1
Running Head: CAPITAL STRUCTURE DECISIONS.
4
CAPITAL STRUCTURE DECISIONS.
[bookmark: _GoBack]




Capital Structure Decisions
Student’s name
Institutional affiliation
Course-name
Course number
Date of submission







a) The calculation is in SAR million.
This is an implication that the total net income of the firm will decrease marginally. However, it will add debt to the capital structure. As a result, 

b) assuming a rise in the cost of debt to 15%,
c) Reflecting on the calculations and keeping in mind the health industry, it is recommended that the company adopt the debt structure. This will assist in raising the equity return of the shareholders. Additionally, it will decrease the net income, although the shareholders' overall return will later decrease. This will enhance the happiness of the shareholders since their returns will have been maximized. The dilution of control will be experienced, as well.
To the western investors, the return on investment is worthy as they are guaranteed maximum returns from the investment. The structure enhances equity returns, which will be the case for western investors. Even if there are associated risks like a decrease in the net income, the debt structure will adjust with time, and the net income will get back to normal. The taxation rate is also friendly for western investors. 
Additionally, the Western investors should also put into consideration that capital markets which incorporate both the equity and debt. The main obstacle to growth for Islamic investment is the effective and efficient capital markets system to enhance distribution channels and scale to reach various institutional investors. The wester investors should consider for the best design that would favor their distribution channels and allow scaling.
On the side of debts, sukuks may be supplied without the government, both municipality, and sovereign, corporates, or DF’s collateral. Sukuk's structure and value will be based on the issuing organization's reputation that will perform as an informal guarantee for the Sukuk payment. The Sukuk can also be backed with assets. However, in some cases, it might be tied to the underlying performing asset cash flows.
For Sukuk, the underlying assets may be structured in a manner of sharia-compliant, mostly applying Murabaha. Like in conventional bonds, the western investors will be offered by Sukuks an investment option that is safe. They will give the opportunity to the fund managers to diversify the portfolios of investment for risk as well as an asset class, and they will be essential contributors to capital markets systems that function well.
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