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24 September 2026G 

CMA CONSULTATION 

Saudi IPO reset 
More at stake for banks, 
investors and issuers 

The CMA’s proposed overhaul of underwriting, institutional bidding and forecast 
disclosure. 

Saudi IPOs could change for everyone at the table. Underwriters would commit 
before the order book is built, institutional bids would need demonstrable liquidity 
and issuers would publish financial forecasts.(1,2) 

Published on 22 September 2026G, the consultation would reshape three connected elements of the 
IPO process: who carries execution risk, what makes institutional demand credible and which 
information supports the Offering price. Its practical effect would depend on the final provisions and 
implementation arrangements.(1,2) 

CONSULTATION TIMETABLE 

Comments close on 22 October 2026G. The CMA announcement identifies 2 November 2026G 
as the intended effective date, subject to final approval. These are proposals, not rules already 
in force.(1) 

CMA proposal identifies the draft requirements. Practical implications sets out their likely effects. Alternative considerations 
identifies the author's suggestions, not provisions in the draft. 
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Today’s position: commercially soft underwriting 
Current framework. Main Market IPOs are already required to be fully underwritten by one or more 
appropriately licensed Capital Market Institutions (CMIs). The current Book-Building Instructions 
require the underwriting agreement to be signed before the subscription process begins. They do 
not require it to be effective before book-building starts.(3,4) 

Market practice. In typical Main Market IPO practice, the underwriting agreement is signed only after 
the institutional Offering and book-building have been completed and the Offering priced. With 
demand established at that point, underwriting is commercially “soft”: it principally backstops 
settlement risk, including an investor’s failure to pay, rather than guaranteeing at launch that 
sufficient institutional demand will emerge. 

The description of current underwriting as “soft” does not make the agreement non-binding once 
effective. It describes when the underwriter assumes its purchase obligation and the residual risk it 
principally covers, subject to the agreement’s terms and conditions. 

From settlement backstop to earlier demand risk 
Weak demand can stop an IPO before the customary underwriting agreement is signed. Saudi IPOs 
have previously been cancelled for lack of sufficient demand. This illustrates the distinction between 
an underwriting requirement and a commitment that protects against an unsuccessful institutional 
marketing process. 

CMA proposal. The draft would require the underwriting agreement to be signed and effective 
before book-building begins, with the underwriter’s obligation to purchase all Offer Shares becoming 
effective when book-building starts. This would move the commitment into the period in which 
demand and the final Offering price are still being established.(2) 

THE COMMERCIAL CHANGE 

The proposal is not simply to require full underwriting. It is to require the commitment before the 
institutional book has demonstrated that the Offering can be sold. 

Hard underwriting: capacity, competition and cost 
Practical implications. Earlier underwriting could strengthen incentives for disciplined pricing and 
give issuers and selling shareholders greater certainty of payment, subject to the final rules and 
contractual conditions. It would not eliminate market risk, guarantee a listing or protect investors 
against subsequent price falls. Instead, underwriters would assume demand risk earlier and could 
face a longer holding period for unsold shares. 
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Whether current CMIs have sufficient capacity is a transaction-specific and market-wide question, 
not something that capital-adequacy ratios alone can answer. The CMA’s first-quarter 2026G report 
publishes institution-level ratios, but these do not establish unused underwriting capacity or 
immediately available funding. Assessment would require each proposed underwriter’s eligible 
capital, liquidity, concentration limits, committed funding and concurrent exposures.(5) 

Current prudential framework. The current Prudential Rules calculate the underwriting capital 
requirement using the net underwriting position, applicable security risk charges and an underwriting 
risk factor. Qualifying written third-party subscriptions and sub-underwriting commitments can 
reduce that position. This is not a blanket requirement to hold regulatory capital equal to the full 
Offering value. Capital adequacy and the cash needed to complete purchases are separate 
questions. Earlier commitments could bring forward or increase exposure before qualifying 
subscriptions or sub-underwriting are secured; revocable book-building orders should not be 
assumed to qualify for deduction.(6) 

Earlier and potentially larger exposures could favour institutions with more deployable capital, narrow 
the pool willing to underwrite some IPOs and increase fees or the pricing discount sought before 
launch. Smaller or less liquid Offerings could be affected disproportionately. Syndication and 
separate advisory and underwriting roles could sustain participation by smaller CMIs, depending on 
the final framework. Whether total IPO costs would become prohibitive cannot be concluded at this 
stage. Any additional fees or reduction in proceeds would need to be considered alongside the 
potential savings from fewer failed Offerings and greater execution certainty. 

Alternative considerations. An alternative identified by the author, and not included in the CMA 
proposal, would allow the issuer and underwriter to agree commercially whether the underwriting is 
structured on a “hard” or “soft” basis, including when the underwriter’s purchase obligation becomes 
effective. Full underwriting and the applicable prudential requirements would remain mandatory. The 
aim would be to preserve transaction flexibility and avoid unnecessarily constraining IPO activity, 
while recognising that soft underwriting provides less certainty against an insufficient institutional 
book. Implementing this alternative would require the final regulatory framework to permit that 
flexibility. The prospectus should in all cases clearly disclose the structure, timing and scope of the 
purchase obligation, any material conditions and termination rights, and who bears the risk of 
insufficient demand. 

If the underwriting prevents listing 
CMA proposal. If the underwriter's ownership of the Offer Shares results in the Listing Rules' 
requirements not being met, the issuer's shares would not be listed, but the underwriter would 
nevertheless have to purchase all Offer Shares.(2) 

Practical implications. The provision preserves the purchase obligation without disapplying the 
admission requirements. The underwriter's exposure could therefore include ownership of unlisted 
shares, rather than merely a temporary settlement shortfall. 
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The existing Listing Rules already permit the Exchange, with CMA approval, to accept a lower public-
ownership percentage or shareholder number. They also provide for remedial periods for shortfalls 
arising after listing. Those provisions do not create an automatic grace period for an IPO that fails 
the admission requirements. An IPO grace period would require express regulatory approval and 
coordination with the proposed no-listing outcome.(7) 

Alternative considerations. The author suggests considering case-by-case admission where the 
only obstacle is a temporary shortfall in public ownership or shareholder spread caused by the 
underwriting. The issuer, supported by the underwriter, could have a defined grace period to achieve 
the required public distribution, without releasing the underwriter from its purchase obligation. This 
is an alternative for consultation, not the CMA proposal. 

Such an approach would involve a trade-off. It could preserve a route to listing and an orderly sell-
down, but limited initial liquidity and subsequent underwriter disposals could affect price formation 
and public investors. Potential safeguards would include a minimum viable public float and 
shareholder spread at admission, a credible placement plan, transparent disclosure, a fixed deadline, 
regulatory monitoring and clear consequences if the shortfall is not remedied. It would not provide a 
route to listing where there is no genuine public market. 

Underwriting terms the final framework would need to address 
Pricing and commitment. Under the CMA proposal, the agreement would need an executable pricing 
mechanism before price discovery is complete, addressing the price range, authority to determine 
the final price, any minimum acceptable price and the consequences of an insufficient book. 

Conditions and termination. The draft does not specify a complete regime for conditions precedent 
or termination rights. The treatment of market-disruption provisions, material adverse change 
clauses and other protections would require clarification. Neither unrestricted withdrawal nor an 
absolute prohibition on termination rights should be assumed.(2) 

Capital, syndication and failed listing. Underwriters would need to assess funding capacity before 
launch, risk allocation within any syndicate and the mechanics of acquiring shares if listing cannot 
proceed. Issuers and selling shareholders would need corresponding certainty over payment, 
transfer and completion. 

A more dependable institutional order book 
Current framework. The existing framework already requires verification of participating entities' 
solvency and ability to pay before bids are registered.(4) 

CMA proposal. Orders must reflect the investor's actual available liquidity, with financial-capacity 
verification limited to cash or cash equivalents. The draft expressly includes securities capable of 
conversion into cash within the subscription-payment period as an example.(2) 
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Participation forms would also need to provide for orders through the official channel designated by 
the financial adviser and the prospectus timetable. A bid at a specified price within the range would 
include all lower prices within that range, and official orders would become binding for payment no 
later than the stated subscription-payment deadline.(2) 

Practical implications. Importantly, the draft preserves the existing mechanism permitting bids to 
be amended or cancelled during book-building. It should not be described as making every bid 
irrevocable from submission. Nor does it expressly impose universal cash pre-funding: acceptable 
evidence, the treatment of liquid securities and the point at which payment becomes binding need 
to be reflected in the final rules and transaction documents.(2,4) 

Alternative considerations - understanding demand quality. A confidential book-quality 
assessment could examine price sensitivity, order concentration, revisions, cancellations, funding 
and allocations rather than rely on a single oversubscription multiple. The author's suggestion would 
complement the proposed liquidity verification while keeping investor identities and detailed orders 
out of public disclosures, without restricting access by the CMA or other authorised recipients. 

A more prescriptive alternative would be to require full or partial prefunding for specified categories 
of orders, such as unusually large orders or investors whose funding capacity cannot otherwise be 
verified. This could provide stronger payment certainty without imposing universal prefunding across 
the institutional book. Any such requirement would need to be calibrated carefully, since immobilising 
cash before pricing and allocation could discourage participation and impair price discovery. Any 
unfunded portion of an order would still require satisfactory evidence of funding capacity. 

Forecast disclosure under the proposals 
CMA proposal. The prospectus or registration document would have to include issuer-specific 
forward-looking statements and forecasts, including financial performance indicators, covering at 
least one financial year. These must also be made available through the documents-for-inspection 
section and must be clear, not misleading and based on reasonable, measurable assumptions.(2) 

The financial adviser would have an express obligation to exercise professional due care and reach 
a reasonable opinion on those statements and forecasts. The draft refers to both the Main Market 
prospectus requirements and the Parallel Market prospectus and registration-document provisions, 
so the forecast limb should not be treated as a Main Market-only measure.(2,3) 

Why mandatory forecasts require caution 
Practical implications. Making forecasts compulsory is not a cost-free transparency measure. A 
published number can look more precise than its assumptions justify and can come to be treated as 
a promise rather than an estimate. Investors may anchor valuation to it, while management may face 
pressure to deliver it despite changing conditions. A subsequent miss could damage confidence and 
invite scrutiny of the original disclosure, even where it reflects developments that could not 
reasonably have been foreseen. 
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The central danger is hindsight. A forecast is prepared with an incomplete view of the future but may 
later be examined when both the outcome and its causes are known. A fair assessment should 
distinguish genuinely later developments from adverse facts that existed, were known or should 
reasonably have been identified through diligence when the forecast was prepared or reaffirmed. 
Information withheld from advisers is not the same as information that did not yet exist. 

For issuers, this would require more than inserting a management budget. The forecast should be 
reconciled to the business plan and historical information, with dated assumptions, the information 
then available, sensitivities, management and board review, and the adviser's work retained. The 
adviser's diligence would need to test the basis of the forecast, not merely its arithmetic. A variance 
should prompt analysis of its cause, not an automatic conclusion that the original forecast was 
defective. Conversely, a generic warning about uncertainty would not cure an unsupported 
assumption or material omission.(2,8) 

Liability and hindsight concerns are important reasons for caution about publishing management 
forecasts in IPOs. In the US, projections are often omitted from conventional IPO prospectuses, and 
the statutory forward-looking-statement safe harbour excludes IPOs. That is not a prohibition: the 
SEC notes that some types of IPO regularly include projections. Nor is there a uniform international 
approach. UK rules require an outstanding, valid published profit forecast to be included and now 
offer conditional protection for qualifying forward-looking statements. These differences illustrate 
that there is no single international model. An important question for consultation is therefore 
whether mandatory forecasts are the best means of improving the information available to investors 
in Saudi Arabia, or whether greater emphasis should instead be for example placed on the freshness 
of historical financial information, including by limiting the period between the latest financial 
information in the prospectus and the Offering and listing (currently up to 12 months). (9) 

The draft does not specify the required financial indicators, resolve whether a part-completed 
financial year satisfies the minimum horizon or expressly require an auditor's assurance report. 
Guidance would also be useful on how the new forecast obligation would operate alongside existing 
updating duties at approval, pricing and listing.(2,3) 

If a forecast is missed: existing-law implications 
Practical implications. A shortfall alone does not establish a disclosure breach or automatically 
entitle investors to compensation. The questions are whether the original disclosure was materially 
incorrect or incomplete, whether the relevant duties were discharged and whether later 
developments were disclosed when required. The draft creates no automatic fine, buy-back 
obligation or delisting consequence for a numerical miss.(2,8) 

For a Main Market IPO, a material forecast change after prospectus publication and before 
completion may trigger a supplementary prospectus under Article 29 of the Rules on the Offer of 
Securities and Continuing Obligations. CMA approval is required, and earlier subscribers may rescind 
or amend subscriptions before the Offering ends. Parallel Market transactions have separate 
supplementary-disclosure provisions. After listing, a material deterioration in expected performance 
must be assessed under the applicable continuing-disclosure requirements; an issuer should not wait 
for scheduled results where prompt disclosure is required.(3) 
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An actionable prospectus misstatement or omission may expose the issuer and other responsible 
persons to compensation claims under Article 55 of the Capital Market Law, subject to its materiality, 
loss and other requirements. The issuer cannot rely simply on good faith or lack of knowledge. 
Specified directors, senior officers and underwriters have statutory defences, including reasonable 
investigation in the circumstances prescribed by Article 55. A breach of applicable duties may also 
attract regulatory action. Neither compensation liability nor a regulatory sanction follows from a 
numerical miss alone.(8) 

The financial adviser's proposed duty of professional due care would be a separate compliance 
requirement, not a promise that the forecast will be achieved.(2) 

Commercially, a missed forecast could affect valuation, investor confidence and the terms of 
subsequent fundraising even without a legal breach. A clear explanation should distinguish changed 
market conditions, operational execution and assumptions that no longer hold, rather than leave 
investors to infer that every shortfall reflects the same problem. 

If adopted, how the changes could affect IPOs 
Issuers and selling shareholders. The changes could affect launch timetables, underwriting 
negotiations and the economics of going public. Preparing, verifying and approving published 
forecasts would become a substantive workstream. Financial models would need to support the 
proposed disclosure, while the earlier underwriting commitment could influence the price and terms 
on which an Offering proceeds. 

Financial advisers, bookrunners and underwriters. Internal risk approvals, funding arrangements 
and syndication would need to precede the earlier commitment. Participation forms and liquidity-
verification procedures would need to align with the prospectus timetable and payment obligations. 
Financial advisers would also have an express diligence responsibility for issuer forecasts. 

The consultation raises implementation questions rather than immediate new compliance duties as 
the new requirements are still only at the proposal stage. The final provisions would determine the 
allocation of underwriting risk, the acceptable evidence of liquidity and the scope of forecast 
disclosure. The priority now is to assess these changes against planned IPOs and identify practical 
points for consultation.(1,2) 

Disclaimer 

The opinions expressed in this client alert are solely those of the author and do not represent the views of any other party. 
This content is provided for informational purposes only and should not be construed as legal advice on any subject matter. 
No recipient of this client alert, clients or otherwise, should act or refrain from acting based on any content included herein 
without seeking appropriate legal or other professional advice on the particular facts and circumstances at issue from an 
attorney licensed in the recipient's jurisdiction. The content of this client alert is intended to provide a general guide to the 
subject matter and may not necessarily capture the latest legal developments. 
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Sources and notes 
(1) CMA, consultation announcement, 22 September 2026G. Comments close on 22 October 2026G. Announced 

intended commencement is 2 November 2026G, subject to final approval. CMA announcement 

(2) CMA, Draft Regulatory Provisions Associated with the Project to Enhance Initial Public Offering Practices. The 
supplied unofficial English translation and Arabic original are reproduced in Annex 1 to this client alert. 

(3) Rules on the Offer of Securities and Continuing Obligations, 2026 version, Articles 23(9), 24(a), 27, 29, 63-64, 82(a)-
(b), 84 and 94. Article 24(a) requires full underwriting and compliance with the Prudential Rules. Articles 29 and 84 
address supplementary disclosure; Articles 63-64 and 94 address continuing disclosure. Offering Rules 

(4) Instructions for Book Building Process and Allocation Method in Initial Public Offerings, Part 3(c), (e) and (i). The 
description of underwriting as commercially soft reflects the author's account of market execution practice, not an 
exemption from full underwriting. Book-Building Instructions 

(5) CMA, Institutions Under Supervision of CMA Report, first quarter 2026G, section 5, printed pages 26-34. Reported 
ratios do not quantify unused IPO-underwriting capacity. CMA report 

(6) CMA Prudential Rules, Articles 3-7 and 92-95. Article 94 applies the net position, security risk charges and a 50 per 
cent. IPO underwriting risk factor. Article 93 permits deductions for qualifying written third-party subscriptions and 
sub-underwriting; third-party underwriting requires irrevocable and unconditional liability. Article 95 requires pre-
signing notification of the capital-adequacy impact. Prudential Rules 

(7) Saudi Exchange Listing Rules, amended 1 April 2026G, Article 7(b)-(d). Discretion over public distribution and remedial 
periods after listing do not create an automatic IPO grace period. Listing Rules 

(8) Capital Market Law, Article 55, on material prospectus misstatements and omissions, responsible persons, statutory 
defences and recoverable loss; Article 59, on action for violations. Article 55 does not equate a missed forecast with 
an actionable misstatement. Capital Market Law 

(9) US Securities Act of 1933, section 27A(b)(2)(D), codified at 15 U.S.C. § 77z-2(b)(2)(D), excludes IPOs from the 
statutory forward-looking-statement safe harbour. SEC Release No. 33-11265, 24 January 2024G, printed pages 264-
265, discusses traditional IPO projections and sector-specific exceptions. FCA Technical Notes 340.5 and 639.1, 
January 2026G, address profit forecasts and protected forward-looking statements. These are jurisdiction-specific 
comparisons, not a uniform international rule. US statute; SEC release; FCA TN 340.5; FCA TN 639.1 

This alert reflects the consultation as of 24 September 2026G. The proposals remain subject to consultation and final 
approval. The official Arabic texts should be consulted for their precise terms. 

Annex 1 
Draft Regulatory Provisions Associated with the Project to Enhance Initial Public 
Offering Practices 
Unofficial English translation and Arabic original. The following pages reproduce the two texts. 

https://cma.gov.sa/en/MediaCenter/NEWS/Pages/CMA_N_4123.aspx
https://cma.org.sa/en/RulesRegulations/Regulations/Documents/RULES_ON_THE_OFFER_OF_SECURITIES_AND_CONTINUING_OBLIGATIONS_en2026.pdf
https://cma.gov.sa/en/RulesRegulations/Regulations/Documents/The_Amended_Instructions_for_Book_Building_Process_and_Allocation_EN.pdf
https://cma.gov.sa/en/Market/Reports/Documents/Capital_Market_Institutions_Report_Q1_2026_en.pdf
https://cma.gov.sa/en/RulesRegulations/Regulations/Documents/AmendedPrudentialRules.pdf
https://www.saudiexchange.sa/wps/wcm/connect/e4bfbba8-4932-4b0c-b405-c922ac56d780/Listing%2BRules_ENG.pdf?CVID=pWy1wDp&MOD=AJPERES
https://cma.gov.sa/en/RulesRegulations/CMALaw/Documents/CMA_Law.pdf
https://www.govinfo.gov/link/uscode/15/77z-2
https://www.sec.gov/files/rules/final/2024/33-11265.pdf
https://www.fca.org.uk/publication/primary-market/tn-340-5.pdf
https://www.fca.org.uk/publication/primary-market/tn-639-1.pdf
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