
KUWAIT: The Capital Markets Authority (CMA) has
launched a project to prepare regulations of capital ade-
quacy standard for licensed persons with a view to estab-
lishing an effective monitoring system in accordance with
international standards.

This is in tune with the CMA’s comprehensive vision to
enhance its legislative infrastructure and within its role as
a monitoring auditor of the Kuwait capital market. 

A capital requirement, also known as regulatory capital
or capital adequacy, is the amount of capital a bank or
other financial institution has to hold as required by its
financial regulator. This is usually expressed as a capital
adequacy ratio of equity that must be held as a percentage
of risk-weighted assets.

The CMA’s move is as per law no 7 of 2010 regarding
the establishment of the Capital Markets Authority and
regulating securities activities and its amendments, namely
clause number 2 of article 66 of the law, which states “A
person licensed to engage in the management of securities
activities shall comply with the regulations specified in the
bylaws and in particular maintaining adequate capital”, as
well as article 64 which states “The authority may request
from persons licensed to engage in securities activities to
submit periodic reports on all their activities to make sure
they are capable of carrying on with their business and
particularly have adequate capital that suits the volume
and type of their securities activities”. 

These regulations are a major step in this regard as

they are part of the effective auditing tools that would
enhance the efficiency of companies licensed to deal in
securities and ensure safety of their financial statuses in a
way that matches the nature of the risks they undergo. The
regulations will also protect investors’ rights and create a
safe investment environment. 

Notably, in collaboration with international consult-
ants Ernst & Young, CMA prepared a draft on licensed
persons’ capital adequacy, in addition to all the forms
needed in both English and Arabic to assess their suit-
ability for the business environment through conducting
a study on different quantitative impacts, which involved
applying the draft regulations on a selected specimen of
licensed persons. 

The results showed that these regulations fit the busi-
ness environment, namely in terms of covering all the risks
accompanying securities activities. The results also
showed that most licensed persons have high capital ade-
quacies. 

The basis of the draft regulations can be summed up in
the following: 

l Capital was calculated according to a risk-based
approach. 

l Four licensed activities will be initially exempted from
the regulations and will be allowed to maintain minimum
limits of their capitals, including: Asset assessors, invest-
ment consultants, credit rating agencies and investment
auditors. 

l Extra requirements have been set for financial market
infrastructure (FMI). 

The above regulations are expected to lower the
minimum capital requirements in general, which will

enhance higher efficiency of utilizing capitals for both
companies and CMA and balance the risks these com-
panies may undergo as well as the auditory capital they
should maintain. 
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CMA project to set capital adequacy standards
KUWAIT: The Capital Markets Authority officials address a press conference yesterday at Boursa Kuwait

Authority eyes effective monitoring system in accordance with global standards

ASAR and Al-Hossam
& Partners act as legal 
counsel for Boursa
Kuwait privatization 
KUWAIT: Al-Ruwayeh & Partners (ASAR), and Al-
Hossam Legal Al-Turqi & Partners have acted as
legal counsel as part of the advisory team to the
Capital Markets Authority (CMA) in relation to the
landmark privatization of Boursa Kuwait which cul-
minated with the sale by the CMA of 44 percent of
its shares held in the capital of Boursa Kuwait
through a developed bidding process. This resulted
in the winning bid being placed by the international
consortium comprised of the Athens Stock Exchange,
National Investments Company, Al-Oula Investment
and Arzan Financial Group.

This historic privatization transaction is a land-
mark and precedent setting transaction in Kuwait
given the nature and consequence of the deal and
involvement of major international operators includ-
ing some of the world’s leading stock market opera-
tors and local financial institutions. 

On this occasion, Robert Little, Counsel at ASAR
noted that: “We are delighted to have been able to

successfully complete the tender process of this
landmark transaction. Given the various issues that
needed to be attended to during the development of
the tender process, we are also particularly proud of
the manner in which various Kuwaiti laws (including
the Kuwait Capital Markets Law), rules and regula-
tions accommodated the tender process as they were
being stress tested under the weight of this transac-
tion. This privatization transaction is an example of
our consistent diligence and commitment in provid-
ing quality legal services of the highest caliber. Our
clients always come first, their success is our suc-
cess, and we intend to keep it that way.” 

Hossam Abdullah, Legal Counsel & Managing
Partner at Al-Hossam Legal, said that: “The privatiza-
tion process required strenuous efforts by various
specialized teams, including the legal team which
worked for almost one year on the transaction and
spent in excess of than 1000 hours on the same. The
culmination of which resulted in a legally sound,
transparent and successful competitive bidding
process. All assumptions and scenarios were dealt
with leaving no stone unturned. We are proud to
have been be part of this national endeavor and to
have contr ibuted to Kuwait ’s  vis ion 2035 and
beyond.”

Ibrahim Sattout, Partner at ASAR noted that: “We
are very proud to have worked with the CMA on this
high profile and complex transaction. We believe that
transactions of this nature are fundamental to grow-
ing Kuwait’s economy particularly given the involve-

ment of local financial institutions. We appreciate the
confidence and trust that the CMA has put in our
firm and we look forward to continuing to assist our
clients in reaching their business and strategic objec-

tives. At ASAR, we have extensive experience with
regard to similar transactions and the privatization of
Boursa Kuwait further bolsters our market leading
position in this context.” 
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