liaised with the stock exchange around the development of the independent 
custody model. 

Worked with the CMA to get the conversion procedures from swap 
investments to cash equities relaxed with no need for market crossing.

The US$471.2 billion market capitalisation of the Tadawul is larger than 
all of the regional exchanges combined.37 While energy stocks are well 
represented in any Saudi Arabian index, its equity market is diversi�ed 
and includes consumer services, banking, telecoms, retail and 
healthcare.38   

The Tadawul’s CEO has predicted the stock exchange’s market 
capitalisation could be more than double to US$1 trillion by 2022 as a 
result of the government’s privatisation programme and efforts to bring 
local and regional companies in need of �nancing to the exchange.39  

Saudi Arabia’s strong liquidity has long made it a country of interest for 
institutional investors but was historically fairly impenetrable to access. 
However, foreign institutions have been able to gain exposure to Saudi 
Arabian listed equities via swap arrangements, although such 
instruments are not held in the name of the investor, and the ownership 
carries no voting rights or rights to board representation.40 

Liberalisation was in part a reaction to the oil price volatility, a notable 
consequence of which was a devastating loss of government funding 
and challenges to maintain expenditure spending at existing levels. 
These reformist measures are all part of Vision 2030, an ambitious 
government-led initiative to stimulate the economy and diversify 
revenues.41 

The path towards liberalisation began in 2015, when the Capital Market 
Authority (CMA) announced a series of measures to make it easier for 
investors to own listed securities directly as opposed to going through 
a swap arrangement. Early stage �ows into Saudi Arabia from foreign 
institutions were limited, due to restrictions on ownership of listed 
securities, and the CMA’s high threshold for market entry. 

In 2016, the restriction of 20% aggregated QFI ownership of an 
individual company’s shares was lifted, while QFIs were allowed to up 
their equity stake in individual companies to 10% from 5%. Nomu, a 
parallel equity market with lighter listing requirements aimed at SMEs,42  
has also been made available to foreign institutions, albeit subject to 
limits on ownership.43

The CMA has also eased the rules around QFI eligibility. QFI status is 
available to any regulated bank, brokerage, fund manager, insurance 
company or security �rm with at least US$500 million, an AUM (Assets 
under Management) requirement that has been gradually reduced from 
US$5billion when the CMA announced the rule-changes initially. This 
will open up the market to smaller, boutique asset managers and 
investors.  

Furthermore, QFI applicants do not need to have any minimum 
investment experience, a rule-change introduced by the CMA in 2018. 
Previously, only companies which had been engaged in securities or 
investment activities for �ve years and were from a jurisdiction in the 
approved list of the CMA, could apply to become a QFI.44 

The CMA now allows QFIs to appoint a custodian to safe-keep assets 
in Saudi Arabia instead of obliging them to work with a local broker, 
something which appeals to regulated, retail fund managers. The CMA 
permits custodians such as HSBC to act as an Assessing Authorised 
Person (AAP) who can authorise QFI registrations instead of requiring 
institutions to rely on the local regulator. 

Other positive measures include switching the settlement cycle from 
T+0 to T+2, which means international investors will be protected from 
counterparty errors as they will have suf�cient time to send instructions 
to their local custodians for matching prior to settlement. The CMA also 
permitted, though not yet activated, covered short-selling and securities 
lending and borrowing. 

In addition to these progressive measures, the CMA has implemented 
a DVP model, enhanced the independent custody model by allowing 
custodians to reject the settlement of uncon�rmed trades executed by 
brokers; permitted the migration of daily trading limits from custodians 
to brokers allowing investors to enjoy larger trading limits; facilitated an 
e-voting service through custodians via an e-voting platform – 
Tadawulaty; introduced robust corporate governance standards 
designed to enhance shareholder and board member rights and bolster 
transparency; and helped launch a real estate investment trust market 
(REIT) in what will further deepen liquidity.45  

Examples of HSBC Advocacy efforts in Saudi Arabia

SAUDI 
ARABIA

37 Visual Capitalist 
38 Tadawul 
39 The National (October 2017) Exclusive: Saudi Tadawul expects market capitalisation to top $1  
     trillion by 2022
40 Zeyad S. Khoshaim and Allen & Overy (May 2015) Saudi Arabia opens Stock Market to Foreign     
     Investors 
41 Vision 2030 - Foreword
42 Tadawul Nomu: Parallel Market
43 Reuters (October 26, 2017) Saudi Arabia to give foreign investors full access to parallel stock         
     market
44 Zeyad S. Khoshaim and Allen & Overy (May 2015) Saudi Arabia opens Stock Market to Foreign  
     Investors
45 Tadawul (June 2017) Saudi stock exchange named to watch list for MSCI Emerging Market Index



There are very few perfect synergies in regulations across the MENAT 
region. While some jurisdictions are at very advanced stages of market 
infrastructure development, others have a way to go. The lack of 
uniformity in terms of economic liberalisation, market best practices 
and regulations across MENAT means institutions have to approach 
each jurisdiction differently. 

HSBC has seen evidence of positive change with a region-wide 
transition towards automation and innovation; implementation of 
simpler market access channels; meaningful development of market 
infrastructures; improvements in the settlement and corporate action 
processes; and the introduction of best practices. 

In order for such liberalising measures to continue on their current path, 
foreign investors need to participate in ongoing discussions with local 
market authorities and infrastructures, in conjunction with their 
custodian providers. 

With strong return opportunities available in MENAT, investors are 
looking favourably at the reforms which have been introduced over the 
last few years as evidenced by the �ows moving into once restrictive 
markets like Egypt, Saudi Arabia and Kuwait.  HSBC’s presence in the 
MENAT markets goes back more than a century, a long history that 
provides us with signi�cant knowledge of securities trading and 
post-trading in the region. 

In addition, our truly global footprint allows us to deliver this expertise 
to partners wherever they are located. HSBC Securities Services’ 
comprehensive solutions therefore enables �nancial institutions to 
implement a business strategy to the highest international standards, 
while in full compliance with local regulations. 

As a major participant in markets across MENAT, HSBC is viewed as a 
working partner by many exchanges and market intermediaries in the 
region, which puts us in a strong position to advocate international 
standards and harmonisation. 

Operating models will evolve in tandem with regulatory changes that 
affect international investors and structural developments that change 
MENAT markets. Discovering the best model will be an ongoing 
process, and at HSBC, we are committed to partnering with our clients 
to create a solution that meets both local and international demands. 

“AS A MAJOR PARTICIPANT IN MARKETS ACROSS 
MENAT, HSBC IS VIEWED AS A WORKING 
PARTNER BY MANY EXCHANGES AND MARKET 
INTERMEDIARIES IN THE REGION.”

CONCLUSION



Kapil Seth 
Head of HSBC Securities Services, MENAT
Tel: +971 4 4235178
Email: kapilseth@hsbc.com

The contact details of the branches are as follows:

For any enquiries please contact:

Bahrain
Francis Dassou
Head of HSBC Securities Services, Bahrain
Tel: +973 1756 9499
Email: francisdassou@hsbc.com

Egypt
Ehab Eissa
Head of HSBC Securities Services, Egypt
Tel: + 2 02 2529 8027
Email: ehab.eissa@hsbc.com

Kuwait
Emma Almerzah
Head of HSBC Securities Services, Kuwait
Tel: +965 2223 0702
Email: emma.almerzah@hsbc.com

Oman
Gavin Serrao
Head of HSBC Securities Services, Oman
Tel: +968 2494 7085
Email: gavinserrao@hsbc.com

Qatar
Shreen Abeysekera
Head of HSBC Securities Services, Qatar
Tel: +974 4438 3345
Email: shreen.abeysekera@hsbc.com

Saudi Arabia
Madhur Bhandari
Head of HSBC Securities Services, Saudi Arabia
Tel: +966 1 299 2307
Email: madhurbhandari@hsbcsa.com

Turkey
Ibrahim H Yurtlu
Head of HSBC Securities Services, Turkey
Tel: +90 212 366 1403
Email: ibrahimyurtlu@hsbc.com.tr

United Arab Emirates
Rocio Echague
Head of HSBC Securities Services, UAE
Tel: +971 4 4236111
Email: rocio.echague@hsbc.com
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