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Chairman's

Message

among GCC markets in Q1 2025 and has

delivered strong returns to investors over the
years. Strong corporate earnings, uptick in non-oil
economic activity and sustained reform momentum
have supported the markets. The country’s capital
markets have been undertaking regulatory reforms
such as mandatory disclosure of sustainability
reporting for all Premier market companies, launch
of XBRL disclosure system, revision of appeal rules,
rules for inter-registration of funds etc. between
2024 and Q1 2025. Kuwait capital market has
achieved many milestones in recent years such
as re-classification to Developed Market from
Emerging Market in JP Morgan Bond Index and a
steep increase in traded value and number of trade
confirmations from foreign investors, and listing of
family-owned businesses. Rolling out of Central
Counterparty System and a fixed-income platform
to accommodate trading in bonds and sukuk and
ETFs is a key development that market participants
are looking forward to in H1 2025.

Kuvvait equity market was the top performer

Amid positive market sentiment and increasing
investor participation in the local capital markets,
the Investor magazine is happy to share its timely
coverage on a key pillar of Kuwait capital markets
- the Kuwait Clearing Company (KCQC). Trust is the
cornerstone of growth and development of capital
markets and clearing corporations play a crucial
role in maintaining participants’trust in the markets.
Hence, our team at ‘The Investor” has aptly referred
to them as silent guardians of financial markets. They
are vital in maintaining market stability by serving as
a counterparty to buyers and sellers in the capital
markets.

JUNE 2025

UIC COMPLETES

20 Years

OF INNOVATION,
TRUST AND GROWTH

As scale and complexity of capital markets grows,
secure and efficient settlement systems are
essential for their smooth functioning and sustained
growth. Clearing corporations fulfill this vital role
by handling confirmation, settlement, and delivery
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of transactions. From reducing counterparty risk
to improving market liquidity, they offer immense
benefits to market participants. While clearing
corporations are also exposed to various risks, they
manage it effectively through methods such as
initial margin collateral requirement, risk-based
pricing, stress-testing etc.

Having been formed as part of resolving Souk Al
Manakh crisis, Kuwait Clearing Company (KCC) was
appointed by Kuwait Stock Exchange as clearing and
settlement agent for all security transactions in 1986.
From clearing and settling transactions to providing
securities lending and borrowing, KCC performs
multiple functions. KCC's growth prospects remain
bright amid rising investor confidence in Kuwaiti
market, the country’s young demography indicative
of more new market entrants in the coming years,
ongoingreformsin capital markets such asupcoming

launch of CCP and plans to launch products such as
bonds, sukuk and ETFs by the Boursa Kuwait.

As UIC celebrates its 20th anniversary, | am
honored to highlight the union’s contribution
to the development of the country’s investment
sector and capital markets. Over the years, UIC has
recommended improvements to the legislative and
regulatory authorities, supported the establishment
of the Capital Markets Authority, and coordinated
with regulatory bodies and state institutions. It has
also played a vital role in enriching the community
through its many training programs. | would like
to take this opportunity to thank all our members
for their valuable contributions to UIC’s efforts in
advancing the capital markets and supporting
economic growth. | am sure that with the active
support of its members, UIC will continue to play a
significant role Kuwait's realization of Vision 2035.

Abdullah H. Al-Terkait
Chairman of UIC




I The New “Maqasa Online” App

Kuwait Clearing Company is pleased to announce the launch of its new electronic application,
"Magasa Online," specifically designed to provide a smart and secure digital experience.

The app allows users to easily view their stock balances, dividend details, shares transfer, and
access more services through their smartphones. Our goal is to simplify access to our services
and enhance efficiency in managing transactions, all with just one click.
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Revving Up: Latest Shifts in Kuwait Economy

and Market Landscape

he Kuwait's stock market is off to a great start in

2025! The equity market in Kuwait has been a top
performer among GCC markets in Q1 2025, gaining
9.7% during the quarter.! Positive investor sentiment
amid strong corporate earnings, pick up in non-
oil economic activity and mobilization of structural
reforms have supported the markets. Kuwait has been
undertaking a series of reforms in recent months and

a notable addition has been the passage of the long-
awaited public debt law. The public debt law would
enable Kuwait to sell bonds locally and internationally,
the proceeds of which could be used to fund
infrastructure projects and economic diversification
programs?, enhancing Financial Sustainability and
Reducing Reliance on Oil Revenues.

Equity Markets Are Witnessing A Surge In Activity
Driven By The Return Of Investor Confidence

he positive investor sentiment reflected in
increased trading in the local stock market. Boursa
Kuwait recorded a substantial rise in trading activity
in 2024, with the turnover rate increasing by 40%
year-on-year. This momentum continued into the

first quarter of 2025, as the value of trades surged
by 90% compared to the same period last year®. In
this backdrop of renewed investor interest in Kuwait
equity markets, we take a look at a key pillar of Kuwait's
capital market — Kuwait Clearing Corporation.

Clearing Corporations — The Silent Guardians of

Financial Markets

he size, scale and complexity of financial markets

is growing by the day. Global equity market
capitalization had stood at USD 135 trillion as of 2024,
up from USD 68 trillion in 2014.* Average daily trading
volume in U.S. equity markets alone in 2024 had been
at 12.2 billion shares, with some days seeing volumes
as high as over 20 billion shares

With millions of investors delving into this intricate
realm of financial markets, ensuring secure and
efficient settlement of trades has become essential.
Enter clearing corporations, the silent guardians of
financial markets. Clearing corporations primarily

oversee the handling of confirmation, settlement, and
delivery of transactions. Acting as a counterparty to
both buyers and sellers, they manage risks and ensure
that the trades are accurately settled. In 2024, the
clearing and settlement market size was projected
at USD 12.71 billion, and the industry is set to grow
from USD 13.35 billion in 2025 to USD 20.70 billion in
2034 with a CAGR of 4.99%° Although clearing and
settlement services may appear to be a silent industry
on the surface, they play a pivotal role in maintaining
market stability and fostering trust upon which the
global financial system is built.

! Refinitiv

2 AGBI

3 Boursa Kuwait

4 Dimensional

° SIFMA

© Market Research Future




Total Number of
Registered
Clearing

Agencies
Across the World

®
Japan3 W India5s

Europe
14

Source: SEBI, SEC, ESMA, Financial Instruments Clearing Organizations, BIS and Gov.UK
Note: *- includes 5 clearing agencies that have been exempt from registration by the SEC

BENEFITS OF CLEARING CORPORATIONS

©® Reduced Counterparty Risk: Clearing
corporations act as a counterparty, becoming
buyers to every seller and a seller to every
buyer. They help mitigate the risk of default by
ensuring that both sides of a trade are fulfilled,
even if one party fails to meet their obligations.
Thus, they reduce market disruptions and
increase investor confidence in the markets as
they provide a safety net if one party fails to
meet its obligations.

® Increased Efficiency in Financial Markets:
By providing standardized and streamlined
processes for trade confirmation, matching
and settlement, clearing corporations boost
the efficiency of the financial markets by
reducing the time and effort taken to complete
transactions.

JUNE 2025

® Regulatory Compliance: The  clearing

corporations operate in a secure manner, as
they are subject to a series of regulations and
standards. By complying with the regulations,
they promote integrity and stability.

Market Liquidity: By completing trades
efficiently, clearing corporations pave the way
for a more liquid market where assets can be
bought and sold easily.

Counterparty Risk Mitigation: By offsetting
positions and collecting margin deposits from
both the buyer and seller, clearing corporations
reduce the risk of default for either party
involved.
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From Paper to Pixels:
The Journey of Clearing Houses

® Philip Burlamachi, a
financier to King
Charles | of England

@ The commercial banks
in New York
established the New

@ Computerization of the
interbank clearing. The
shift from paper-based

that first proposed
the idea of clearing

A game-changing idea
streamlined the clearing
process by making
representatives of each bank
convene in one location. They
would then drop the cheques
into a box of the issuing bank
and calculate the net amount
owed by each bank that
would be settled. This saved
the banks from unnecessary
o gross payments

pivotal moment in the evolution of clearing

houses commenced in the 1970s with the
computerization of the interbank clearing. The shift
from paper-based to electronic clearing sped up
settlement process and reduced errors leading to
a more efficient clearing process. With the advent
of blockchain technology, many clearing houses
are gearing up to leverage it to make real-time
settlements. Forinstance, in August 2022, Depositary
Trust & Clearing Corporation launched an initiative
called ‘Project lon'to leverage the distributed ledger
technology (DLT) for settlement with a scalability of
settling 160,000 bilateral transactions on a peak day
while meeting the safety standards.” While ensuring
market stability, clearing houses have also been bold
to blend the technological advancements onto their
processes in order to discover more efficient ways
to carry out settlements between parties. Not only
have they embraced digital technology but have

York Clearing house
which was the first
house major clearing house

to electronic clearing
sped up settlement
process & reduced
errors leading to a more
efficient clearing
process

The New York Stock
Exchange (NYSE) took the
first step to enhance the
clearing and settlement
process by creating a
clearing house for certain
types of brokerage
transactions

Source: Various

also come forward as innovators propelling financial
markets towards modernization. Mirroring the shift
in the economy, clearing houses have evolved over
the years, adapting agility and prudence in their
journey.

7 DTCC

11




TYPES OF CLEARING HOUSES

GENERAL DIRECT SPECIALIZED

P Act as intermediaries P Provide clearing services P> Render clearing services
between clearing directly to the clients for specific markets
members and exchanges instead of a third-party or products such as

intermediary derivatives, foreign

exchange or commodities
| 4 Manage risk and collateral,

ensure trades are settled P> Used by large institutional

correctly investors for customized P Possess expertise of unique
and flexible clearing risks and complexities of
solutions the specific markets

P> Offer ancillary services
such as margin financing

and securities lending P> Greater cost savings, P> Capable of offering cross-
transparency, control margining benefits for
Eg: London Clearing House compared to general clients with positions in
clearing firms multiple markets
Eg: Goldman Sachs Clearing Eg: Intercontinental Exchange
Services (ICE)

Goldman
LCH
Sachs ice

Source: Finance Strategist

JUNE 2025
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Resilience in
Reconciliation

Trade Today, Settle Tomorrow!

learing corporations are designated with certain roles to ensure the smooth
execution of the transactions, providing reassurance to the parties involved.

Role of Clearing Houses
PN

\
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o
L

ource: FasterCapital
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The clearing and settlement of trade are not visible to traders and investors since it happens behind the
scenes. Clearing corporations possess covert control over the settlement cycle in a stock market through a

series of well-defined steps:
Trade Execution:

The first step in clearing and
settlement is trade execution.
A trade is executed when a buy
order is paired with a respective
sell order. Once executed, both
the buyer and seller would
receive confirmation from the
stock exchange regarding the
trade.

Trade Reporting and
Confirmation:

After executing the trade, the
stock exchange reports it to the
clearing corporations which then
confirms the details of the trade
with the parties involved.

Source: Motilal Oswal Research

Determination of Obligation
through Netting:

In its very essence, clearing
corporations offset buy and sell
orders for the same security
thereby streamlining the
process and eliminating errors
by reducing the number of
transactions. It then calculates
the net obligation of the parties
involved in the transaction.

Pay-In Funds and Stocks:

On the settlement day, the
sellers must deliver the stocks,
and the buyers must transfer
the corresponding funds to the
clearing corporation.

—

Pay-Out Funds and Stocks:

On receiving the pay-ins, the
clearinghouse initiates the pay-
out process where it transfers
the securities to the buyers and
the funds to the sellers. The
settlement cycle would vary from
country to country. For example,
the settlement cycle in the United
States and India is T+1 and the
European Securities and Markets
Authority (ESMA) currently stands
at T+2 days.

Reporting and Reconciliation:

After the completion of clearing
and settlement process, the
clearing corporation generates a
statement of transaction which is
shared with the parties involved.
Simultaneously, the accounts of
the buyer and seller are updated
to reflect the changes.

COMMERCIAL AUTOMATED CLEARINGHOUSE TRANSACTIONS
PROCESSED BY THE FEDERAL RESERVE:

Value of transactions processed (in USD billions)

)

2021 ) 36,988

2022 )

38,686
A

2023 39,464

A
2024)

JUNE 2025
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Proofing

|

Narket

ow exactly do clearing corporations reduce
the risks involved in the financial markets and
maintain market stability?

Any party involved in the financial market is exposed
to various types of risks, such as credit risk, market
risk, operational risk, legal risk and liquidity risk.
Clearing corporation happens to be no exception.
However, their magic lies in efficient operation and
risk management.

Clearing houses use several methods to risk-proof
the market:

P Initial Margin Collateral Requirement: To
safequard participants from the risk of default,
the clearing house collects a margin deposit
from the parties involved, collateralizing every
cleared position. This ensures that the parties
involved in a particular trade possess sufficient
funds/collateral to execute their trade. The
margin requirement could depend on the risk
profile of the parties’ trading activity, meaning
that the higher the risk involved with the trading
activity, higher the margin required.

» Scrupulous Stress-Testing: Clearing
corporations  simulate  extreme  market
conditions and what-if scenarios to test

their resilience towards unfavorable market
conditions and determine the sufficiency of
their default resources. This enables them to
test their preparedness for adverse scenarios
and ensures that they are prudent.

» Collateral Management: Clearing corporations
collect margins from the participants, which is
marked-to-market daily to ensure that they are
sufficient to cover their obligations. Additional
collateral could be required if the participants
are involved in risky trading activities.

» Risk-based Pricing: Clearing corporations use
complex risk models to assess the participants’
likelihood of default. Based on the risk
assessment, they determine the fees and margin
requirements for market participants. The
higher the risk posed by the market participant,
the higher their fees and margin requirements.
Thus, as riskier trades require higher fees,
adopting risk-based pricing ensures that parties
without the means to bear the risk refrain from
involving themselves in trading activities that
pose significant risks and also incentivize players
to engage in less risky trading.

These are just some of the various ways in which the
clearing corporations mitigate risks and ensure the
smooth functioning of the market. By figuring out
extreme but plausible market scenarios, the clearing
houses not only ensure that they have sufficient
resources to avert risks but also boost market
integrity by providing participants with a hassle-free
trading experience.

15




The Balancing Act

Regulation & Compliance

Havmg established that clearing houses play
a vital role in keeping the market stable and
efficient, it is important to the participants that they
are trustworthy. But how can clearing houses win
the trust of the market participants?

This is where the capital market authorities come
into canvas, with a stroke of their requlatory mandate
that binds these corporations. International entities
such as the Committee for Payments and Market
Infrastructure (CPMI) and International Organization
of Securities Commission (I0OSCO) lay down the
standards that ought to be adhered to while
monitoring and making recommendations about
the efficiency and safety of payment, clearing,
settlement and other related arrangements
thereby reinforcing financial stability and the wider

CRITERIA FOR KEY STANDARDS BY FSB

Relevant & Universal

Critical

JUNE 2025

economy.®

Financial Stability Board (FSB) is another international
body that ensuresthat the market operates smoothly.
FSB has issued 12 key standards to preserve and
strengthen the financial stability of financial markets
by countries. The key standards come under the
broader policy areas of:- Macroeconomic Policy
and Data Transparency, Financial Regulation
and Supervision and; Institutional and Market
Infrastructure.® With global clearing volumes rapidly
on the rise, these standards have been designated
by FSB as the key to sound financial system and are
broadly accepted by the international community
as representing minimum requirements for good
practice that countries are expected to exceed or
meet.

FINANCIAL
STABILITY
BOARD

FSB

Source: Financial Stability Board

8 CPMI
¢ Financial Stability Board
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Along with these standards, the CPMI and 10SCO
have rendered international standards for financial
market infrastructure (payment systems, securities
settlement systems, central counterparties, central
securities depositories and trade repositories)

known as the ‘Principles for Financial Market
Infrastructures’ (PFMI). These are a part of the 12 key
standards provided by the FSB. Additionally, CPMI
and I0SCO publish documents to guide parties on
implementation of the standards.'

GENERAL APPLICABILITY OF PRINCIPLES TO SPECIFICTYPES
OF FINANCIAL MARKET INFRASTRUCTURE

Principles

1. Legal basis

2. Governance

3. Framework for the comprehensive management of risks
4. Credit risk

5. Collateral

6. Margin

7. Liquidity risk

8. Settlement finality

9. Money settlements

10.  Physical deliveries

11. Central securities depositories

12.  Exchange-of-value settlement systems

13. Participant-default rules and procedures
14. Segregation and portability

15. General business risk

16. Custody and investment risks.

17.  Operational risk

18.  Access and participation requirements

19. Tiered participation arrangements

20. FMllinks

21. Efficiency and effectiveness

22. Communication procedures and standards
23. Disclosure of rules, key procedures, and market data

24. Disclosure of market data by trade repositories

Source: Principles for Financial Market Infrastructures, I0SCO

PSs CSDs SSSs CCPs TRs

CIANESENT AN SENESENT IANENE 1 SN SENT TENE SENE SEN
CIANESENENENE AN AN AN IENENE YOI 3O 2 TENE NN
CIANESENENENE SENESENT IANENE 1 SENL SENT AN SENE SEN
B<H<B<B<B<BH<BHB<B<H<B<B-:
CCRCRK o< 00000000000 << <

PS — Payment Systems; CSDs - Central Securities Depositories; SSSs — Securities Settlement System; CCPs — Central Counterparties; TRs — Trade

Repositories

All the principles except Central Securities Depositories and disclosure of market data by trade repositories
(16 and 24) are applicable to clearing corporations across the world. Bound by all these principles and
regulatory framework, the clearing corporations facilitate the clearing, settlement and recording of monetary
transactions to strengthen the market and foster stability.

10Bank for International Settlement (BIS)
17




The Future of
Clearing Settlements

Swift, Smooth and Safe

Technology has brought incredible transformation  fraud by automating repetitive tasks and eliminating
to all fields and clearing corporations are no  the need for manual intervention. This makes the
exception. Clearing houses employ technology to  clearing process, faster, safer and more efficient.
streamline processes, minimize risk of errors and

ROLE OF TECHNOLOGY IN CLEARING CORPORATIONS

Automated Clearing Electronic
& Settlement Systems Confirmation

Matching

Tech in
Clearing
Corporations
Blockchain Cloud-Based
Technology Systems

Artificial Intelligence
& Machine Learning

Source: FasterCapital

JUNE 2025
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GRTIFICIAL INTELLIGENCE (D

=>» Greyhorse Clearinghouse
Ltd in London has weaved
Artificial Intelligence into
their process wherein 93%
of their operations are now
carried out by their Al.

As a completely Al driven
financial entity, Greyhorse
has automated every
dimension of its operations
to their proprietary Al
protocol — Edison and its
auxiliary Al subsystems.

From high-stakes
transactional execution

to macro-level strategic
governance, every facet of
operation is taken care of
by Al, rendering any human
facilitated decision making
and bureaucratic framework
obsolete.

>

.

/ WEB BASED SOLUTION \

National Payments
Corporation of India (NPCI)
implemented ‘National
Automated Clearing House'
(NACH) which is a web-
based solution that facilitates
high volume, interbank,
electronic transactions which
are repetitive and periodic

in nature for banks, financial
institutions, government and
corporates.

/

%

BLOCKCHAIN

=» The Depository Trust &
Clearing Corporation (DTCC),
the New York-based post-
trade services provider
launched an industry
sandbox for the scalable
adoption of digital assets in
October 2024.

The DTCC also announced
the results of a proof of
concept (POC) on DTCC
Digital Launchpad. Led by
Japan Securities Clearing
Corporation, clearinghouse
of Japan Exchange Group,
the POC explored how
central counterparties could
use tokenization to optimize
the collateral management
process for clearing
members and their buyside
firms.

=>» The POC was built
by leveraging DTCC's
reusable blockchain-based
infrastructure, easily issuing
digital assets such as cash,

\ stocks, and bonds.

v

Source: Greyhorse Clearinghouse Ltd, National Automated Clearing House, TheAsset.com
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MERITS OF TECHNOLOGY IN
CLEARING AND SETTLEMENT PROCESS

Enhanced Increased Reduced Centralized raight-Through
Security Efficiency Risk Clearing rocessing (STP)

Source: FasterCapital

Meet the Market Leaders

Clearing houses are vital for the stability of financial markets and instilling investor confidence. It is therefore
no surprise that every major economy is supported by a leading clearing corporation.

OVERVIEW OF MAJOR CLEARING HOUSES ACROSS

THE WORLD
Key Markets
Headquarters Served

London Clearing London, United CCP OTC

Company Kingdom Derivatives, Equity Clteiez! lesefton
Depository Trust . :
andClearing ~ NewYork Usa  auityandFixed NI NA
. Income America
Corporation
Eurex Clearing Frankfurt, Denvatwes, Equities, Eurene NA
Germany Fixed Income
ICEClear  Atlanta, USA Energy, Credit Global 9.3 billion
Derivatives, Equities
CME Clearing  Chicago, USA AU, OpILoi Global 6.13 billion

QOTC Derivatives

Source: Websites of all the respective clearing houses; Note: Clearing houses selected in no particular order

JUNE 2025
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SPOTLIGHT ce

ICE Clear (Intercontinental Exchange)

Products Range: Equity Derivatives, Credit

ESTA B LI S H E D . 2000 Derivatives, Forex, Interest Rates, Digital Assets

Metals, Agriculture and Energy

Areas of Operations VN Canada Europe Singapore)
[@) O

O g
ICE Clearing Houses Worldwide o---!
+ < <
K3 = =
Products P Energy, agricultural, interest rates  Agricultural, metals, foreign  OTC North American, European,
Cleared and equity index futures and exchange, or FX, interest rate, and  Asian-Pacific and Emerging Market
options contracts equity index futures and options  CDS instruments
contracts
Reporting > Exchanges Exchanges Fixed Income and Data Services
Segment

aa
L & |CE Clear Netherlands ICE Clear Singapore ‘*’ ICE NGX

Products B Derivatives on equities and equity ~ Energy, metals and financial Physical North American natural

Source: ICE website

Cleared indices traded on regulated futures products gas, environmental commodities
markets and  physical and  financial
electricity
Reporting »  Exchanges Exchanges Exchanges
Segment Source: ICE Form 10k

Diversified Transaction Revenue 2024

Energy Fixed Income & OTC & Agricultural
Futures CDS Clearing Others Futures

2 2 2 2

10% 10%
] ! !

Mortgage Cash Equities Financial
Souie=CE Foriim 1@k Technology and Options Futures

21




The
Clearing

Landscape
in the GCC

G CCcountries have  been  actively

developing their capital markets as part
of their broader economic diversification agenda.
Supported by the series of economic and policy
reforms undertaken by the countries, the regional
capital markets have emerged as a magnet for both
domestic and foreign investors. For example, in 2024,
the region had an inflow of USD 70 billion marking
a 13% increase from 2023."" Amid this renewed
investor interest, the clearing corporations have a

crucial role to play in ensuring smooth functioning
of markets.

Clearing houses in GCC have been taking measures
to broaden products and service range to include
repo transactions, single stock options, securities
lending and borrowing etc. They have also taken
steps such as enhancement of trade automation
to boost efficiency. Clearing houses have also been
collaborating amongst themselves. For example,
Bahrain Clear has signed MoU with Saudi’s Securities
Clearing Company (Mugassa) to foster exchange
of information to develop central clearing in both
countries. Dubai Clear has also signed a similar
MoU with Mugassa to strengthen collaboration on
clearing services.

" Khaleej Times

JUNE 2025
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OVERVIEW OF SOME LEADING CLEARING CORPORATIONS
IN THE GCC

Owned By: Established: Type:
SAUDI TADAWUL GROUP (FULLY OWNED) 2018 CLOSED JOINT STOCK

Capital Issued: Clearing for:

SAR 600,000,000 Equity, debt, Sukuk and bonds, ETFs, REITs,
mutual funds and other financial instruments

Owned By: Established: Type:

MSX - 89.32% INVESTMENT/ BROKERAGE 1998 CLOSED JOINT STOCK
AND BANKS - 10.68%
Capital Issued: Clearing for:

OMR 5,000,000 Equities, Bonds/Sukuk

Elullg dnléold ua Owned By: Type:
aAa Lol gja)oll DUBAI FINANCIAL MARKET (100%) SUBSIDIARY OF DFM

®----
D CC D Clearing for:
Equities, Central Securities Depository

Owned By: Type:
ABU DHABI STOCK EXCHANGE (ADX) SUBSIDIARY OF ADX

Established: Clearing for:
2023 Derivatives and Securities

Owned By: Established: Type:
BAHRAIN BOURSE 2017 SUBSIDIARY OF BAHRAIN BOURSE

Clearing for:
Equities, Mutual Funds, Bonds and Sukuks

Owned By: Type:
o9 QATAR CENTRAL BANK LIC. BY QATAR FINANCIAL MARKET AUTHORITY

£ |l Established: Clearing for:
EdaEi 2014 Equities, Bonds and other financial instruments

Source: Respective entities' websites

23



SPOTLIGHT o

Mugassa (Saudi Clearing Co.)

Securities Clearing Center Company (Muquassa) extends clearing services for equities, sukuk, bonds and
exchange traded funds market etc.

TIMELINE

Established as subsidiary of Saudi Tadawul Group

m_.| Mugassa obtained the CMA license as a qualified central counterparty
(QCCP).

Mugassa won the Best Clearing House in the MENA Region award by
the Arab Federation of Capital Markets (AFCM); Announces acceptance
of non-cash collateral in cash market.

Mugassa became the first Saudi Arabian member of the International
Swaps and Derivatives Association (ISDA); Advanced its multi-asset
clearing engine to support seamless clearing for equities, bonds,
Sukuk, Repo, exchange-traded derivatives and OTC derivatives; Smooth
execution of Saudi Aramco’s fully market offer, clearing transactions
valued at SAR 42.1 billion.

2024 - SOME KEY NUMBERS

SAR
1,574
bn
Value of Cleared Value of products Single stock options MT 30 Index Futures
Products in cleared in cash contracts cleared contracts cleared
derivatives segment segment

Source: Saudi Tadawul
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KUWAIT CLEARING COMPANY «s.c

Kuwait Clearing Company is the central clearing
and settlement agent for the Kuwait Stock
Exchange. It is also known as Magasa and provides
services mainly to the Boursa Kuwait, brokers,
investors, mutual funds, issuing companies,
investment firms, banks, foreign clearing and
depository entities. As the primary clearing house
of the Kuwait market, KCC seeks to transform
Kuwait's post trade and registry infrastructure
into a completely integrated and easily accessible
service. It strives to become operationally efficient
thereby ensuring high levels of investor protection
and reduced cost per transaction.

KCC was established in 1982 as part of resolving the
Souk-Al-Manakh crisis. Following KCC's successful
contribution, it was appointed by the Kuwait Stock
Exchange (KSE) authorities to act as the clearing
and settlement agent for all security transactions
at KSE in the year 1986.

KUWAIT
CLEARING COMPANY

WWW.magasSa.com

A Pillar of

Market Confidence

et
ettt
-'-iﬂ

_-——-
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PREPARING FOR THE CCP LAUNCH

INTERVIEW with
Duaij Raed Al-Saleh,

CEO of Kuwait Clearing Company

LAUNCHING THE CENTRAL
COUNTERPARTY AND RESHAPING THE
POST-TRADE LANDSCAPE

As part of Kuwait's fourth phase of the Market Development Plan, Kuwait Clearing Company (KCC) is
preparing to launch the country’s first Central Counterparty (CCP) in early 2025. This initiative represents a
transformational leap in Kuwait'’s financial infrastructure, with far-reaching impacts on market stability, risk

management, and product innovation.

WHAT IS A CENTRAL COUNTERPARTY?

A central counterparty (CCP) interposes itself
between buyers and sellers in financial markets,
becoming the buyer to every seller and the

seller to every buyer. This process, known as
novation, reduces counterparty credit risk and
enhances investor confidence. Unlike a traditional
clearinghouse, a CCP assumes direct exposure to
trades, making it a key risk mitigator in the financial
ecosystem.

Key protections provided by a CCP include:

@®© Adefault fund created from its own capital

@® A general default fund contributed by clearing
members

® A corporate guarantee from the CCP's parent
entity

® Adequate capitalization and strict margining

requirements

In addition to collecting initial and variation margins,
CCPs perform trade netting to improve liquidity and
accelerate the clearing process—driving market
efficiency.

JUNE 2025

KUWAIT’S STRATEGIC LEAP FORWARD

Kuwait Clearing Company is at the forefront of this
transition. As part of its structural reform, KCC is
establishing two specialized legal entities:

® Kuwait Clearing House (KCH), which will serve
as the licensed CCP and manage centralized
clearing and market risk

® Kuwait Central Securities Depository (KCSD),
which will handle custody and safekeeping
operations  independently

This separation aligns with international best
practices, ensuring clear operational and risk
boundaries between clearing and depository
functions.

ROBUST MARKET READINESS AND
TESTING

Since 2022, KCC—working in partnership with the
Capital Markets Authority (CMA) and Boursa Kuwait—
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has conducted 31 full-scale market-wide tests. These
simulations involved all critical market stakeholders
including brokers, custodians, banks, the Central
Bank of Kuwait, and investment companies. The
aim was to validate technical readiness and ensure
seamless operational integration for the CCP’s
launch.

MANAGINGRISK:THEWATERFALL MODEL

Upon go-live, KCH will adopt a globally recognized
risk waterfall model. This framework includes margin
requirements, a general default fund estimated
at USD 82 million (including KCH's contribution),
and additional layers of protection. The structure
is designed to absorb potential market shocks and
reinforce systemic stability.

LAYING THE GROUNDWORK
DERIVATIVES MARKETS

FOR

This transformational phase is not only a reform of
current market structures—it is a forward-looking
foundation for Kuwait's next major milestone:
the introduction of a derivatives market. Over the
coming two years, infrastructure and regulatory
framewaorks will be developed to support products
such as futures and options, further enhancing
Kuwait's position as a competitive and diversified
financial market.

The launch of the CCP coupled with structural
reforms and cross-market cooperation, marks a
pivotal advancement in Kuwait’s financial landscape.
Through innovation, rigorous risk controls, and
alignment with international standards, KCC is
enabling a more resilient, efficient, and globally
integrated capital market.

WHAT’S NEXT?
THE ROAD AHEAD FOR CLEARING
CORPORATIONS

As markets continue to evolve and adapt themselves
to technology, sustainability and regulatory
challenges, clearing houses ought to upgrade their
game to stay relevant. With markets becoming
increasingly integrated, a more seamless trading
experience becomes a pivotal expectation that the
investors look forward to.

Clearing corporations are undertaking sustainability
measures such as reducing energy consumption,
installation of onsite solar power generators,
dematerlization of securities as means to lower
carbon di oxide emission associated with the
securities etc.

History outlines the fact that efficient clearing and
settlement system ensures that a market can operate
smoothly, making the clearing corporations the
silent guardians of the financial markets. This gives
the clearing corporations a huge responsibility of
fast tracking the clearing process while minimizing
errors. Adoption of technology is the key to reducing
slip-ups and speeding up the process. It also lowers
the time consumed, enabling the clearing houses
to expand their offerings. LSEG had entered into a
strategic partnership with Microsoft to architect
its data infrastructure with the Microsoft Cloud
providing scalability, cost-savings and flexibility."?
Mugassa successfully participated in the Cyber
Resilience Exercise (CRE), improving its readiness to
address potential cyber threats. Using cloud-based
solutions could enable KCC to reduce infrastructure
costs, enhance collaboration with  market
participants and improve its data management.

12 Microsoft
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Ambitious Plans for

The Kuwait Clearing Company

A TALK with

Hamad Al Qatami, Director of Kuwait Clearing Company

As part of its Market Development Plan, Kuwait
Clearing Company is likely to launch the new
Central Clearing Counterparty (CCP) by the
second quarter of 2025. How will this impact the
Kuwait capital market and its investors? What are
the long-term benefits that market participants
can derive post-launch?

The launch of the Central Clearing Counterparty
(CCP) by Kuwait Clearing Company in the second
quarter of 2025 is a transformative step for the
Kuwaiti capital market. It reflects our commitment
to building a more robust, transparent, and investor
friendly ecosystem that aligns with international
best practices.

From an immediate standpoint, the CCP enhances
market integrity by mitigating counterparty risk.

JUNE 2025

It acts as an intermediary between buyers and
sellers in securities transactions, guaranteeing the
performance of each side. This increases market
confidence, especially for institutional investors and
paves the way for higher liquidity, more efficient
settlement, and reduced systemic risk.

For investors, the CCP introduces more excellent
protection and operational efficiency. It also creates
a foundation for more sophisticated products, such
as derivatives, securities lending, and borrowing,
and eventually a broader range of investment
instruments.

In the long term, this move strengthens Kuwait's
position as a regional financial hub. It opens doors
for deeper foreign investor participation, supports
future inclusion in global indices, and ultimately
contributes to the diversification of the national
economy under the Vision 2035 strategy.

Formarket participants,the CCPenablesbettercapital
optimization, standardization of risk management,
and access to new business opportunities—making
it a win for the entire financial ecosystem.

As KCC evolves into a multi-product/service
rendering entity, what products or services are
being considered to meet the changing needs of
the market participants?

We remain committed to delivering market
infrastructure solutions that are forward-thinking,
efficient and aligned with global best practices.
Over the past years, we have introduced several key
services that directly address the needs of market
participants, including multiple forms of Securities
Lending and Borrowing (SLB) and the Custodian
Trade Rejection facility—both of which enhance
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flexibility, risk control, and efficiency.

Looking ahead, we are working on launching multi-
currency settlements for fixed-income instruments,
which will support broader participation from
international investors and increase liquidity in that
segment. Additionally, we are preparing for the
introduction of derivatives—starting with futures
and options—as part of our next phase of market
development. Importantly, in close collaboration
with Boursa Kuwait and the Capital Markets
Authority (CMA), we are also preparing to introduce
two significant financial instruments to the market:
Exchange-Traded Funds (ETFs) and the fixed-income
market. These developments will provide investors
with new tools for portfolio diversification and risk
management, while also deepening and broadening
the Kuwaiti capital market.

Our broader Market Development Project has
significantly transformed key infrastructure elements
such as settlement mechanisms, corporate actions,
and SLB, with a clear emphasis on risk management
and foreign investor access. We've also introduced
innovative tools like omnibus accounts, the Account
of Consolidated Mechanism (ACM), and enhanced
depository access for custodians all designed to
streamline processes, reduce operational friction,
and enable scalability.

In parallel, we're enhancing collateral and risk
management frameworks in preparation for the
Central Counterparty (CCP) launch, incorporating
best practices such as the risk waterfall concept
to ensure market resilience. These developments
are not just isolated upgrades they're part of
a comprehensive roadmap toward building a
dynamic, globally integrated capital market in line
with Kuwait Vision 2035.

Ultimately, our goal is to be more than a service
provider; we aim to be a strategic enabler for
Kuwait's capital market, fostering innovation,
financial stability, and sustainable growth for all
market participants.

With the global markets rapidly evolving and
adapting to technology to automate the clearing
process with the help of Al and blockchain as in
distributed ledger technology, what initiatives is

KCC taking to remain secure and competitive at
global standards?

At Kuwait Clearing Company we recognize that
staying competitive in today's global financial
landscape requires not only innovation but also the
strategic adoption of emerging technologies such
as Artificial Intelligence (Al) and Distributed Ledger
Technology (DLT), including blockchain. While we
maintain a strong foundation built on operational
excellence and robust risk management, we are also
actively exploring how these advanced technologies
can enhance the efficiency, transparency, and
security of our market infrastructure.

Security and operational resilience remain our
top priorities. As part of our digital transformation
roadmap, we are investing in advanced automation,
smart analytics, and Al-driven monitoring tools
to enhance fraud detection, optimize clearing
workflows, and support predictive risk management.
These capabilities are essential in a high-speed, high-
volume environment like ours.

With regards to blockchain and DLT, we are closely
studying its applications in post-trade processes
such as settlement finality, corporate actions, and
custody services. While we are approaching this
with a measured and regulatory-aligned strategy,
we firmly believe that DLT holds the potential to
bring greater transparency and real-time efficiency
to our ecosystem. Any future implementation will be
done in close collaboration with regulators, market
participants, and technology partners to ensure
full integration with our existing infrastructure and
compliance with global standards.

Additionally, KCC is actively engaging with global
and regional depositories to stay at the forefront of
international trends and best practices. Most recently,
we signedamemorandum of understanding with the
Korea Securities Depository (KSD), which included
knowledge exchange sessions focused on the latest
advancements in post-trade services, clearing, and
settlement technologies. Collaborations like this
not only enrich our internal capabilities but also
strengthen our strategic position in the global
financial network.

Our ongoing market development plan is already
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anchored in international best practices, from
adopting global messaging standards (such as
SWIFT) to restructuring our clearing and settlement
operations through the launch of the Central
Counterparty (CCP) and the establishment of
specialized entities like KCH and KCSD. These
structural shifts are designed to ensure we are
future-ready and adaptable to next-generation
technologies.

In short, our strategy is clear: embrace innovation
thoughtfully, invest in secure and scalable
infrastructure, and  continuously  benchmark
ourselves against leading international markets.
This approach ensures KCC remains a key driver in
shaping a technologically advanced and globally
competitive Kuwaiti capital market.

For the first time in Kuwait, a new service rolled
out by KFH in collaboration with KCC enables
customers to easily transfer funds from their
account to their trading account at KCC via the
KFHOnline App within a single working day. How
has this strategic move impacted the clearing and
settlement process of KCC, and do you think more
banks would follow this trail?

This new service represents a major leap forward
in streamlining the payment process for trading
activities. Direct clients can transfer funds from their
bank account directly to their trading account at KCC
via the bank App, eliminating the traditional need to
submit payment advice or proof to brokerage firms
or KCC.

To clarify how this service works, all payment
instructions made by bank clients for trading
purposes are consolidated into a single electronic
file and processed collectively in one go. This not
only improves efficiency and reduces manual
intervention, but also enhances the speed and
accuracy of the settlement process. It's a major
step forward in operational automation and client
convenience.

We've already extended this service to include the
National Bank of Kuwait (NBK), and we are actively
working with other banks to implement similar
integrations. We fully expect more banks to follow
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this trail, as the benefits to both clients and market
infrastructure are clear and measurable.

Itisalsoimportant to note that this service will remain
fully functional and relevant after the launch of the
Central Counterparty (CCP) and the introduction
of the new cash settlement mechanism. It will
continue to support settlements in the Over-the-
Counter (OTC) market, which deals with unlisted
securities, ensuring a seamless and secure payment
experience across market segments.

KCCjoined the Real Time Gross Settlement System
(KASSIP), and how has it affected the operational
efficiency and security of financial transactions
since then?

Joining the Real Time Gross Settlement System
(KASSIP) represents a significant milestone in KCC's
journey toward modernizing and securing the cash
settlement process. This integration is a core part of
our broader market development plan and aligns
with international best practices by leveraging the
Central Bank of Kuwait's infrastructure for settlement.

By utilizing the RTGS system, financial transactions
are now settled in real-time through central
bank accounts, which greatly enhances both the
operational efficiency and security of the settlement
process. It reduces settlement risk and ensures
finality of payment—key requirements for a stable
and trustworthy financial market.

This integration lays the groundwork for the launch
of the Central Counterparty (CCP), where KCC will
introduce the new payment window mechanism
for trade settlements. The use of RTGS through the
Central Bank will be a critical phase of this new
settlement model, ensuring that all cash settlements
are processed in a secure, transparent, and time-
sensitive manner.

Overall, joining KASSIP strengthens our position as
a market infrastructure provider operating at global
standards while also reinforcing investor confidence
by delivering a higher level of protection and
efficiency in cash transactions.
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Crisis Resol\éd

SOUK AL-MANAKH CRASH
AND HOW KCC STEERED
KUWAIT CLEAR

fter an increase in oil prices in the 1970s, the

Kuwaiti economy flourished. Between 1978 and
1981, Kuwait had 2 stock markets — one was the
conservatively regulated ‘official’ stock market, while
the other was the unregulated ‘Souk Al-Manakh’ The
amount of active capital traded in Kuwait's stock
markets exceeded that of every country with the
exception of the United States and Japan."

The story begins in 1978, when traders met informally
in a small garage in Kuwait, known as the ‘Souk Al-
Manakh' Traders met at the Souk and traded stocks that
were not covered by the strict regulatory requirements
of the official stock market. By 1981, around 40 foreign
stocks were traded on the Souk. The Souk was viewed
as a place where economic innovation could occur
due to the lack of strict regulation. However, banks
were strictly prohibited from trading on the Souk and
lending for the purpose of trading on it. Issues on
the Boursa were not to compete with the issues on
the Souks as the Souk was allowed to trade only on
the stocks that capitalized offshore firms and not the
domestic ones.

Since the banks were forbidden from financing
activities for the Souk, the traders developed a
method of postdating cheques. As a result, most
of the transactions that occurred in the Souk were
forward contracts. Post dated cheques are cheques
with a future date written on them, so the payer would
usually want the payee to wait until that date to cash
the cheque. In 1982, oil prices declined and shares
prices also fell. The trigger for the crash occurred
after a few traders presented discounted postdated
checks to indebted traders for cash which the trader
could not pay. Authorities subsequently announced
that there would be no government support for the
postdated checks of the Souk al-Manakh.' This led to
chaos and instant market crash. As the share prices fell,
so did people’s confidence in the Souk.

3 Federal Reserve Bank of Cleveland
" Souk Al-Manakh Crash, Ben Craig
> Kuwait Times Newspaper

The total unpaid debt was around 5 times greater
than the Kuwait’s GDP at that time, touching KD 29
billion." While banks were strictly prohibited from
lending for the purpose of trading in the souk, it still
got involved in the crisis as it had accepted post-
dated cheques as collaterals for loans. This called
for government intervention, which had to step in
to absorb the losses. The Kuwait Clearing Company
(KCO) was established for payment of overdue
cheques. The clearinghouse company received
29,000 postdated checks worth about USD 94
billion. KCC played a key role in resolving issues
related to the crisis, working in close cooperation
with many financial and governmental institutions.

A year later, an Amiri Decree was issued to officially
establish the Kuwait Stock Exchange (KSE) on
14th August 1983, as an independent financial
institution, supervised by an executive committee.
After the successfully resolving the biggest crisis
that befell on the Kuwaiti markets, KCC continues
to play an integral role in Kuwait's capital markets.
By complying with the regulations and standards,
the Kuwait Clearing Company instills confidence
about the market in investors.
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KCC AT A GLANCE

KCC’S ROLE IN KUWAIT’S CAPITAL MARKET

Clear and Settle Transactions In Boursa Kuwait
Providing Central Depository services @
Securities Lending and Borrowing

Broker

KCC’S MEMBER CATEGORIES:

Formulating Regulatory Framework T
Colloboration with Financial Institutions
Creating Public Awareness and Education

Investment Portfolio Manager

Custodian
Market Makers

Issuers or Investment Funds in which the
respective registrar is with KCC

KCC’S POWERS

Powers to make rules
Repeal or change rules
Discretionary Powers
Interpret the rules

es and
The Way Forward for KCC

Opporti

he Government’s New Kuwait 2035 initiative
seeks to position Kuwait as a financial and trade
hub both regionally and internationally.

According to EFG Hermes, Kuwait has a potential to
emerge as an attractive market in 2025 driven by the
government's economic reforms.'® With the public
debtlaw passed recently, the long-awaited mortgage
law is also reportedly nearing closure. While Kuwait
has been seeing uptick in non-oil economic activity,
with the unwinding of OPEC+ production cuts, oil
GDP is also likely to improve in 2025. JP Morgan
Chase has recently reclassified Kuwait's bonds from
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: ‘

emerging markets to developed markets, indicating
the country’s financial stability. In this backdrop,
the increase in investor activity as indicated by the
improved trading volumes in Q1 2025 is likely to
continue. In particular, Kuwait also saw a surge in
foreign investments which touched KD 222.4 million
in 2024."” In Q1 2025, foreign investors had been net
buyers to the tune of KD 199.6 million, up from KD
111.8in Q1 2024.This increase in investor confidence
in Kuwaiti market, coupled with theimminentlaunch
of CCP and plans to launch products such as bonds,
sukuk and ETFs by the Boursa Kuwait supports a
positive outlook for KCC.

*Times Kuwait, '” Zawya
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Opportunities for KCC

/|

----------- - Advanced Regulatory Standards

o Integration of Technology

o Increased Trading Volume

A knowledge economy encourages
entrepreneurship, innovation and startups which
could lead to an increased trading volume in the
market. The New Kuwait 2035 vision seeks to make
Kuwait exactly this - a knowledge economy. This
ensures that there is seamless access to information
and investors get to make informed decisions. With
approximately 40% of the Kuwaiti population being
less than 30 years of age, the number of people
entering the market is likely to increase, translating
to higher trading volume, and increased revenue for
clearing operations.

o |Informed Investors

As the country gears working towards‘Smart Kuwait,
it provides KCC with an opportunity to integrate
various technologies into their operating model
to make it more efficient, in line with the national
development plan. Adoption of fintech presents KCC
with a chance to upgrade its regulatory standards
and best practices to reflect the advancement of
the country in technology. For instance, KCC tied up
with KFH in February 2025 to enable customers to
easily transfer funds from their bank account to their
trading account within a single working day.
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24-HOUR TRADING AND WHAT IT MEANS FOR

CLEARING HOUSES

Recently Nasdag shook the realm of trading by
announcing that it is extending the trading
window to 23 hours, 5 days a week — which is almost
afull day! The initial proposal was submitted by NYSE
ARCA to SEC to extend the after-hours ETF trading
on 25th October 2024. On 28th November 2024, the
24X National exchange startup was approved by

More trades to clear ?@,L .

B CcLEARING [ -
Additional staff to cover shifts @5@ 2 HOUSES s -orr;é?;?i%rt\gln:i:?rt\::c‘ilv
N\

As the world shifts to a more sustainable future,
clearing houses too are bound to transition to
sustainable practices. Focusing green finance and
sustainability driven financial instruments go a
long way in supporting the global switch to a more
responsible investment. Digitalization also helps
clearing houses to reduce their carbon footprint.
While a major aspect of sustainability is all about the
environment, that is not all. It also deals with social
responsibility and governance that the clearing
corporations ought to uphold proactively to prevent
fraudulent activities in the markets as its gatekeepers.
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the SEC.'® Nasdagq is also trying to bring a 24-hour
trading window by the second half of 2026.”° In
line, Depository Trust and Clearing Corporation also
plans to offer 24-hour clearing to support extended
U.S. equities trading in Q2 2026.

e &’?ﬂ Technological Upgrades

Collaboration between the regulators, fintech
innovators and parties to a transaction will shape
the next generation of clearing corporations, in
the upcoming years. The journey ahead for the
clearing corporations is all about transformation and
adherence to the best practices. With more players
entering the financial markets, the role of these
clearing corporationsis pivotal for a seamless trading
experience. Maintaining trust and stability will
emerge as the backbone of the financial ecosystem.

'8 Capco - US Extended Trading Hours
924x5 Trading Announcement | Nasdaq
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INTERVIEW wiith
Ahmad S. Al-Qaoud,

Director | Custody Department
Kuwait Clearing Company

With major economies shifting to the ‘T+1’
settlement formula, do you see Kuwait on track to
speed up its settlement process and how would
that impact custodians?

We trust that CMA is leading the innovation of the
market towards the best practices in association with
KCC and Boursa Kuwait. That said, we believe that
CMA is monitoring and studying the impacts of the
shift to'T+1"and in accordance might chose to move
to the new settlement cycle. We at KCC are closely
working with our colleagues in CMA and Boursa
Kuwait to make sure that the market is ready for any
future transformations technically and awareness
wise. And for sure such a transformation will have an
impact on custodians from the prospective of having
faster transaction processing, reduced counterparty
risk and enhanced liquidity management.

How is KCC enhancing its custody services and
what innovations could the market participants
expect in the upcoming years?

Moving toward digitalization and technology is one
Moving toward digitalization and technology is one
of core goals in KCC. We always try to enhance and
innovate our services to expand the reach and to
allow market participants to be able to maximize
their time management by eliminating the time to
visit us. We have launched our enhanced Magasa
online website and application last year in which we
have added multiple services that in the past was
not possible unless you personally visit our premises.
We have also launched our enhance issuer website
in which also new services have been introduced
to issuers to eliminate the need to use emails and
official letters. In parallel to that, a new online
service has been introduced to portfolio managers

to empower them to apply and follow up on the
transfer requests from and to their portfolios.

More importantly, eAGM system have been
enhanced and updated. This system was introduced
during COVID break to allow shareholders to attend
AGMs remotely and have been greatly enhanced
with the help of CMA. We are actively investing in
technology to keep modernizing our services and
studying the application of the latest technologies
including blockchain for secure record-keeping and
Al-driven systems and analytics for risk management.
Furthermore, our strategic roadmap includes
partnerships with global custodians to align our
practices with international standards.

JPMorgan recently reclassified Kuwait and Qatar
as developed markets meaning they will no longer
be part of the Emerging Markets Bond Index. How
does this impact KCC?

JPMorgan'’s reclassification of Kuwait as a developed
market underscores the country’s progress in
achieving financial and regulatory maturity. For
KCC, this shift presents both opportunities and
challenges. On one hand, the move is likely to attract
more sophisticated institutional investors seeking
exposure to stable, well-requlated markets, thereby
increasing demand for our custody and settlement
services. This influx of capital may also elevate
market liquidity and deepen investor participation.

On the other hand, the expectations of developed
market investors are markedly higher in terms of
transparency, riskmanagement,and compliance.KCC
is proactively preparing to meet these heightened
expectations by enhancing reporting frameworks,
integrating advanced risk management tools, and
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upgrading our custody systems to align with global
best practices. Additionally, we anticipate a greater
focus on ESG (Environmental, Social, Governance)
reporting and sustainable finance initiatives, which
will further influence our service offerings and
investor relations strategies.

Boursa Kuwait recently approved the distribution
of KD 16 million as cash dividends for the year 2024
at its Annual General Assembly. To what extent
could the increased market liquidity and trading
volumes influence this decision. Is there a direct
correlation between increased market activity and
dividend payout?

Dividend distribution is generally influenced by
the issuer’s financial performance and profitability
throughout the fiscal year. However, increased
market liquidity and higher trading volumes can
indirectly contribute to the decision. Enhanced
liquidity often signals heightened investor
confidence and market stability, potentially leading
to stronger financial outcomes for listed companies.
As these companies record higher profits, they
are more likely to declare substantial dividends.
Additionally, increased trading volumes can reflect
more active investor participation, which can further
stimulate cash flow and boost earnings, creating a
more favorable environment for dividend payouts.
Thus, while the primary driver remains the financial
performance, market dynamics such as liquidity

Conclusion

Stock exchanges serve as a medium for market
participants to execute a transaction. The clearing
corporations serve as entities that complete a
transaction in the stock exchange. For this reason,
clearing corporations are as important as the stock
exchanges as they help settle transactions smoothly,
which is the very essence of securities trade. Clearing
corporations weave stability into the markets,
instilling confidence amongst the participants by
reducing the risk involved.

Operating in a dynamic environment, it is crucial for
clearing corporations to swiftly adapt to changes,
all the while continuing to expect the unexpected.
To maintain market stability, clearing houses are
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and trading volumes can play a supporting role in
reinforcing dividend distribution decisions.

New Kuwait 2035 lays special emphasis on
digitalization of the economy. How is KCC aligning
its operations in line with this initiative and
leveraging technology?

KCC is actively aligning its strategic direction
with Kuwait's Vision 2035 by embedding digital
transformation across its operations. We have
implemented a range of online services to
streamline interactions with shareholders, issuers,
portfolio managers, and custodians. These digital
services include e-voting systems, online portfolio
management, and real-time transaction tracking,
enhancing operational transparency and efficiency.

Additionally, we are investing in cloud-based
platforms to ensure scalability and data integrity,
while robust cybersecurity measures are being
reinforced to protect against emerging threats.
Furthermore, our digital initiatives are not limited
to front-end services; we are also optimizing back-
office operations through automated reconciliation
systems, data analytics, and artificial intelligence
to reduce manual intervention and minimize
operational risk. These efforts are all geared toward
enhancing client experiences and supporting the
broader objective of positioning Kuwait as a regional
financial hub under the 2035 vision.

tasked with constantly identifying potential risks
and developing strategies to mitigate these risks to
improve their risk management efficiency. To retain
trust, clearing houses have to evolve with the market.

The rise of digital era enables clearing houses
to achieve dual objectives of becoming more
efficient and sustainable. Automation and efficient
data management allows clearing houses to
streamline the clearing process. However, despite
the advantages offered by technology, it still
presents a risk of its own — data theft. Clearing
houses are therefore entrusted with a pivotal task of
safeguarding the financial integrity of markets in the
ever-evolving  world.
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UIC CONDUCTS SEMINAR ON
Global and Regional Market Outlook and

Key Risks for 2025

Keynote Speaker

Ul held a seminar on “Global and Regional

Market Outlook and Key Risks for 2025"
on February 18, 2025. M.R. Raghu, CFA, FRM, FCMA,
CEO of Marmore MENA Intelligence was the
keynote speaker. Marmore MENA Intelligence is
the consulting and research subsidiary of Kuwait
Financial Centre “Markaz".

Mr. Raghu started the seminar by giving a big picture
view of global and GCC economies, highlighting
growth and inflation forecasts. He touched upon
some notable geopolitical eventsinthe MENA region.
The impact of unforeseen events on the S&P 500
was also illustrated to highlight the unpredictability
of black swan events. This element of uncertainty
served to highlight the critical importance of risk
assessment and mitigation strategies.

Looking into 2025, potential risks were broadly
categorized into two - those associated with
Trump taking office as President of U.S. in 2025 and
other distinct factors. Uncertainties surrounding
Trump's second term as US President included
the implications of tariffs and a possible trade war,
persistent inflationary pressures, fluctuations in
Dollar valuation, market volatility, and the dynamics
of oil prices.

Mr. Raghu addressed the subject of U.S. tariffs, noting
their targeted application towards nations exhibiting
significant trade deficits with the United States. While
acknowledging that current tariff rates are below the
initial campaign proposals, the inherent challenges
and mutual disadvantages posed by tariffs to both
the U.S. and its trading partners were recognized.

Two theories were proposed regarding the strategic
rationale underpinning tariff levies. The first theory
suggested that tariffs are being employed as a

M. R. Raghu (CFA, FRM, FCMA)
CEO of Marmore MENA Intelligence

bargaining
tool. The 30-
day  reprieve
granted to
Mexico and
Canada  from
the 25% tariffs
on their exports
to the US. was
cited, with the
stated objective being to encourage greater effortsin
addressing the flows of fentanyl and undocumented
migrants. The second theory suggests utilization
of tariffs to secure concessions and facilitate a
realignment of currency markets. The inherent
paradox of American economic strength, wherein
its dominant currency can inadvertently create
structural trade deficits by maintaining an artificially
high valuation and reducing the competitiveness of
U.S. goods abroad, was discussed. It was proposed
that a phasedimplementation of tariffs, coupled with
targeted currency interventions, could theoretically
aid in recalibrating the global trade landscape for
the United States.

Despite the possible recalibration of the trade
landscape, Mr. Raghu suggested that potential
policy shifts in the United States could lead to a
resurgence of domestic inflation. This development
may necessitate a sustained high-interest rate
environment by the US. Federal Reserve (Fed).
Consequently, a strengthening of the US.
Dollar and a depreciation of emerging market
currencies are anticipated. U.S. equity markets are
projected to experience continued volatility, with
sectoral rotations influenced by sensitivities to
tariff implications. Downward pressure on other
international equity markets may also materialize.
Furthermore, expectations of sustained high U.S. oil
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production under current policy directions could
present headwinds for the economies and financial
markets of the GCC member states.

Mr. Raghu also highlighted other distinct factors of
risk, including elevated equity valuations, the current
enthusiasm surrounding artificial intelligence (Al),
private equity divestments, the implications of Fed
policy decisions, and the perceived role of gold and
bitcoin as stores of value in an uncertain economic
climate. He observed that current valuations in
U.S. markets are at a premium compared to both
international peers and historical averages. While
corporate earnings demonstrated strength in the
fourth quarter of 2024, the sustainability of these
valuations may be challenged should economic
growth moderate. Ongoing monitoring of these
dynamics was advised to ascertain whether price
corrections occur or if robust growth persists.

The intensifying competition between U.S.and China
forleadershipin Alanother key point of discussion. Al
has evolved into a capital-intensive sector, attracting
significant  investment from corporations and
investors. The emergence of new technologies, such
as Deepseek, is anticipated, reflecting the inherently
disruptive nature of technological advancement.
Ultimately, the long-term viability of enterprises
within this sector will depend on the robustness of
their underlying business models.

JUNE 2025

Current market sentiment appears to operate under
the assumption of a flawless execution of the interest
rate cycle by the Fed. However, the presentation

underscored  historical instances where the
subsequent economic realities have deviated from
Fed's initial assessments. Any significant divergence
from the current anticipated trajectory could trigger
heightened market volatility.

According to Mr. Raghu, the strong performance
of bitcoin and gold in 2024 also merited a closer
look. He opined that gold’s long-term performance
characteristics, and its volatility raised questions on
its consideration as a safe-haven asset.

Mr. Raghu shared his outlook for GCC markets in
2025. Based on the assessment of markets with
respect to four key pillars - economic growth,
valuation, earnings growth and liquidity — Saudi
Arabia and Abu Dhabi market performance in 2025
is expected to be neutral while Dubai and Kuwait
markets’ outlook in 2025 is expected to be positive.
Mr. Raghu concluded the session, emphasizing that
sustained earnings growth will be essential over the
longer term to support prevailing valuations and
attractincreased participation from foreign investors.
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