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1. Market: Is there a gap 0920 29¢7 (2 :dwoquull .|
in the market? T@gull ;9
2. Technical: How do we eqputall i Loub dgiell .f
build it and what are the Syl oo log

costs?

3. Financial: Is it
profitable? (The final B
filter).
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Investment Costs and Operating Costs
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Investment Costs

Investment costs are all expenses required to establish the project
and prepare it for operation before actual startup. These costs include:
* Land and Building Costs: Purchasing or leasing land, construction
costs, and basic building facilities.
* Machinery and Equipment Costs: Purchasing production machinery
and equipment necessary for project operation.
« Establishment and Pre-Operating Costs: Licensing fees, government
approvals, technical studies, and initial marketing campaigns.
* Initial Working Capital: The amount required to cover initial
operating expenses until the project begins generating sufficient
revenue to cover its expenses.

Operating Costs
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After starting operations, operating costs are divided into two main
types:

» Fixed Costs: Costs that do not change with changes in production
or sales volume in the short term. Examples: Rent, administrative
salaries, insurance, and depreciation.

« Variable Costs: Costs that change directly and proportionally with
changes in production or sales volume. Examples: Raw materials,
direct labor, and sales commissions.
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Cash Flow

Cash flows are the actual movement of money
entering and leaving the project. The cash flow
statement is the most important output of the
financial study, as it is used to calculate all
financial evaluation criteria.

Net Cash Flow = Cash Inflows (Revenues) -
Cash Outflows (Costs + Taxes)

Inflows Outflows

Net Cash

v
Revenues Flow
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Basic Financial
Indicators

Tools for Evaluating
Investment Projects
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When evaluating an investment ol aliai chLQJ.LUﬂ CQMILO QU ic
N a0 11 314l L liackud ailgal
i

project, we need tools to help us

y
make the right decision. \/\/
o

o The Five Basic Financial Indicators: :dauso)| duwbwlll dla)l Olpugall

% Return on Investment (ROI) A (ROI) jladimdl Sle 2ilell Jago <
“ Payback Period \ (Payback Period) alapiw I 6yio
% Net Present Value (NPV) \\ (NPV) dulall doudll 6lo
“ Internal Rate of Return(IRR) (IRR) 312/l jls dm .;.
q % Profitability Index (PI) (PI) gl pivgo )
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Definition

“What is the profit percentage from the
investment?”

Simple Formula:

ROI = (Profit + Initial Investment) x
100%

Meaning:
It tells you the profit percentage from
each dinar invested

\_

Return on Investment answers the question: i

i

A

¢

=N,

vy pedll

:J16udl e wusy ladiwdl Lle Alell Jaso
S latiwll go pupll dpui p8”

byl ddunll
100% x (Jodll jlm.uu.lll all)= RO
'inoll

ojoiiu jliya 5 go aull duwi @5 clpudy
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Data: il
* Initial Investment: 100 dinars Jlua 100 :L._,JgiJI Jloliwdl ¢
* Annual Profit: 20 dinars JLign 20 sgiwdl upll ¢
Calculation: :ublwall
ROI = (20 + 100) x 100% = 20% ROI = (20 + 100) x 100% = 20%
Interpretation: s Aill
v The project achieves 20% annual return Ligiw %20 aflc Gany gqpuinll v
v From every 100 dinars invested, you get Jli3a 20 Le Jnai,apatiwl jlipn 100 Ja go v
20 dinars profit )
- v Your investment grew by 20% %20 dywiy Lo ¢ljlatiwl v )
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Definition: {EIJCH ]

Payback Period answers the question: "How
long will it take to recover my initial
investment?”

Simple Formula:

( Payback Period = Initial Investment + Annual Profit J

Meaning:

It tells you how many years you'll wait to
recover all your money

cdgll o 05" i lgudl le i 31yl 88
"Sao3l Jlgel §l>yiwd 2li>lu

:dband] déall
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Practical Example of Payback Period

M3 A BAS Je Jos Jlio

Data:
¢ Initial Investment: 1,000 dinars
* Annual Profit: 200 dinars

il
Jls2 1,000 :Jqdll jlodiwdl @
jlig> 200 s sgisull 2yl @

~N

Calculation: :ubuall

Payback Period = 1,000 + 200 = 5 years Ulgiuw 5 = 200 + 1,000 = alojiwdl 64106

Accumulation Table: ;05111 Jgao
Year 1 Year 2 Year 3 Year 4 Year 5 1 dddl 2 il 3duwdl | 4 diwll 5 diwll

) ) ) ) ) )
°c D D o B » &
200dinars | 400dinars | 600 dinars | 800 dinars | 1,000 dinars Jlis 200 Jlua 400 Jliza 600 Jlus 800 Jliza 1,000
(Remaining: 800) | (Remaining: 600) | (Remaining: 400) | (Remaining: 200) | (Remaining: 0) (800 :41io) (600 :(;a1io) (400 :(,84i0) (200 :41i0) (0 3 8uio)

Acceptance Criterion: :Josoll jueo

J . & " - ’ B s
/" Shorter period = Less risk /Q,’ Jol 6pblio = inslll opisll
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Definition:

NPV answers the question: “What will be
my total profit from the project?”

Simple Formula:

NPV = Total Profits - Initial Investment

Meaning:

It tells you the actual additional profit
after recovering the investment

2yl

15l Gle s dladl dagdll GSlo
"Ceorinall (o LlexBl ) H9Suw @S

:dbaaud| dauall

93l ) laiiwdl - 2Lyl 9020 = NPV

tuiswall

£loytl a2y L3LARI Llaall oyl e s
)l Sone 2'
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Data:

e |nitial Investment: 1,000 dinars
e Annual Profits: 300 dinars (for 5 years)

Calculation:

Total Profits =300 x 5 = 1,500 dinars
NPV =1,500 - 1,000 = 500 dinars

Interpretation:

 After recovering your money (1,000 dinars)
v/ You will get additional profit: 500 dinars

Acceptance Criteria:

/" NPV > 0 = Project is feasible

> NPV < 0 = Project is losing

= NPV = 0 = At the breakeven point

LI
»s 1,000 Z‘-_.,Jg‘ﬂ Hloiwd| o
(Wlgiw 5 3al) Hlys 300 :dygiwnll 2U)31 o

o lwdl
)L331,500 = 5 x 300 = 71,3 fo0zw0
NPV =1,500 - 1,000 = ,Liss 500

asansill
(Ll 1,000) ellgol gl yiwl a2y
)l.ig.) 500 ,?.,9[‘0! ) Uls ,Jué)u.u.) v

NPV > 0 = samo gopisall +/
NPV < 0 = juwls> g9 uinall 2K
NPV = 0 = Juwolall axdl Lle =

~N
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Definition: n sl jeill
IRR answers the question: : Ll auy Glalall adlell Jaen
“What is the annual growth rate L gaill Jaen p4” :JIguull
of the project?” f “Sggpunll sgiwll
Meaning: f / :izall
It is the percentage at which ' 2y gaiy il daginll dunill ga
your investment grows each diw J4 ¢ljlafiwl
year
Simple Example: : :hpuy Jlin
If you invested 1,000 dinars and dainlg jlia 1,000 Gpaliwl 3]
it became 1,100 dinars after one aiw 19y Jli1a 1,100
year, Growth Rate = 10% %10 = gaill Jaen

-18
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Practical Example of IRR

MIDOCEAN
IRR & s JUia

UNIVERSITY

~N

Data

e |nitial Investment: 1,000 dinars
Year 1: 1,100 dinars
Year 2: 1,210 dinars
Year 3: 1,331 dinars

+10% o 1,331
*10%/1,210

+10% 1,100

s 1,000
Calculation

Growth Rate = 10% annually

Interpretation

€ Your money grows by 10% each year
€ This is called the Internal Rate of Return

Acceptance Criterion
€ IRR > 0 = Project is profitable
€ Higher IRR = Better project

A\

Ll
JWg>1,000 :JoVl jlatiwyl e
% JW> 1,100 :1 diwdl e
H von w1331 J31,210:2 il @
+10/ Jys1,331:3 diudl @

%/1,210
+10% 71,100 i |
1,000 . < L)
Lgiw %10 = gqaill Ja20
S|

diw J5 %10 dww goii clligol @
Sl silell Jaeo Loy lie €
Jodll jueo

Q40 £qpu0ll =IRR>0 @
Juasi ggpirall = el IRR @
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Definition: gy il
Pl answers the question: :JIGudl Gl cuay dwoupll jpogo
“How much profit will | get from ¢ | Jlo J5 go ade dmLuJ 2u) p5"
each dinar | invest?” Yy "o yaiiwl
Simple Formula: X ZU / rdbuuull dasunll
4
Pl = Total Profits + Initial Investment s J9ll jloiiwl + aUjylll ggooo = Pl
M -
Meaning: ixall
It tells you how many dinars Jo J5 go alle jlus b elpay
return from each dinar invested Jodiuwo
\_ W,
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Data:
* |nitial Investment: 1,000 dinars
» Total Profits: 1,500 dinars

Calculation:

PlI=1,500+1,000=1.5

Interpretation:

v Profit from each dinar =[8/ S CIEETE
v Profit margin =507}

Acceptance Criteria:

V4P| > 1 =Project is profitable

> Pl <1 =Project is losing
= Pl =1 = At the breakeven point

:alibdl
Jliga 1,000 :,Igill jlaiiwl «
Jliza 1,500 :alyill ggoan

salwAll
PI=1,500+1,000=1.5

Juaill

ITENNE) e Joai aypaiiwl jliy g4 go
RS = lisa J5 g0 aupll v/

A= ail yiola v

:Joudll julen
PI>1 = aujo g unli NG

Pl <1 = pwld ggpunll 3
=Pl =1 = Jnlall 3all Llc =

~N
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* 6,000 years ago: Humanity relied on
inefficient barter systems.

e Proto-money emerged: Cowrie shells
(1200 BCE), wooden beads, whale
teeth, and Yap Island limestone disks.

o Key properties: Relative scarcity,
portability, and universally accepted
value.

e Mesopotamia: Used calculated blocks
of gold and copper for valuation.

.

dulioll d) il Caodsviwl sdiaw 6000 Jud o
Aled)l pé

91 Blasol :ddodl 3giill jogb
bl Glisel il Gl o(p.@ 1200)
0Ly poly8lg

doguw A 8)d5 dawlwl pailasdl
Lolle dgusio dogdg i Jill

00 Dgwwo JiS Cuodsiwwl 10811 oMb o
euiil) Gl codl
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The Birth of Standardized Coinage

07

4SSl & jlumall 5 g2l 33V g

v/ - ey,

e 8th century BCE: Monetary revolution in
the kingdom of Lydia (modern Turkey).

Lo dSLoo (B dadi )95 1.8 ol il o

(Al LS ys

e King Alyattes: Issued first standardized o g : ,.( ““U’ " » )I )
coins with fixed weight and quality. 0j92 )luso OMac Jol jouol " '”“u“-'
e Material: Electrum (natural gold-silver -0345w0 05929

mix), bean-shaped with a royal lion
symbol.

* King Croesus: Introduced separate gold |

and silver coins.
e Impact: Government guaranteed metal
value, eliminating the need to weigh

every transaction.

>

s ((Ladg Lod buls) pgiSIYl idolall
Suwdl 50y Joaxig Wawolall
dladio duadg dudd Wilac J5ol i ywewg)S cllall o
Jbi Lao oleall dasd) LogS> glousd puilill o
.dloleo JS 9 lgijg) >l
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Paper Money and the Problem of Trust

MIDOCEA

e 7th Century CE: China faced issues
with heavy copper coins.

e Emperor Hien-tsung issued sealed
paper receipts redeemable for

precious metals (first paper money).

e Made from mulberry tree bark.

e Counterfeiting became a weapon of
war (punished by death).

e Marco Polo introduced it to Europe,
facing fierce resistance due to lack
of trust.

dlSiro Guall cag2lg 15 33uall glull il o

A il OdMesl J.m

dud)9 O3Layl a.)g.u.u Ol ygblyodl yaol o
(489 3985 Jol) L8 pall dLLS dogio
(w)s

Ol 2 el (o Caivo ®

(plac3l usg.c.) Loy> M awjill aual °

doglie Cug>lgg g)93 gy 95)Lo Lglsol o
Aadl Ol 824D
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|



Lecture

07

Banking and Global Finance
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* 14th-15th centuries: Money changers
in Europe began lending for interest on
'banco' (wooden benches).

» 1944: Bretton Woods Conference
pegged currencies to the US dollar,
and dollar to gold.

e Petrodollar: Dollar linked to oil trade,
reinforcing dominance.

e 1971: 'Nixon Shock' abandoned the
gold standard, transforming global
finance.

35 low cradl 8yl Vgl by 1yY9ag Al o

028l bgyol § d8)luall 1oy :15-14 HLyall
aclie) "gSiy' e 52516 Llde Jlgedl

OMasll by 3399 gy 10350 :1944 o
3l Ygllg )Ygulby

(2l o il 'O g dodus' 11971 o
ol Jlall pladl 5 Lo
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Digital Revolution
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e 2008: Global financial system
collapsed, creating a massive ‘crisis
of confidence’.

e 2009: ‘Satoshi Nakamoto’ launched
Bitcoin, a decentralized digital
currency.

e Relies on trust in mathematics and
cryptography, not governments or
banks.

e Today: Central banks are developing
their own digital currencies (e.g.,
China’s digital yuan).

B Lo i allall Jlall plail Lgil :2008
A5l 'da5 dojl’

5igalSU gL’ 31 :2009 o
dyjSyo B duad) dlac

(eS|

sl Slab i (8 ddill Lle doisy
oidl gl SlogSdl Lulg

drad )l lgidlac johi dyjSyall cgidl :pgull
(iwall o8yl plgdl Jie) dolsl

i
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The Future of Money
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e 6,000 years of evolution: From
shells to metals to paper to digits.

* The constant principle: The value of
money depends entirely on trust.

e Coexisting systems today: Physical
cash, government digital currencies
(CBDCs), and decentralized
crypto.

e The future: A multi-layered system
reflecting economic, political, and
military power.

S Blaoll (o 2yehill oo diaw 6000 e
283 S 8390 Gl woleall

e WS waies aganl] doud sl ool o
Al

OMasdl i solall aiil :poull diwlaio doliil o
8 8ol Manllg 1dxogSdl drad,l
dy35 oMl

898l LSy wliall sasio pla :Jadiunall o
A S|y duwluwllg dyslaisdl
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\
* Money today is worth more than the o9 el Yudi (o doyd Jisi agdl Jlal o
same amount in the future Jubsianoll
* Reason: Earning potential through Lle Jgasdlg jlatiw3l Lle 838 ieamdl ©
investment returns " ke
* Inflation erodes purchasing power e Ry e s s
iy 2 C9gll 2o Jlal) dplyundl 8gall I8y euaill
* Opportunity Cost: Lost investment slediuwd] dioys :dbyal 4“’}"‘" 49'15" i
opportunities _ | 835804l
TODAY —> FUTURE
\_ .
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Future Value VS Present Value MIP?S I.Eﬁ
07 R W i Aol o)

4 )
e Future Value (FV): What an amount 2linll alle aunpw Lo :(FV) atidiwnll doydll e
becomes after earning returns dailall palyig jloiiwl 1)
e Present Value (PV): What future money Sudiwoll glioll doid :(PV) allall dnidll e
is worth in today's dollars pgull Jlgoly laic ipen
e Formula: FV =PV x (1 +i)" FV=PV x (1+i)":aunll »
e Practical Example: $1,000 today at 5% = %5 ailey pgull jllga 1000 : ,lac Jlio ®
return = $1,050 after one year éliw 29y Jllga 1050
o >®
Today Future
(PV) (FV)
- /
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\
* Simple Interest: Calculated only on basd JWI july Je s 1Al BUSLA) @
principal
e Compound Interest: Calculated on 55ally Jlall (uly (e Cn’ 1448 50l BUSLAJN @
principal AND accumulated interest daS| Al
* Example: $100 at 5% for 10 years Slyin 10 8ol 95 83l )V 100 :Jle ©
— Simple: $150 N Y95 150 s -
— Compound: $162.89 1! - 1Y93162.89 :dS e —
 Difference: Interest on interest _oo ISR P 8..\3&':;" @ ,n.)l .
creates exponential growth = Lcol 1903
RN REEE
g Y,
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—
Impact of Compounding Frequency diapnll aailall jlpay puili
e The more frequent compounding, the ciladlell calj aailall jlpaialjlala e
higher returns
e Example: $10,000 at 10% for one year Giw danl %10 aailay jilga 10,000 :Jlin e
— Annually: $11,000 Jiga 11,000 :Ligiw -
— Quarterly: $1 1,038 J_Ug: 11,038 Sg_u_u 1) -
— Monthly: $11,047 jlga 11,047 : s)aun -

— Daily: $11,052 jllga 11,052 :,0qy -

e Small differences compound -
over years
g0 palji) aislipen gay (§jall »
Cilgiwll

Annually Quarterly Monthly Daily
Lgiw SGHw ey (Spal D3

Impact of Compounding Frequency MIDOCEA| N

UNIVERSITY
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Real- World Applications
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e Retirement: How much to save
today?

e Loans: Calculating monthly
payments

e Investments: Comparing different
projects

e Inflation: Impact on purchasing
power

e Business Decisions: Evaluating |

investment opportunities
2

Spgl a1 gl way p4 acldill
dyyaull bLwdlll lua :gagydll «
aalisoll gyjlitall &ijléo :aljloiiwl o
alpinll agall L le pilill ;pAdAill «
Japall pudi:ayjladl aljlpall «

éyjlaiiwlll
a

~N
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Key Takeaways & Decision Making MIDOC Eﬁ
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\
« Money today is worth more than Judiunall (1o dagd 33T agall Jlall @
future money Jadiunoll
» Compound interest creates Lol lgoi (55 duSpall 52541 o
exponential growth
* Inflation reduces purchasin T T
ey P 9 i 31yl Bgall by aduaill *
o Start investing as early as possible 083l )38 Suo yladiawdl luf «
* Apply this concept to every = )h8 IS &9 pogall 3o padiwl ¢
financial decision e o
:]\/_—>
:l\/_-—9
. Y,
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Example - 1: :1-Jbe
Sarah deposits $800 in a savings account with a 6% by.w %6 4S50 85y 895 Ol (B Y93 800 &)l auas
annual compound interest rate. Sarah wants to know the dlg A L.Jl.uu?e.” P ug.iw I JIgadi jlude ddya0 Byl L3
amount of money that will be in the account at the end Ol giaw e
of five years.
Solution - 1: :1 - J=xJI
FV5 = $800 x (1 + 0.06)° = $800 x (1.33823) = $1,070.58 FV5 = $800 X (1 + 0.06)° = $800 x (1.33823) = $1,070.58
This analysis can be visualized on a timeline as follows: : QW g2l e (s Jgdar (Je Jaledl 1dn pgual O
FV5 = $1,070.58
6% Compounded Annually 1
/ l
| | | ] | :
| | | | | |
‘O i 2 3 4 5
End of Year Al dolgs
PV = $800 )




Present Values: General Formula UMmlle?RCSEﬁ I
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PV i PV A
(1471t 1+t

e PV = Present Value Allal) dadll = PV o

e FV = Future Value dlisiial) dadll = FV o

* r = Period interest rate dyia 3l 5 el 3204l Jara = @

* t = Number of periods Cl il dae =t o

Present Value Interest Factor (PVIF) = a -:r)t Teon" (PVIF) 4adlall 4ol ilal) Jalas
\_ ,
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Example - 2: Present Value for a Single Period anl g 3 Alla (A dlal) daghl) 12 - Jtia
Suppose you need $100 in one year to pay the Ao Jal (e aalgale o 52100 S dalss il ya i
down payment for a new car. If you can eam 7% | %7 <usS ¢iSals ol 13 saaall § jluud dad (g0 o o dadal
annually, how much do you need to invest today? 2 )J\ Jumju 4aling o)) Aludll Led g %7
Solution - 1: 1 - Jall
FV 100 FV 100
PV = - - 4 PV = = — 4
(et~ 07y - 29346 (et~ (071 - 20346
93.46 is the present or discounted value of $100 sl 1 §100 (0 4o il of bl Ll 2 9346
to be received at the end of one year ata 7% 907 32 Jonay saal g 4l dlgd A LgaDlind
/
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Example - 3: Present Value for Multiple 833%50 Ol A (9 dJll deudll :3 - JUo
Periods >

If you receive $100,000 five years from now, Lad (53l o Wilgiuw guras> a2y $100,000 il 13]
what is the present value of $100,000 if the duoyall dalSs ils 13] $100,000 J dJlJl dagsll
opportunity cost is 6%? $%6 Lo duadl

R A Jeer FW | diigooes
Formula: RS =mter e $74,725.82 Formula: Bl =nars s $74,725.82

PV = $74,725.82 FV; = $100,000

/ \T sl ddloll dall ,n §74,725.82
— etz 3l $100,000 (o doguasral

Solution - 1: l 1 - g

$74,725.82 is the present or

discounted value of $100,000 A ,
to be received at the end of the 1 2 3 a4 s wl:.]l didl dylgi 9 lgoNiwl i
fifth year at a 6% interest rate. e o 6% 5358 Jas

diwll dlgs

~N
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Example - 4: Present Value for a Single Amount B9 doud dl> § Al doudl 14 - JLio
Layla wants to find the present value of $1700 to be ol (319 $1700 J ddlodl dasdll slmy) (3 I &5
received 8 years from now. Layla’s opportunity cost %8 » uu J 40,3 4aIS5 .Y oo Ol giw 8 - Lgodieel
is 8%. i :
Solution - 1: 11 - S
oY 100 FV 1700
FormUIa' PV S (1+1‘)t = (1.08)8 ey $918'46 FormUIa: PV == (1+1‘)t = (1.08)8 = $918.46
This analysis can be visualized on a timeline as follows: ZngIP'-‘JI e &) Jodar s Judoadl i yg4as oSas
End of Year diudl Ll
I I I I I I I I I
I I I I I I | I |
0 1 2 3 4 5 6 7 8
: \/
PV = $918.46 \__/ FVg = $1,700
/
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Present Values: General Formula

For a given interest rate - the longer the
time period, the lower the present value

What is the present value of $500 to be
received in 5 years? 10 years? The
discount rate is 10%.

Solution - 1;
_ Fv _ 500 _
PV = A+ - (LA0p $310.46
_ FV _ 500 _
PV = A+t - (1.10)0 - $192.77

The relationship between time period and
present value is an inverse relationship

MIDOCEA
UNIVERSITY
\
¢ duiojll 8yiall Clb LalS - (im0 83508 youd duwill
ddll dousll cuasiil
5L,9l3.o&hw|pu$500@.de.Jl.>J|3.m§J|Umln
%10 puadl Jaso Olgiw 10 S lgimw
1-Jdl
_ FVv _ 500 _ iz
PV = A+t - (L10)5 $310.46 :Olgiw :5
_ Fv _ 500 _ o
PV = A+t - (1.10)0 $192.77 :Clgiw 10
duuse ABNe Adlall daddl) g daia 30 5 80y ABMall
,

)
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For a given time period - the higher the interest « 623l8l| you paijl lal$ - diueo duioj 6)ia) duuill
rate, the lower the present value ddlall dausll cunesil
What is the present value of $500 to be received 5 o lgolliwl oy $500 gla) ddboll dousll oo lo
in 5 years if the interest rate is 10%? 15%? £%15 $%10 635lall Ja=o gls 13| Cilgiaw
Solution - 1: :1 - Jadl
FV 500 FV 500
— = = ’ Py = - = $310.46
il 1+7r)t (1.10)> iln 1+7r)t (1.10)° $
FV 500 FV 500
i (1+r)t (1.15)> R0 1+t (1.15)° $
The relationship between interest rate and duuse aslle adlrll dousllg 62il8)l jeuw ju dsilell
present value is an inverse relationship
/

i
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