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Introduction
Dubai Financial Market is a central institution in the United Arab Emirates’ capital-market system. It
enables investors to buy and sell securities, allows companies and government-related entities to
raise capital, and creates public prices that summarize changing expectations about future cash flows
and risk. The original essay correctly distinguishes equity financing, debt financing, book value, and
market value, but several figures and institutional descriptions are outdated. DFM was established in
2000 and later became a publicly listed company itself. Today it operates within a broader Dubai
market infrastructure that includes clearing, depository, brokerage, disclosure, and digital-investor
services, while the federal Securities and Commodities Authority provides the principal regulatory
framework for onshore UAE securities markets.

The Role of a Stock Exchange
A stock exchange does more than provide a screen on which prices move. It organizes rules for
admission, trading, disclosure, settlement, and investor access. Companies seeking a public listing
must provide information and comply with continuing obligations, while brokers and other members
connect customers to the market. The exchange supports price discovery because many buyers and
sellers respond to public information through bids and offers. It also supports liquidity, meaning that
investors can attempt to convert securities into cash without negotiating privately with the issuing
company. Liquidity is never guaranteed, especially for smaller securities, but transparent trading can
reduce search costs and make ownership more transferable than it would be in a private business.

DFM within the UAE Market Structure
The UAE has several securities venues with different legal and commercial roles. Dubai Financial
Market and Abu Dhabi Securities Exchange are domestic exchanges supervised within the federal
securities framework, while Nasdaq Dubai operates in the Dubai International Financial Centre under
the Dubai Financial Services Authority. These institutions should not be described as interchangeable
because their listing rules, products, regulators, and target issuers differ. DFM’s market includes
equities and other instruments connected to Dubai and the wider region. Its own current listing
materials state that more than seventy public and privately listed companies are represented across
sectors such as finance, real estate, transport, consumer activity, manufacturing, and technology. The
number changes as issuers list, merge, suspend, or delist. (Dubai Financial Market, 2026; Securities
and Commodities Authority; Dubai Financial Services Authority)
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Equity Financing
Equity financing occurs when a company raises money by issuing ownership interests. An initial public
offering can provide capital for expansion, debt repayment, acquisitions, infrastructure, or
shareholder liquidity. The advantage is that ordinary shares normally do not require fixed repayment
on a particular date. Dividends are generally paid only when declared and when legal and financial
conditions permit. The cost is dilution: existing owners surrender part of future profit and voting
influence, and management becomes accountable to a wider investor base. Public equity also creates
continuing expenses involving reporting, governance, investor relations, audit, and market scrutiny. A
company should therefore choose equity because it fits its risk and growth profile, not because stock-
market financing is automatically cheaper than borrowing.

Debt Financing and Sukuk
Debt financing provides funds in exchange for contractual payments. Bank loans and conventional
bonds usually require interest and principal repayment, while sukuk are structured to comply with
Islamic-finance principles through ownership, usufruct, agency, lease, or other approved
arrangements. Debt can preserve existing shareholders’ voting control and may be attractive when
cash flows are stable. It also creates financial risk because payments remain due even when earnings
fall. High leverage can weaken credit quality, restrict dividends, and increase refinancing pressure.
However, the original claim that debt necessarily reduces market value is too simple. Moderate debt
can lower the weighted average cost of capital because of tax, signaling, or discipline effects, while
excessive debt raises distress and agency costs.

How Financing Choice Affects Value
Capital structure should be evaluated through the expected return demanded by investors, business
risk, maturity profile, currency exposure, asset quality, and flexibility. A property developer with long
construction cycles faces different financing risks from a bank or logistics company. Short-term
borrowing used for long-term assets can create rollover danger, while fixed-rate long-term debt may
protect against rising interest rates but become expensive if rates fall. Equity absorbs losses more
flexibly, but shareholders demand compensation for greater uncertainty. Companies listed on DFM
therefore communicate financing decisions through annual reports, prospectuses, material
disclosures, and corporate actions. Investors should examine not only the amount of debt but its
purpose, covenants, collateral, cash coverage, and relationship to recurring operating cash flow.
(Brealey, Myers, and Allen)

https://academic-master.com/evaluation-of-capital-structure-theories/
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Book Value
Book value is an accounting measure derived from the statement of financial position. At the
company level, ordinary shareholders’ book value is commonly approximated as total assets minus
total liabilities and claims senior to ordinary equity. Book value per share divides the relevant equity
by the number of ordinary shares. The figure depends on accounting standards, recognition rules,
historical cost, fair-value measurement, depreciation, impairment, and management estimates. It is
therefore not simply the amount an auditor believes a company is worth. Auditors express an opinion
on whether financial statements are fairly presented under the applicable framework; they do not
certify an investment value. Important internally generated assets, future opportunities, and
unrecognized risks may not be captured fully in book equity. (IFRS Foundation)

Market Value
Market capitalization is calculated by multiplying the market price of an ordinary share by the number
of shares outstanding. It reflects the value investors collectively place on the equity at a particular
moment, not the value of the entire enterprise. Enterprise value adds net debt and other claims while
adjusting for cash, making it more useful when comparing firms with different capital structures.
Market prices respond to expected earnings, interest rates, regulation, governance, liquidity, investor
sentiment, and regional or global events. They may change rapidly even when the latest published
book value remains unchanged. Market value is therefore forward-looking and continuously revised,
but it is not necessarily accurate in the sense of predicting future outcomes without error.

Interpreting the Market-to-Book Ratio
The market-to-book ratio compares market capitalization with reported ordinary equity. A ratio above
one may indicate that investors expect strong profitability, valuable intangible assets, growth
opportunities, or returns above the required cost of equity. It can also reflect optimism that later
proves excessive. A ratio below one may indicate weak expected returns, asset-quality concerns, poor
governance, cyclical pressure, or accounting assets that investors doubt can generate sufficient cash.
For banks, insurers, and asset-heavy companies, book value can be especially informative, although
accounting quality remains crucial. For technology or service businesses, large parts of value may
arise from networks, software, brand, or human capability that financial statements recognize only
partially.

Why the Weatherford Example Was Misleading
The original essay uses Weatherford International as a DFM example, but Weatherford was not a
suitable illustration of a company listed on Dubai Financial Market. It also compared a share price,
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shares outstanding, and a reported book figure without calculating the measures consistently. A valid
case study must select a security actually listed on DFM, identify the date of the price and share
count, and use equity attributable to ordinary shareholders from a matching reporting period.
Currency must also be consistent. Without these controls, a conclusion that the market values a
company above or below book value may be reversed by arithmetic, corporate actions, or differences
between total assets, book equity, and enterprise value.

A Better Listed-Company Analysis
A stronger DFM company analysis begins with the issuer’s latest audited financial statements and the
exchange’s security information. The analyst records ordinary shares outstanding, closing market
price on a specified date, equity attributable to owners, debt, cash, and any material noncontrolling
interests. Market capitalization, book value per share, market-to-book ratio, and enterprise value can
then be calculated transparently. These figures should be compared across several years and with
companies in the same sector. The interpretation must consider profit quality, dividend policy, asset
valuation, related-party transactions, and liquidity of the traded shares. One ratio cannot establish
whether a stock is cheap, expensive, safe, or suitable for a particular investor.

Market Development and Recent Performance
DFM has expanded beyond the small market described in the original essay. Official listing
information now refers to more than seventy public and privately listed companies, and the exchange
provides routes for equities, sukuk and bonds, funds, real-estate investment products, and private-
company securities. DFM’s January 2026 results announcement reported net profit before tax of AED
1.06 billion for 2025, representing strong growth from the previous year. This is the performance of
DFM PJSC as an exchange company, not the total profit of listed issuers. The distinction matters
because an exchange earns from trading, clearing, depository, listing, data, and related services while
the wider market’s capitalization belongs to investors in many separate companies. (Dubai Financial
Market, n.d.)

Investor Risks and Responsibilities
A regulated exchange reduces certain transaction and disclosure risks but does not remove
investment risk. Share prices can fall because of company performance, interest rates, commodity
prices, geopolitical events, governance failures, or reduced liquidity. Foreign-ownership limits may
apply to particular securities and can change as company rules or holdings change. Investors should
read official disclosures, understand order types, diversify, and distinguish dividend history from a
dividend guarantee. They should also recognize concentration risk in markets where a few sectors or
large issuers dominate index movements. DFM’s disclosure and corporate-action systems provide
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useful information, but investors remain responsible for evaluating evidence and for matching risk
with their objectives, horizon, and capacity for loss.

Conclusion
Dubai Financial Market connects companies seeking capital with investors seeking ownership, income,
and liquidity. Its economic role is best understood through institutions and valuation rather than
through one day’s volume or an outdated number of listings. Equity financing offers flexibility but
dilutes ownership; debt and sukuk preserve control but create contractual obligations. Book value
measures recognized net assets under accounting rules, while market value reflects investors’
changing expectations. Neither measure alone reveals a company’s true future performance. A
disciplined DFM analysis uses a genuinely listed issuer, matching dates and currencies, current
disclosures, consistent formulas, and sector context. The exchange supports transparent capital
formation, but sound investment still depends on careful financial judgment.
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