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Saudi Arabia's small and medium-sized enterprises (“SMEs”) have become a central pillar of the 
Kingdom's economic transformation. Under Vision 2030, SMEs contribute approximately 23% of GDP, 
with a national target of 35% by 2030.1 Financing has expanded alongside this growth, with 
outstanding SME credit reaching approximately SAR 468 billion (US$125 billion) by the end of 2025, 
supported by commercial banks, government initiatives, and programs such as Kafalah.2 

This progress is significant, but it also highlights the next stage of market evolution. The opportunity 
is no longer simply increasing the availability of capital; it is providing financing solutions that are more 
flexible, tailored, and aligned with the evolving needs of growing businesses. As the Saudi economy 
matures, private credit is increasingly positioned to complement traditional bank lending by providing 
secured, relationship-driven capital to high-quality SMEs. 

Key Takeaways – A Financing Ecosystem for the Next Phase 

1 SMEs are central to Vision 2030—and remain structurally 
underfinanced 
 

SMEs contribute approximately 23% of Saudi Arabia's GDP, with a national target 
of 35% by 2030. 1 Despite meaningful progress, SME lending represents just 
11.3% of total bank credit, well below the Kingdom's 20% target,3 leaving an 
estimated financing gap of more than SAR 300 billion (US$80 billion).4 

2 Private credit complements the banks—it does not compete with them 
 

Private credit provides flexible financing for fundamentally strong businesses 
whose capital needs extend beyond traditional bank lending. Through 
disciplined, senior secured structures, it broadens access to capital while 
maintaining a strong focus on downside protection and attractive risk-adjusted 
returns. 
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3 Shariah-compliant private credit sits at the intersection of two 
structural trends 
 

Demand for Shariah-compliant investment solutions continues to grow, while the 
supply of institutional-quality private credit remains limited.5 ZCG Arabia’s direct 
financing platform was established to address this opportunity through a CMA-
licensed solution with Shariah compliance embedded in its investment 
framework from inception. 

 

The Financing Gap 

Saudi Arabia has made significant progress in expanding access to finance for small and medium-
sized enterprises (SMEs). Yet despite this momentum, SME lending still represents only 11.3% of 
total bank credit, well below the Kingdom’s Vision 2030 target of 20%.3 Various industry studies 
estimate the resulting financing gap to exceed SAR 300 billion ($80 billion), reflecting the unmet 
financing needs of viable businesses across Saudi Arabia.4 

Importantly, this financing gap is not driven by distressed companies. It is increasingly concentrated 
among established, fundamentally strong SMEs seeking capital to fund expansion, acquisitions, 
capital expenditure, supply chain investment, and working capital optimization. As the Saudi economy 
continues to diversify, many established SMEs require financing solutions that extend beyond 
conventional bank lending. 

Beyond Business as Usual 

Closing a financing gap of this scale will require a broader financing ecosystem. Saudi Arabia’s 
banking sector will continue to play a central role in supporting economic growth, and its strength 
remains one of the Kingdom’s competitive advantages. However, as businesses evolve, financing 
solutions must evolve alongside them. 

Private credit is designed to complement, not replace, the banking sector by providing flexible 
financing solutions where conventional lending reaches its natural limits. Together, banks and private 
credit can broaden the range of financing solutions available to high-quality businesses while 
strengthening the resilience of the broader financial system. 

The Role of Private Credit 

Private credit has become an increasingly important source of institutional capital in developed 
markets and is well positioned to play a similar role in Saudi Arabia’s evolving financial landscape. 

At ZCG, we understand attractive long-term returns are generated through disciplined underwriting, 
senior secured lending, conservative portfolio construction, and rigorous risk management—not by 
reaching for yield. By emphasizing downside protection and capital preservation, private credit can 
provide flexible financing to fundamentally strong businesses while delivering attractive risk-adjusted 
returns for investors. 
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The Islamic Finance Dimension 

Shariah compliance is fundamental to ZCG Arabia’s direct financing strategy. Saudi Arabia is one of 
the world’s largest Islamic finance markets, where demand for institutional-quality Shariah-compliant 
investment opportunities continue to grow across institutional investors, family offices, and private 
wealth. 5 Yet the supply of institutional-grade Shariah-compliant private credit remains limited. ZCG 
Arabia’s direct finance platform was established with the aim to address this structural market 
opportunity by combining disciplined private credit investing with a Shariah-compliant investment 
framework embedded from inception. 

The Convergence Opportunity  

Together, these market dynamics create a compelling long-term opportunity. On one side is a 
growing population of high-quality Saudi SMEs seeking flexible financing beyond conventional bank 
lending. On the other is increasing investor demand for institutional-quality Shariah-compliant private 
market investments. 

Private credit provides the natural connection between these two trends. Institutional capital can be 
deployed directly into high-quality businesses that support economic diversification while offering 
investors access to secured, income-generating private market investments aligned with Islamic 
finance principles. 

Beyond generating attractive investment outcomes, this approach contributes to the continued 
development of Saudi Arabia’s private capital markets by expanding financing options for businesses 
and broadening the pool of institutional capital supporting the real economy. 

As Saudi Arabia's financing ecosystem continues to evolve, private credit has the potential to play an 
increasingly important role alongside banks, government-backed institutions, and other providers of 
capital. A broader, more diversified financing market can help meet the needs of growing businesses 
while supporting the Kingdom's long-term economic objectives. 

ZCG Arabia’s Approach  

ZCG Arabia’s direct financing strategy was established to address this structural market opportunity 
through a CMA-licensed investment solution that combines ZCG’s global private credit expertise with 
a Shariah-compliant investment framework. Our strategy seeks to provide disciplined, senior secured 
financing to high-quality Saudi SMEs that require flexible capital to support growth, while maintaining 
a strong emphasis on capital preservation, downside protection, and rigorous credit underwriting. 
Shariah compliance has been embedded into the investment framework from inception, ensuring 
alignment with the requirements of investors seeking Islamic investment solutions. 

Conclusion  

Saudi Arabia's economic transformation is creating significant opportunities for businesses and 
investors alike. As the private sector expands, private credit can play an increasingly important role by 
complementing the banking sector and providing disciplined, relationship-driven financing to high-
quality SMEs. Through its CMA-licensed, Shariah-compliant platform, ZCG Arabia seeks to mobilize 
capital in support of economic development while delivering attractive risk-adjusted returns for 
investors.
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About ZCG 

ZCG is a leading, privately held global firm comprising private markets asset management, business consulting services, and technology 
development and solutions. 

ZCG’s investors are some of the largest and most sophisticated global institutional investors including pension funds, endowments, 
foundations, sovereign wealth funds, central banks, and insurance companies. 

For almost 30 years, ZCG Principals have invested tens of billions of dollars of capital. ZCG has a global team comprising approximately 
250 professionals. ZCG is headquartered in New York, with seven affiliated offices, across five countries. For more information on ZCG, 
please visit www.zcg.com. 

You can also learn more about ZCG, the business consulting services platform of ZCG, at www.zcgc.com, and explore ZCG’s technology 
affiliate, Haptiq, at www.haptiq.com. 

 

 

About ZCG Arabia 

ZCG Arabia is the Riyadh-based platform of ZCG (Z Capital Group), a leading privately held global firm comprising private markets asset 
management, business consulting services, and technology development and solutions. ZCG Arabia supports the firm’s activities across 
the Kingdom of Saudi Arabia (“KSA”) and the broader GCC region. 

For nearly 30 years, ZCG Principals have invested tens of billions of dollars of capital across private equity and credit-related strategies 
through multiple economic cycles. ZCG has approximately 250 professionals across six countries and is headquartered in New York. For 
more information, visit www.zcg.com. 
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Disclaimer 

This document is provided for general informational and educational purposes only and does not constitute investment, legal, tax, or 
other professional advice. It has been prepared without regard to the financial situation, investment objectives, or particular needs of 
any specific reader, and should not be relied upon as the basis for any investment decision. The views and opinions expressed herein 
are those of the author and/or ZCG as of the date of publication, are subject to change without notice, and do not necessarily reflect 
the views of any other person or entity.  Certain statistics, estimates, and projections contained herein (including estimates of Saudi 
Arabia’s SME financing gap) are based on ZCG’s internal analysis and assumptions, are inherently uncertain, and actual results or 
outcomes may differ materially. Statements regarding future targets, trends, or market development (including Vision 2030 targets) 
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are forward-looking in nature, are not guarantees of future performance, and no assurance can be given that any such targets or 
trends will be achieved or continue. ZCG has not independently verified information obtained from third-party sources cited herein and 
makes no representation or warranty, express or implied, as to the accuracy or completeness of such information. Past performance is 
not indicative of future results. Nothing herein is intended to be, and should not be construed as, a recommendation, an offer, or a 
solicitation to purchase or sell any security, investment, loan, or other financial product, or to enter into or arrange any transaction, in 
any jurisdiction, including the Kingdom of Saudi Arabia. This document is not directed at, and is not intended for distribution to or use 
by, any person in any jurisdiction where such distribution or use would be contrary to applicable law or regulation.  This document may 
not be reproduced, distributed, or disclosed, in whole or in part, to any third party without the prior written consent of ZCG. 

 


