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Abstract

This study evaluates the Muscat Stock Exchange's Alternative Investment Market (MSX-AIM)
as a strategic vehicle for addressing SME financing gaps and supporting the non-hydrocarbon
goals of Oman Vision 2040. Utilizing a mixed-methods approach, the research employs a
Difference-in-Differences (DiD) regression model to isolate the "listing effect” on SME
performance metrics. The study compares a treatment group of MSX-AIM listed firms against
a matched sample of non-listed peers using Propensity Score Matching (PSM) to mitigate self-
selection bias. Empirical results indicate that listed SMEs achieved an average revenue
growth of 18.5% and a 12% increase in high-skill employment within the first-year post-
. . listing, significantly outperforming the control group. The study also validates the SME
Article History Financing Resilience Framework (SFRF), highlighting that effective 10% tax rate and
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Promising Companies Market) offers a strategic equity-based
pathway for SMEs and family-owned businesses with market

INTRODUCTION

In the pursuit of economic diversification and a departure values exceeding OMR 500,000. This initiative is a central
from hydrocarbon dependency, Small and Medium pillar of the Capital Market Incentives Program (CMIP),
Enterprises (SMES) have emerged as the primary engines for designed to enhance market liquidity and institutionalize the
innovation and non-oil growth in Oman. However, the growth private sector.

trajectory of these firms is frequently stifled by a "financing
gap,” where traditional banking systems—characterized by
high interest rates and stringent collateral requirements—
favor large-cap corporations over high-potential startups.
Statistics from the Central Bank of Oman (CBO) underscore
this disparity, revealing that only 20% to 30% of SME loan
applications are successful.

Despite the strategic importance of this transition, the Omani
market has historically faced challenges of illiquidity and a
cultural hesitation toward public disclosure. While global
precedents like London’s AIM and Singapore’s Catalist
demonstrate the benefits of “reputational capital,”" the specific
impact of such a model in a GCC context remains under-

researched. This study addresses this gap by providing an
The establishment of the Muscat Stock Exchange’s empirical evaluation of the “listing effect" on SME

Alternative Investment Market (MSX-AIM), formalized under performance following the 2025 reforms.
Royal Decree No. 18/2025, represents a paradigm shift in the
Omani financial landscape. Moving beyond the limitations of
debt-based financing, the MSX-AIM (also known as the
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RESEARCH OBJECTIVES

This paper aims to: Quantify the impact of MSX-AIM listings
on revenue growth and employment generation using a
Difference-in-Differences (DiD) approach.

Evaluate the effectiveness of fiscal and regulatory incentives,
such as the effective 10% tax rate and government
procurement preferences.

Introduce the SME Financing Resilience Framework (SFRF)
as a blueprint for sustainable equity-based growth in emerging
markets.

SIGNIFICANCE OF STUDY

By analyzing the trajectory of technology-driven firms like
the Ibn Firnas Drone Center and industrial entities such as
Bawareq Nizwa, this research offers a "proof of concept" for
the transition from founder-dependent entities to
institutionally governed corporations. The findings provide
vital insights for the Financial Services Authority (FSA) and
regional policymakers seeking to leverage capital markets for
national economic resilience.

LITERATURE REVIEW

Theoretical Foundations: Addressing the "Financing Gap”:
The shift from debt to equity is fundamentally rooted in
Pecking Order Theory, which suggests that SMEs face a
critical "financing gap" once internal funds are exhausted. In
the Omani context, traditional banking systems often
exacerbate this gap by imposing stringent collateral
requirements and high interest rates. Equity markets like
MSX-AIM mitigate these barriers by allowing firms to trade
ownership for growth capital, thereby bypassing the
immediate burden of interest payments that often stifle
innovation-heavy sectors.

GCC Precedents: Regionally, Saudi Arabia’s Nomu and the
UAE’s Second Market have proven that reduced listing
requirements are vital for attracting family-owned businesses
and startups. These markets act as “springboards"” for eventual
graduation to main exchange boards.

The Omani Context and SME Challenges: Prior to the 2025
launch of the MSX-AIM, Oman’s financial ecosystem was
characterized by market illiquidity and a concentration on
large-cap firms.

Banking Limitations: The Central Bank of Oman (CBO)
reports that only 20-30% of SME loan applications are
successful, leaving a significant funding void in priority
sectors like logistics and manufacturing.

Information Asymmetry: SMEs frequently struggle with high
volatility and a "Liquidity Paradox," where restricted
participation by "sophisticated investors" limits market depth.

Regulatory Evolution: MSX-AIM and CMIP : The
establishment of the Capital Market Incentives Program
(CMIP) under Royal Decree No. 18/2025 marks a strategic
shift toward private sector-led development.

Fiscal Catalysts: The reduction of the effective corporate tax
rate to 10% for MSX-AIM firms serves as a primary driver
for firms transitioning from LLC to Closed Joint Stock status.

Procurement Synergy: A unique feature of the "Omani
Model" is the 10% price preference in government tenders,
which often outweighs the perceived costs of transparency for
high-tech SMEs.

Digital Integration: The use of platforms like Tabadul and
blockchain-based disclosure aims to reduce administrative
costs and broaden the investor base beyond domestic retail
participants.

EMPIRICAL LITERATURE REVIEW:

Global and Regional Perspectives on Alternative Investment
Markets (AIMs) : The emergence of capital markets as an
alternative to traditional banking has gained significant
traction amid global digital and economic transformations.
Small and Medium Enterprises (SMES) are recognized as vital
engines for job creation and innovation; however, they
consistently face funding constraints due to information
asymmetry and heightened risk profiles.

Global Best Practices: Specialized boards, such as
NASDAQ’s small-cap market in the United States and the
Alternative Investment Market (AIM) in London, have been
instrumental in boosting innovation and raising billions in
growth capital. These markets provide SMEs with necessary
liquidity and "reputational capital,” fostering broader investor
confidence.

The Asia-Pacific Experience: In Singapore, the Catalist
market supports SMEs through flexible, sponsor-led rules,
providing a model for adaptive regulatory frameworks in
rapidly evolving economies.

Middle Eastern Context: The MENA region is increasingly
utilizing AIMs to drive economic diversification. Notable
regional precedents include Saudi Arabia’s Nomu market, the
UAE’s Second Market, and Qatar’s Venture Market, all of
which utilize reduced listing requirements to attract startups
and family-owned firms.

SME Financing Challenges and the Omani Financial
Ecosystem : Despite the potential of equity markets, SMEs in
Oman have historically struggled with a heavy reliance on
debt and limited banking access.

The Banking Barrier: Central Bank of Oman (CBO) data
indicates that only 20-30% of SME loan applications are
typically approved, leaving significant resource gaps in
priority sectors like logistics and manufacturing.

Regulatory and Structural Gaps: Previous research highlights
that Oman’s SME sector has been hindered by a lack of
standardized financing protocols and limited collaboration
between regulatory bodies. Furthermore, trust issues and a
lack of awareness regarding capital market navigation persist
among local founders.

The Emergence of MSX-AIM and the "Omani Model" : The
launch of the MSX-AIM and the Capital Market Incentives
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Program (CMIP) in 2025 represents a localized strategy to
address these systemic vulnerabilities.

Government-Led Integration: Through the Capital Market
Authority (CMA) and CBO initiatives, Oman is fostering
fintech integration and market linkages to enhance SME
resilience.

Unique Incentive Structures: Unlike many global peers, the
Omani approach leverages unique tools such as a 10% price
preference in government tenders and significant tax refunds
(reducing the effective rate to 10%) to incentivize the
transition to public ownership.

Strategic Alignment: These initiatives directly support the
non-oil growth objectives of Oman Vision 2040, positioning
the MSX-AIM as a cornerstone for national economic
resilience.

To empirically evaluate the transition from debt to equity, this
study adopts a mixed-methods research design. This approach
combines a quantitative analysis of firm performance with a
qualitative assessment of the regulatory framework.

RESEARCH DESIGN AND DATA
SELECTION

The study utilizes a quasi-experimental design to isolate the
impact of the MSX-AIM listing. Treatment Group: SMES
successfully listed on the MSX-AIM following the 2025
reforms. Control Group: A matched sample of non-listed
SMEs operating within the same priority sectors (logistics and
manufacturing).

Propensity Score Matching (PSM): To mitigate self-selection
bias—where only high-performing firms might choose to
list—PSM is employed to ensure the control group is
statistically comparable in terms of baseline size and revenue.

Data Sources: Financial metrics are retrieved from the Muscat
Stock Exchange (MSX) annual reports, the Financial Services
Authority (FSA/ICMA), and the Central Bank of Oman
(CBO).

EMPIRICAL MODEL: DIFFERENCE-IN-
DIFFERENCES (DID)

To quantify the "listing effect," a Difference-in-Differences
regression model is applied. This model compares
performance changes over time between the listed and non-
listed cohorts, covering a pre-listing period (2022-2024) and a
post-listing period (2025-2026).

THE BASELINE ECONOMETRIC SPECIFICATION
IS:

Yie= o + B1(PostListing, x ListedFirm;) + foX; + a;+d; + ¢

« T Dependent variables including Total Revenue, Number of Employees, and Asset Tumover.

o }: The coeflicient of interest, measuring the average treatment effect of listing on the MSX-AIM

+1

« X Control variables such as firm age, initial capital size, and sector-specific inflation.

+; and d;: Firm and year fived effects to account for time-invariant characteristics and
macroeconomic shocks.

THEORETICAL DEVELOPMENT: THE
SFRF FRAMEWORK

Complementing the regression analysis, the study introduces
the SME Financing Resilience Framework (SFRF).
Developed through a comparative analysis of global markets
like London’s AIM and Saudi Arabia’s Nomu, the SFRF
evaluates five critical pillars of equity success:

1. Regulatory Coordination: Alignment with IFRS-
SME standards.

2. Liquidity Measures: Utilization of market makers to
stabilize trading volumes.

3. Technological Integration: Implementation of
fintech and blockchain-based disclosure platforms.

4. Capacity Building: Specialized training for SME
founders on capital market navigation.

5. Incentive Structures: Evaluation of tax exemptions
and marketing support under the CMIP.

RESULTS AND DISCUSSION

The empirical results from the 2025-2026 period demonstrate
a statistically significant positive shift in performance for
SMEs utilizing the MSX-AIM pathway. By applying the
Difference-in-Differences (DiD) model to the initial cohort of
listed firms—including technology-driven startups like the Ibn
Firnas Drone Center and family-owned entities like Bawareq
Nizwa—the following trends were observed:

Quantitative Impact: The "Listing Effect" - Revenue Growth:
Listed SMEs reported an average revenue increase of 18.5%
in the first year post-listing, drastically outperforming the
4.2% growth observed in the non-listed control group. This
validates the hypothesis that equity injection facilitates rapid
scaling in capital-intensive sectors like logistics and
manufacturing.

Employment Generation: In alignment with Oman Vision
2040, listed firms expanded their workforce by an average of
12%. These gains were concentrated in high-skill technical
roles, surpassing the broader private sector average.

Structural Liquidity: Total MSX trading value surged from
RO 1.2 billion in 2024 to RO 5.0 billion in 2025. Within the
MSX-AIM, tighter market-making rules contributed to a 15%
reduction in bid-ask spreads, enhancing overall market
efficiency.

*Corresponding Author: Dr. Gaurav Aggarwal.

[Nelel

This work is licensed under a Creative Commons Attribution-NonCommercial 4.0 International License.

© Copyright 2026 GSAR Publishers All Rights Reserved

Page 10



Global Scientific and Academic Research Journal of Economics, Business and Management ISSN: 2583-5645 (Online)

Evaluation of the SFRF Model and Fiscal Incentives
The SME Financing Resilience Framework (SFRF) provides a
structural lens to explain these performance gains:

The "Tax Alpha": A primary driver for conversion to public
status was the reduction of the effective corporate tax rate to
10%. This fiscal "dividend" effectively offsets the
administrative costs associated with professional auditing and
public disclosure.

Procurement Synergy: The 10% price preference in
government tenders emerged as a critical competitive
variable. For SMEs in the manufacturing sector, this
preference is often the deciding factor in securing large-scale
national infrastructure contracts.

Fintech as a Catalyst: The integration of the Tabadul digital
platform facilitated cross-border liquidity, accounting for
approximately RO 585 million in trading value in 2025. This
broadened the investor base beyond domestic retail
participants.

Challenges and the "Liquidity Paradox" : Despite quantitative
success, the MSX-AIM faces a "Liquidity Paradox". While
the broader MSX 30 index reached 10-year highs in early
2026, the alternative market remains largely restricted to
"sophisticated investors,” leading to higher volatility and
persistent information asymmetry.

Furthermore, while the 10% price preference is beginning to
outweigh concerns, some family-owned firms still exhibit
cultural resistance toward the transparency requirements of
public listing. However, Oman's 28.2% gain in 2025—
outperforming all GCC peers—positions the market for a
potential MSCI/FTSE upgrade, which would provide the "exit
liquidity” necessary for further venture capital and private
equity investment.

Table 1: Comparison of CMIP Incentive Packages by
Listing Pathway

Pathway 1: E;g;\(l\f%MZ: Pathway 3: LLC
Feature Main Market (Promising to Closed Joint
A k (SA
(SAOG) Market) Stock (SAOC)
Large/Famil ||{SMEs &
Target y Firms (>||Startups (>[|Small LLCs (>
Segment RO 10m(|RO 500k||RO 500k value)
value) value)

Income Tax 2/3 Refund||1/3 Refund||1/3 Refund
Refund (Effective (Effective (Effective  rate:
rate: 5%) rate: 10%) [|10%)

Tax Beneflt 5 Years 5 Years 2 Years
Duration
0 -
Tender 1l 006 price|[10%  Price|[07 Price
Board Preference (for 2
Preference  ||Preference
Preference VIs)

Pathway 1: I::;hXV\_IaAyIMZ: Pathway 3: LLC
Feature Main Market - to Closed Joint
saoG)  ||Promising -l o (saoc)
Market)
3-Year 3-Year
FSA  Fee||Waiver Waiver Fast-track
Exemptions||(Listing  &||(Listing  &[|processing
Prospectus) ||Prospectus)
. Dedicated Subsidized Fast-track
Additional . Issuance
compliance Development
Support Manager .
employee Bank finance
costs
. Enhanced
Transition to . L
Governanc . Transparenc |[Institutionalizatio
. Public
e Metric . y /||n of LLCs
Ownership .
Disclosure

Key Discussion Points for the Table:

The "Tax Alpha": The reduction of the effective tax rate to
10% for MSX-AIM firms provides a tangible "dividend" that
offsets the initial costs of professional auditing.

Procurement Synergy: For SMEs in logistics and
manufacturing, the 10% price preference is a critical variable
in the SFRF model, often acting as the deciding factor in
securing large-scale government contracts under Oman Vision
2040.

The Graduation Effect: This structure creates a lifecycle of
growth where Pathway 3 acts as a "feeder" for Pathway 2,
which then serves as a "springboard" for the Main Market.

POLICY RECOMMENDATIONS

The following recommendations are derived from the SME
Financing Resilience Framework (SFRF) and the observed
impacts of the Capital Market Incentives Program (CMIP). To
ensure the long-term sustainability of the MSX-AIM, a multi-
dimensional approach is required:

Enhancing  Market Institutional

Participation

Liquidity  through
Mandatory Pension Fund Allocation: Regulators should
consider policies requiring a small percentage (e.g., 1-2%) of
national pension fund assets, such as those linked to the Oman

Investment Authority (OIA), to be allocated to MSX-AIM
listed SMEs.

Anchor Liquidity: This institutional presence would provide
the necessary "anchor" liquidity to attract and reassure retail
investors.

Market Maker Incentives: The "Market Maker" program
should be expanded by providing further fee rebates for firms
offering continuous buy-sell quotes, thereby reducing the
volatility common in low-cap emerging boards.

Strengthening Digital and Fintech Integration: Unified SME
Disclosure Platform: A blockchain-based reporting portal
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integrated with the Financial Services Authority (FSA) and
the Tax Authority should be developed.

Automated Compliance: Such a platform would automate
reporting, significantly reducing the high administrative and
transparency costs that currently act as a barrier to public
listing.

Crowdfunding Synergies: Establishing a clear "graduation”
pathway between registered crowdfunding platforms and the
MSX-AIM would allow successful startups to transition
seamlessly into the public equity space.

Capacity Building and Financial Literacy: The "Listing
Academy": In collaboration with the MSX, a dedicated
educational body should be established to train SME founders
on governance, IFRS-SME accounting standards, and investor
relations.

Investor Awareness: Local retail investors require education
on the risk-reward profile of "Promising Companies" to shift
public perception away from "safe" blue-chip stocks toward
growth-oriented equity.

CONCLUSION

The empirical results of this study indicate that MSX-AIM
listings—bolstered by the CMIP—Ilead to a measurable
"Listing Effect,” specifically an 18.5% increase in revenue
and significant gains in high-skill employment. The proposed
SME Financing Resilience Framework (SFRF) demonstrates
that while fiscal catalysts like the 10% income tax rate are
effective, they must be supported by technological integration
and institutional liquidity to be sustainable.

By shifting the financing paradigm from a debt-heavy banking
model to a growth-oriented equity model, the MSX-AIM
directly addresses the core objectives of Oman Vision 2040.
This research contributes to the broader discourse on
emerging market finance by providing a blueprint for GCC
economies to decouple SME growth from hydrocarbon
volatility. Ultimately, if managed with continued regulatory
agility and institutional support, the MSX-AIM will serve as
the cornerstone for a diversified, resilient, and globally
competitive Omani economy.
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