Deputy Governor
No. 333/BC/200
Data: 22 Shaban, 1413H

Circular to All Banks
Operating in The Kingdom

Greetings,

SAMA has noticed lately that banks are
expanding credit facilities to facilities
subscription in offered shares.

Since this expansion is not justified and
simply diverts the attention of banks away
from giving credit facilities to other economic
sectors, and for the purpose of checking the
negative aspects of this expansion, banks that
are engaged in financing subscriptions in
shares should follow a clear and cautions
policy in granting such facilities and should
take adequate guarantee for the financing
operation. It should also be taken into
consideration that the funds of the subscriber
should be the basic source for this financing
operation and that the bank financing is simply
a complementary factor.

Since the subscription surplus, if any, has
to be reimbursed through checks to the first
beneficiary, the lending bank for this purpose
must cautiously verify the name, identity and
credibility of the client. As a guiding rule, the
maximum of such kind of financing should be
in the neighborhood of 50% of the amount to
be subscribed in all cases.

Please be informed and branches to act
accordingly. SAMA's examiners shall visit the

banks to verify compliance.

Regards,

Deputy Governor

J. Al-Suhaimi
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