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Summary of the Article
The article discusses the weighted cost of capital of Gulf countries including Saudi Arabia, Oman, Bahrain, Qatar, Kuwait, Dubai and Abu Dhabi. The authors illustrate how to compute the weighted average cost of capital using three approaches including the country’s implied equity risk premium, risk premium, and ratings (Raghu et al., 2016). The authors also argue that the number of unlisted companies in this region is considerably higher than that of the listed companies. Therefore, managers face challenges when establishing the weighted cost of capital. However, they are obliged to carry an estimate on the future cash flows and discount rate in determining the present value of such cash flows (Raghu et al., 2016). The estimated discount rate is therefore considered as the cost of capital. 
What I find most important on the authors' discussion and explanation is the determination of the value of beta (risk premium) for a privately owned company. The authors assert that the beta of these firms can be estimated by averaging the beta values of similarly trading firms in the same industry. 
Cost of Capital
The cost of capital has a significant role in the corporate finance particularly in the process of making a decision as well as to the investors when making investment decisions (Raghu et al., 2016). The cost of capital depicts the opportunity cost that relates to financial capital usually the equity and debt capital invested in a business (Marimuthu, 2009). Determining the weighted average cost of capital is important as a business establishes a rate of compensating the different type of investors (equity holders and debtors). 
The cost of capital and the required rate of return on investment vary in different perspectives. From the company’s point of view, the cost of capital is the compensation to the investors. On the other hand, the required rate of return on an investment is the rate than investors expects from an investment (Marimuthu, 2009). Therefore, a company with a cost of capital equal to the required rate of return by an investor can do business.
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