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Abstract

It is natural that the capital is the backbone of all public and private
companies and organizations because their market value is determined by it.
The problem of this study can be attributed to the adoption of non-
scientific methods to build capital structure which lead to loose possible
opportunity to increase national income and national domestic product.
In order to resolve this problem, the researcher sets the following
hypotheses:

* Long term borrowing increases market value of the company.

*  Failure to set the maximum limits of borrowing leads to negative
results.

"  Decreasing the cost of capital to the minimum limit helps company
to attain proper capital structure model.

The research applies the descriptive and analytic method in collecting
and analyzing the data from its primary and secondary sources. The research
aims at highlighting the problems that face establishing an ideal financial
structure in companies, also explaining the reasons of not adopting the
standard scientific methods when establishing it. The research consists of
four chapters: the first one tackles the general framework and the previous
studies while the second chapter considers the theoretical framework of the
study through three sections: the first deals with types of gearing. The
second discusses the conceptual side including the development and the
significance of financial analysis approach. The third section deals mainly
with the concepts and theories of financial structure. The third chapter is
also divided into three sections: the first is on Khartoum Stock Exchange;
its establishment and development. The second analyses financial statements
of some companies under Khartoum Stock Exchange. The third section
deals with the analysis of the data obtained of the questionnaire and the tests
of the study hypotheses. As for the fourth chapter there are the conclusions
have been reached as a result of the testing made and recommendations.

The following findings:

*  Borrowing irrespective of volume and nature of the company
increases its market value.

* Increasing the amount of gearing beyond the rational limit of the
company leads to negative consequences and great risks that may
cause the company collapse.

"  Decreasing the cost of the capital structure used in financing
company's assets and projects to the minimum by using debt
tinancing helps the company to reach an appropriate capital structure
model.

The researcher recommends the following:

"  Joint - stock venture (public and private companies) increases their
market values.

*  Reactivating companies training could be under taken well trained
personnel who are best acquainted with financial matters. Also the
existing staff should be upgraded so as to be able to cope with
gearing and to be aware of its risks.

»  Revitalizing Khartoum Stock Exchange in terms of accuracy;
efficiency and speed in presenting financial information.



