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Abstract 

This study examines the role of corporate governance (CG) in enhancing the financial efficiency of the Saudi Capital 

Market (Tadawul) between 2020 and 2025ma period characterized by global "polycrisies," including the COVID-19 

pandemic and surging global inflation. Adopting a descriptive-analytical approach combined with time-series statistical 

analysis (Pearson Correlation and Simple Linear Regression), the study utilizes Agency Theory and Signaling Theory as its 

theoretical framework. The results indicate that CG acted as a fundamental driver for institutional growth and market 

resilience. Statistical findings revealed a strong positive correlation (r=0.915) between governance compliance and market 

deepening. Regression analysis confirmed that CG compliance explains 70.9% of the variance in market liquidity (R²). The 

study concludes that legislative stability and "Agile Governance" attracted significant institutional foreign investments, 

reaching 4.15%, thereby reflecting high operational and pricing efficiency despite global economic headwinds. Corporate 

governance frameworks successfully maintained high operational and pricing efficiency in Tadawul despite severe global 

economic headwinds. The findings suggest that regulators should transition from voluntary to mandatory ESG reporting 

and continuously adapt governance frameworks for the Parallel Market (Nomu) to sustain foreign capital influx and market 

deepening. 
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1. Introduction 

Corporate governance (CG) has emerged as a fundamental pillar for ensuring the stability and efficiency of financial 

markets worldwide. It serves as a regulatory framework that mitigates conflicts of interest between management and 

shareholders, thereby reducing information asymmetry and enhancing investor confidence [1, 2]. In the context of 

emerging markets, the Saudi Capital Market (Tadawul) represents a significant case study, especially following its 

inclusion in major global indices like MSCI and FTSE Russell. This transition was fueled by the strategic objectives of 

"Saudi Vision 2030," which aims to transform the Kingdom into a global investment powerhouse by enhancing 

transparency and protecting minority shareholders' rights [3]. 

The financial efficiency of a market—both in its operational and pricing dimensions—is deeply intertwined with the 

quality of governance practices. According to Agency Theory, robust CG mechanisms reduce agency costs, ensuring that 

capital is allocated efficiently [4]. Furthermore, Signaling Theory suggests that high-quality governance acts as a positive 

signal to international institutional investors, indicating a lower risk environment [5]. However, the period between 2020 

and 2025 has presented unprecedented challenges for global markets. The dual impact of the COVID-19 pandemic and 

subsequent global inflationary pressures tested the resilience of even the most developed financial systems. 

In Saudi Arabia, the Capital Market Authority (CMA) responded to these crises by updating the Corporate Governance 

Regulations to ensure market continuity and efficiency. While previous literature has extensively covered the impact of 

governance on firm performance in stable periods, there is a scarcity of research that examines its role during compounded 

crises (2020–2025). This study aims to fill this gap by analyzing how CG mechanisms contributed to maintaining the 

efficiency of Tadawul amidst global economic volatility. By evaluating indicators such as market deepening, the number of 

listed companies, and the influx of foreign institutional investment, this research provides a comprehensive assessment of 

the Saudi regulatory response and its alignment with international best practices. 

 

1.1. Research Problem 

Despite the ambitious reforms under "Saudi Vision 2030" and the rapid expansion of the Saudi Capital Market 

(Tadawul) to over 330 listed companies, the market has operated within an exceptionally volatile global environment 

between 2020 and 2025 [3, 6]. This period was marked by a "dual-shock" scenario: the systemic disruption caused by the 

COVID-19 pandemic and the subsequent global inflationary pressures accompanied by aggressive interest rate hikes. 

Financial efficiency in modern capital markets is categorized into informational efficiency and operational efficiency. 

Recent literature suggests that despite global volatility, the integration of robust governance frameworks enhances the 

speed at which prices reflect intrinsic value [7]. 

While the Capital Market Authority (CMA) has enforced stringent Corporate Governance (CG) codes to enhance 

market integrity, a critical question arises regarding the functional effectiveness of these regulations during compounded 

crises. There is a potential "decoupling" between regulatory compliance and actual financial efficiency. Specifically, it 

remains unclear whether robust governance mechanisms—such as board independence and disclosure transparency—have 

effectively mitigated information asymmetry and maintained "Pricing Efficiency" and "Operational Efficiency" amidst 

global economic instability. 

Furthermore, while the market successfully attracted 4.15% in institutional foreign investment, the extent to which this 

influx was a direct result of governance quality versus other macroeconomic factors remains under-explored. Therefore, 

this study seeks to address this gap by investigating the causal link between corporate governance frameworks and the 

financial efficiency of Tadawul during this era of global uncertainty. 

 

1.2. Research Hypotheses 

• H1 (The Governance-Efficiency Link): There is a statistically significant positive relationship between the quality of 

Corporate Governance (CG) practices and the Financial Efficiency (both Pricing and Operational) of the Saudi 

Capital Market (Tadawul). 

• H2 (The Resilience Hypothesis): Robust Corporate Governance mechanisms significantly moderated the negative 

impact of global inflationary pressures and interest rate volatility on the market performance of listed firms between 

2020 and 2025. 

• H3 (The Signaling Hypothesis): High levels of disclosure and transparency standards in the Saudi market are 

positively associated with the increase in Institutional Foreign Investment (reaching 4.15%), thereby enhancing 

market informational efficiency. 

• H4 (The Market Deepening Hypothesis): The adoption of "Agile Governance" frameworks for both the Main Market 

(TASI) and the Parallel Market (Nomu) has a significant positive effect on "Market Deepening" (surpassing 330 

companies), leading to reduced individual stock volatility. 

 

2. Theoretical Foundations 
The relationship between corporate governance (CG) and the financial efficiency of capital markets is anchored in 

several seminal economic theories. 
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2.1. Agency Theory  

As pioneered by Bendickson, et al. [4]. Agency Theory posits that the separation of ownership and control creates 

inherent conflicts of interest between principals and agents. In the context of the Saudi market, robust CG mechanisms act 

as monitoring tools that minimize agency costs, thereby enhancing operational efficiency. 

 

2.2. Signaling Theory 

According to Yeh [5] the modern signaling perspective, high-quality governance practices act as a positive signal to 

international institutional investors, reducing information asymmetry and indicating a lower risk environment. 

 

2.3. Institutional Theory 

Institutional theory suggests that organizations and markets conform to regulatory pressures to gain legitimacy. In the 

modern era, the adoption of global governance standards is essential for markets to integrate into the global financial 

system and attract institutional capital [8]. This is clearly reflected in Tadawul’s commitment to the latest international 

benchmarks [9]. The Saudi Capital Market Authority’s (CMA) mandates during the "Vision 2030" era exemplify this 

transformation to align with global benchmarks like MSCI and FTSE Russell. 

 

2.4. Historical Development of the Saudi Capital Market (Tadawul) 

The evolution of the Saudi Capital Market is a journey from an informal brokerage system to one of the top ten largest 

financial markets globally. This development can be categorized into four distinct phases: 

Phase I: The Informal Era (Pre-1984): During this period, share trading was unorganized and conducted through 

informal offices and commercial banks. The lack of a central regulatory body led to high volatility and information 

asymmetry, making the market highly inefficient [10]. 

Phase II: The SAMA Supervision Era (1984–2003): In 1984, the Saudi government established a ministerial 

committee to regulate the market, with the Saudi Arabian Monetary Authority (SAMA) tasked as the primary supervisor. 

This phase introduced the "Electronic Securities Information System" (ESIS) in 1990, which provided a more structured 

trading platform but lacked a comprehensive legal framework for corporate governance. 

Phase III: The Capital Market Authority (CMA) Era (2003–2015): The issuance of the Capital Market Law in 2003 

was a watershed moment. It led to the establishment of the CMA and the formal creation of the Saudi Stock Exchange 

(Tadawul) in 2007. This era marked the first official issuance of the Corporate Governance Regulations in 2006, which 

shifted the market from a speculative environment to a more institutionalized framework [11]. 

Phase IV: Vision 2030 and Market Integration (2016–Present): Following the launch of Saudi Vision 2030, the market 

underwent a structural revolution. A key milestone was the launch of the Parallel Market (Nomu) in 2017 to provide an 

alternative platform for SMEs with flexible governance requirements. During the study period (2020–2025), the market 

demonstrated exceptional maturity. Despite global shocks, the total number of listed entities in both TASI and Nomu 

surpassed 330 companies by the first half of 2024. This expansion was supported by the 'Financial Sector Development 

Program,' which aimed to enhance market depth and transparency, leading to an increase in foreign institutional ownership 

to 4.15%. This phase solidifies Tadawul’s position as the dominant financial hub in the MENA region [6]. 

 

2.5. The Nexus Between Governance and Financial Efficiency (2020–2025) 

In the context of modern financial markets, efficiency is categorized into "Informational Efficiency" (how quickly 

prices reflect information) and "Operational Efficiency" (the cost and speed of transactions). The study argues that during 

the 2020-2025 period, the legislative stability provided by the Saudi CG framework acted as a buffer against global shocks. 

High levels of compliance with governance codes reduced the "risk premium" required by investors, thereby stabilizing the 

market and enhancing pricing efficiency [3]. 

 

2.6. Global Economic Challenges and Market Resilience (2020–2025) 

The period between 2020 and 2025 represents one of the most volatile eras in modern economic history, characterized 

by "polycrisies"—a cluster of related global risks. For the Saudi Capital Market (Tadawul), these challenges tested the 

efficacy of its corporate governance frameworks in maintaining financial stability. 

 

2.6.1. The COVID-19 Pandemic and Oil Price Volatility 

The onset of the COVID-19 pandemic in early 2020 triggered an unprecedented dual shock to the Saudi economy: a 

global health crisis and a collapse in oil prices. As energy markets experienced extreme volatility, the Saudi stock market 

faced potential liquidity drains and panic selling. However, the pre-existing corporate governance (CG) infrastructure 

served as a "shock absorber." Strong disclosure requirements ensured that the impact of the pandemic on corporate cash 

flows was communicated transparently to investors, preventing a total collapse in confidence [12]. During this phase, the 

Capital Market Authority (CMA) introduced "Flexible Governance" measures, such as enabling virtual General Assembly 

meetings, which maintained the continuity of corporate oversight during lockdowns. 

 

2.6.2. Post-Pandemic Global Inflation and Interest Rate Hikes 

As the global economy began to recover in 2021 and 2022, supply chain disruptions led to surging inflation 

worldwide. In response, the U.S. Federal Reserve initiated a series of aggressive interest rate hikes. Due to the Saudi 

Riyal's peg to the U.S. Dollar, the Saudi Central Bank (SAMA) followed suit. This environment created a challenge for 
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listed companies on Tadawul, particularly regarding the cost of debt and capital budgeting. In this context, according to 

modern perspectives on Agency Theory, robust corporate governance mechanisms remain the primary tool to mitigate 

agency costs and ensure firm efficiency in volatile markets [13]. High-quality governance became a critical determinant of 

financial efficiency, as boards of directors were required to exercise more rigorous oversight of financial hedging strategies 

and cost-management practices to protect shareholder value [14]. 

 

2.6.3. Geopolitical Tensions and Supply Chain Fragility 

The geopolitical shifts between 2022 and 2025 further complicated the global economic landscape. These tensions led 

to a restructuring of global trade routes and increased "risk premiums" for emerging markets. For the Saudi market, which 

was actively seeking to increase foreign institutional ownership to 4.15% and beyond, these external shocks necessitated a 

higher standard of "Risk Governance." Firms with robust governance frameworks were better equipped to disclose their 

exposure to global supply chain risks, thereby maintaining their "pricing efficiency" by reducing information asymmetry 

for international investors [10]. 

 

2.6.4. The Strategic Response: Integration with Saudi Vision 2030 

By integrating governance reforms with the Financial Sector Development Program (FSDP) under Vision 2030, the 

Kingdom leveraged the crisis to deepen the market. The increase in the number of listed companies to 330 by 2024-2025 

demonstrates that legislative stability and governance transparency can offset global economic headwinds. This "Agile 

Governance" approach allowed Tadawul to remain a regional leader in attracting foreign direct investment (FDI) and 

institutional capital despite the global inflationary environment [3, 11]. 

 

2.7. Bridging Theoretical Frameworks with Corporate Governance Standards 

2.7.1. Board Composition and Agency Theory Standards:  

Agency Theory emphasizes the necessity of monitoring mechanisms to align the interests of management and 

shareholders. In accordance with this, Saudi governance standards mandate that the majority of Board of Directors 

members must be non-executive, with at least one-third being independent [3]. Theoretical Link: This standard directly 

addresses the "Agency Problem" by ensuring that the board provides unbiased oversight, thereby reducing managerial 

opportunism. Research indicates that such independence in Saudi listed firms is positively correlated with higher 

operational efficiency and reduced audit fees [15]. 

 

2.7.2. Disclosure, Transparency, and Signaling Theory 

Signaling Theory suggests that transparency reduces information asymmetry. Saudi governance standards have 

evolved to require not only financial disclosure but also the disclosure of non-financial risks, including ESG 

(Environmental, Social, and Governance) factors and board remuneration details. Theoretical Link: By adhering to high 

disclosure standards, Saudi firms "signal" their institutional quality to the global market. This was crucial during the 2020–

2025 period; as firms across the 330+ listed entities in TASI and Nomu maintained rigorous reporting, it facilitated the 

influx of institutional foreign investment to 4.15%. Transparent reporting acts as a signal of low information risk, which 

enhances the "Pricing Efficiency" of the market [5, 16]. 

 
2.7.3. Shareholder Rights and Institutional Theory 

Institutional Theory posits that markets gain legitimacy by adopting internationally recognized standards. The Saudi 

CG Code aligns with the OECD Principles of Corporate Governance, particularly regarding the protection of minority 

shareholder rights and the equitable treatment of all investors. Theoretical Link: The CMA’s enforcement of 

"Institutionalized Governance" ensures that the Saudi market is perceived as a "fair" environment. The mandate for 

electronic voting in General Assemblies—expanded during the COVID-19 pandemic—is a standard that reflects "Agile 

Governance." This alignment with global benchmarks (like MSCI and FTSE) has provided Tadawul with the institutional 

legitimacy required to sustain growth amidst global economic volatility [1, 9]. 

 

2.7.4. Internal Control and Risk Management Standards 

The 2020-2025 period highlighted the importance of the Audit Committee and Risk Management Committee 

standards. Saudi regulations require these committees to be composed of independent members with specific financial 

expertise. Theoretical Link: These committees serve as a "Secondary Defense Line" against financial distress. In the face of 

global inflation and supply chain disruptions, firms that strictly followed this governance standards demonstrated higher 

resilience, as their risk-mitigation strategies were vetted through institutionalized internal controls, thus maintaining 

"Market Confidence" [11]. 

 

3. Analysis of Market Efficiency & Global Challenges 
The financial efficiency of Tadawul during the 2020–2025 period was tested by global inflationary pressures and 

interest rate volatility. The study finds that the presence of more than 330 listed companies significantly enhanced 'Market 

Depth,' reducing individual stock volatility and improving liquidity. From a 'Signaling Theory' perspective, the strict 

adherence to the updated Corporate Governance Regulations signaled a safe haven for international capital. This is 

evidenced by the steady growth of institutional foreign investment to 4.15%, which serves as a proxy for the market's 
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'Informational Efficiency.' High-quality governance reduced the risk premium associated with emerging markets, allowing 

Saudi firms to maintain pricing efficiency even as global supply chains faced disruptions [6]. 

 

4. Literature Review 
4.1. Introduction 

The regulatory landscape of the Saudi Stock Exchange (Tadawul) has undergone a paradigm shift following the 

inception of Saudi Vision 2030. Consequently, the academic discourse regarding Corporate Governance (CG) and financial 

efficiency has matured significantly. A chronological analysis of empirical literature from 2020 to 2025 reveals a distinct 

trajectory: research has transitioned from investigating basic structural compliance to examining operational competency, 

strategic diversity, and, most recently, sustainability and granular individual traits. 

1. The Foundational Era: Structure and Compliance (2020–2021): The initial wave of post-reform research focused on 

the quantitative attributes of governance bodies. CHEN, et al. [17] established the baseline, providing empirical evidence 

that larger board sizes significantly enhance financial performance by reducing resource dependency. However, their 

findings regarding board independence were inconclusive, suggesting that in the early stages of reform, the mere presence 

of independent directors was insufficient without active engagement. Addressing this gap, Gerged and Agwili [18] shifted 

the lens from static structure to dynamic activity. By contextualizing their study within the Vision 2030 framework, they 

demonstrated that strict regulatory compliance and the frequency of board meetings are robust predictors of firm value 

(Tobin’s Q), implying that active monitoring—rather than just board composition—is a prerequisite for financial 

efficiency. 

2. The Qualitative Turn: Expertise and Risk Mitigation (2022–2023): Building on the notion that board activity drives 

performance, subsequent research began to dissect the quality of this monitoring. Boshnak [19] argued that generalized 

governance is less effective than specialized oversight. His findings highlighted that the financial expertise of Audit 

Committee members is a critical determinant in mitigating information asymmetry and enhancing Return on Assets (ROA). 

This clarifies the earlier ambiguity found by CHEN, et al. [17] suggesting that independence must be coupled with financial 

literacy to yield efficiency gains. Parallel to the focus on expertise, Bamahros, et al. [20] explored governance as a 

defensive mechanism against market volatility. Their study reinforced Agency Theory, providing evidence that ownership 

concentration and the strict separation of CEO and Chairman roles (preventing CEO duality) act as critical buffers against 

financial distress. This underscored that financial efficiency is not merely about profit maximization but also about 

resilience and risk management. 

3. The Modern Era: Diversity, Sustainability, and Granularity (2024–2025): The most recent literature (2024–2025) 

marks a sophisticated turn toward strategic and non-financial dimensions of governance. Alotaibi and Al-Dubai [21] moved 

beyond traditional demographic variables to explore cognitive diversity. Their study posits that the Saudi market has 

matured to a point where educational and international diversity within the board are drivers of strategic innovation and 

efficiency, particularly in vital sectors like energy. In 2025, the scope of "efficiency" expanded further. Almutiri, et al. [22] 

provided groundbreaking evidence linking ESG disclosure to profitability, signaling that the market now rewards 

transparency in non-financial metrics as a proxy for long-term sustainability. Simultaneously, research has become 

increasingly granular; Alomair and Al Naim [23] drilled down into the specific traits of the Audit Committee Chairman. 

Their findings regarding "director busyness" (over-boarding) suggest that even highly qualified chairs can become 

ineffective if they are over-committed, thereby negatively impacting audit quality. 

 

4.2. Comments of Literature Review Conclusion 

Collectively, these seven studies illustrate a clear evolutionary path in the Saudi context. The literature has moved from 

asking "Does the board exist?" (Structure) to "Is the board diverse, focused, and sustainable?" (Strategy). While CHEN, et 

al. [17] and Gerged and Agwili [18] confirmed the importance of size and compliance, the recent contributions of Alotaibi 

and Al-Dubai [21]; Almutiri, et al. [22] and Alomair and Al Naim [23] demonstrate that specialized expertise, cognitive 

diversity, and ESG transparency are the contemporary drivers of financial efficiency in the Saudi capital market. 

 
Table 1. 

Synthesis of Literature Review and Research Hypotheses (2020–2025). 

Hypothesis Core Proposition Theoretical 

Framework 

Supporting 

Literature 

Key Variables/Metrics 

H1: The 

Governance-

Efficiency Link 

Higher quality of CG leads to 

enhanced efficiency in 

Tadawul. 

Agency 

Theory 

Gerged and 

Agwili [18]; 

CHEN, et al. 

[17] and  

Boshnak [19] 

Board Size, Meeting Frequency, 

Financial Expertise, and Tobin’s 

Q, ROA. 

H2: The Resilience 

Hypothesis 

Robust CG mechanisms 

buffer against global 

inflation/volatility. 

Agency 

Theory (Risk 

Focus) 

Bamahros, et 

al. [20] 

CEO Duality, Ownership 

Concentration, and Financial 

Distress Risk. 

H3: The Signaling 

Hypothesis 

Transparency and ESG 

attract institutional foreign 

investment. 

Signaling 

Theory 

Almutiri, et 

al. [22] and 

Boshnak [19] 

ESG Disclosure, Audit Quality, 

and Foreign Ownership (Target: 

4.15%). 
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H4: Market 

Deepening 

Hypothesis 

Agile governance supports 

expansion and reduces 

volatility. 

Institutional 

Theory 

Capital 

Market 

Authority 

(CMA) [3] 

and Tadawul 

[6] 

Nomu Listings, Market 

Deepening (>330 companies). 

*Note: (Table 1 illustrates the theoretical and empirical mapping of this study. It aligns the proposed research hypotheses (H1–H4) with contemporary literature published 

between 2020 and 2025, emphasizing the transition from structural compliance to strategic and sustainable governance in the Saudi capital market.) 

 

5. Research Methodology 
5.1. Research Design 

This study employs a Quantitative Descriptive-Analytical approach. It utilizes a Time-Series Analysis of the Saudi 

Capital Market (Tadawul) performance indicators from 2020 to 2025. To enhance the depth of the analysis, a Purposive 

Sampling technique was applied to select market leaders that exemplify high governance standards and market efficiency. 

 

5.2. Purposive Sample Selection 

To reflect the overall market efficiency and the success of "Vision 2030" reforms, five market leaders were selected: 

Saudi Aramco (Energy): Represents global disclosure standards and large-scale signaling. 

SABIC (Materials): Exemplifies resilience through robust risk management committees. 

Al Rajhi Bank (Financials): Highlights liquidity leadership and institutional foreign investor attraction. 

STC (Telecom): Demonstrates operational efficiency through digital governance. 

Jahez (Consumer/Tech - Nomu): A case study for the success of "Agile Governance" in the Parallel Market. 

 

5.3. Data Collection 

Sources: CMA Annual Reports, Tadawul Statistical Bulletins, and audited financial statements [3, 6]. 

Independent Variable: CG Quality (Compliance Score, Board Independence). 

Dependent Variables: Financial Efficiency (Liquidity, Market Deepening, Foreign Investment). 

 

5.4. Estimation Methodology for 2025 Projections 

Data for the year 2025 are estimated using a dual-method approach: 

 Linear Trend Extrapolation: Based on the Compound Annual Growth Rate (CAGR) observed between 2020 and 2024. 

This assumes the momentum of market expansion follows its historical trajectory. 

 Policy-Driven Forecasting: Calibration against the official targets of the Financial Sector Development Program 

(FSDP) and Saudi Vision 2030 KPIs for the 2025 strategic milestone. 

 

5.5. Statistical Analysis Framework 

The study utilized SPSS v.26 to conduct: 

 Pearson Correlation: To measure the strength of the relationship between CG compliance and market depth. 

 Simple Linear Regression (OLS): To predict the impact of CG compliance on Market Liquidity/Trading Value. 

Model: Y = β0 + β1X + ε. 

 

6. Empirical Analysis and Statistical Results 
6.1. Descriptive Statistics 

 
Table 2. 

Descriptive Statistics of Tadawul Market Performance (2020–2025). 

Year TASI Listed 

Firms 

Nomu Listed 

Firms 

Total 

Companies 

Avg. Daily Trading 

Value (SAR Billion) 

Growth in 

Liquidity (%) 

2020 203 5 208 8.3 - 

2021 210 14 224 8.9 +7.2% 

2022 223 46 269 7.5 -15.7%* 

2023 231 78 309 5.3 -29.3% 

2024 242 96 338 7.8 +47.1% 

2025 (Est) 255 115 370 8.5 +8.9% 
*Note: The dip in 2022-2023 corresponds with the global inflationary peak and interest rate hikes. 

 

6.2. Analysis of the Purposive Sample (Corporate Efficiency) 

To reflect market efficiency more accurately, Table 3 examines the specific governance and performance metrics of 

the selected companies. 
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6.3. Statistical Results 

 
Table 3. 

Governance Metrics and Efficiency Indicators for Sample Firms (2024 Data). 

Company Sector CG Compliance 

Score 

Foreign 

Ownership (%) 

Role in Market Efficiency 

Saudi Aramco Energy 98% 2.4% Pricing Efficiency & Global Signaling 

SABIC Materials 96% 5.1% Risk Mitigation during Inflation 

Al Rajhi Bank Financials 97% 11.2% Operational Efficiency & Liquidity Hub 

STC Telecom 95% 4.8% Governance Digitization 

Jahez Tech/SME 92% 1.5% Agile Governance Success in Nomu 

 
Table 4. 

Pearson Correlation Matrix. 

Variables CG Compliance Market Liquidity Market Deepening 

CG Compliance 1.000 0.814** 0.915** 

Market Liquidity 0.814** 1.000 0.763* 
* Note: Significant at 0.05 level; **Significant at 0.01 level. 

Analysis: The correlation matrix reveals a very strong positive relationship (r=0.915) between governance compliance and market deepening. 

 
Table 5. 

Simple Linear Regression Results (Dependent Variable: Market Liquidity). 

Predictor Beta (β) t-value p-value R² 

Constant 1.245 2.105 0.042 0.709 

CG Compliance 0.784 4.892 0.003 
 

Note: Analysis: The R² of 0.709 indicates that 70.9% of the variance in market liquidity is explained by Corporate Governance compliance levels. The p-value (<0.05) confirms 

high statistical significance. 

 

7. Integrated Discussion and Hypothesis Testing 
7.1. H1: & H2: Governance, Efficiency, and Resilience 

Regression results (R² = 0.709) statistically confirm that CG is a primary driver of efficiency. During the 2022 

inflationary shock, firms with specialized Risk Committees (like SABIC) maintained stability, proving that governance acts 

as a "resilience buffer" (H2 Supported) [20]. 

 

7.2. H3: The Signaling Hypothesis and Foreign Investment 

The correlation between CG compliance and institutional foreign investment validates Signaling Theory [5]. The 

influx of global capital (4.15%) indicates that international investors use governance transparency as a signal for market 

maturity. 

 

7.3. H4: Market Deepening and Agile Governance 

The massive growth in the Nomu market (from 5 firms in 2020 to 115 estimated in 2025) highlights the success of 

Agile Governance [6]. The case of Jahez proves that flexible regulatory oversight encourages SMEs to list, thereby 

reducing systemic risk through diversification. 

 

8. Conclusions and Recommendations 
8.1. Main Findings 

Governance as a Catalyst: CG was the primary driver for transforming Tadawul into a Top 10 global market, reaching 

over 330 companies by 2024.  

Institutional Maturity: The increase in foreign ownership to 4.15% reflects high "Informational Efficiency," driven by 

signaling from blue-chip firms like Aramco and Al Rajhi [6]. 

Crisis Management: Robust audit and risk committees acted as "financial buffers" during the post-COVID inflationary 

era [11, 14]. 

 

8.2. Recommendations 

Mandatory ESG Integration: The CMA should transition from "Voluntary" to "Mandatory" ESG (Environmental, 

Social, and Governance) reporting to reach the next milestone of 5%+ foreign investment. 

Agile Governance for Nomu: Continue the flexibility of the Parallel Market to allow "Tech-Unicorns" to list under 

simplified governance frameworks. 

Digitization of Boards: Following the STC model, firms should be encouraged to adopt "Digital Governance" tools for 

real-time risk monitoring. 

 Incentivizing Research: Encourage academic-industry partnerships to monitor the "Governance-Performance" gap in 

real-time. 
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