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O e .

14% 11% 9% 30% Sl

6% 8% 7%  40% e i)l

2% 1% 3% 30% alasil
S Ps Ra Ps x Ra |Ra- ERa (Ra-ERa)*2 Ps x (Ra - ERa)"2
1 0.3 0.09 0.027 | 0.026 0.000676 0.0002028
2 0.4 0.07 0.028 | 0.006 0.000036 0.00001440
3 0.3 0.03 0.009 | -0.034 0.001156 0.0003468
ERa 0.064 0’ 0.0006
o 0.0237

0.37 = 0.064 /0.0237 = (A) Y Jalas

S Ps Rb Ps xRb [Rb-ERb (Rb - ERb)*2 Ps x (Rb - ERb)"2
1 0.3 0.11 0.033 0.042 0.0018 0.0005
2 0.4 0.08 0.032 0.012 0.0001 0.0001
3 0.3 0.01 0.003 | -0.058 0.0034 0.0010
Erb 0.068 0’ 0.0016
o 0.0399

0.58 = 0.068 /0.0399 = (B) <>ia¥) Jales

S Ps Rc PsxRc | Rc-Erc (Rc - ERc)*2 Ps x (Rc - ERc)"2
1 0.3 0.14 0.042 0.068 0.0046 0.0014
2 0.4 0.06 0.024 | -0.012 0.0001 0.0001
3 0.3 0.02 0.006 | -0.052 0.0027 0.0008
Erc 0.072 o’ 0.0023
o 0.0475

0.66 = 0.072 /0.0475 = (C) <Y Jalas
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S Ps Ra Ps x Ra |Ra- ERa (Ra- ERa)*2 Ps x (Ra - ERa)"2
1 0.3 0.09 0.027 0.026 0.000676 0.0002028
2 0.4 0.07 0.028 0.006 0.000036 0.00001440
3 0.3 0.03 0.009 -0.034 0.001156 0.0003468
ERa 0.064 0’ 0.0006
c 0.0237
S Ps Rb Ps xRb [Rb - ERb (Rb - ERb)*2 Ps x (Rb - ERb)"2
1 0.3 0.11 0.033 0.042 0.0018 0.0005
2 0.4 0.08 0.032 0.012 0.0001 0.0001
8 0.3 0.01 0.003 -0.058 0.0034 0.0010
Erb 0.068 0’ 0.0016
o 0.0399
S Ps Rc Ps x Rc | Rc - Erc (Rc - ERc)"2 Ps x (Rc - ERc)"2
1 0.3 0.14 0.042 0.068 0.0046 0.0014
2 0.4 0.06 0.024 -0.012 0.0001 0.0001
3 0.3 0.02 0.006 -0.052 0.0027 0.0008
Erc 0.072 o’ 0.0023
o 0.0475
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Rp = (Wa x Era) + (Wb X Erb) + (Wc X Erc)

Rp = (0.50 X 0.064) + (0.30 X 0.068) + (0.20 X 0.072) = 0.0668

* P el
Ps Ra-ERa| |Rb-ERb| |Rc.Erc
0.3 0.026 0.042 0.068 | Cnesmie S (ol asy)
04 0.006 0.012 0.012
03 0034 0058 | | 05
Ra-ERa|Rb-ERb| Ps |(Ra-Era)(Rb-Erb)(PS)
0.026 0.042 0.3 0.00033
0.006 0.012 0.4 0.00003
-0.034 | -0.058 0.3 0.00059
s st o SIS ooy (ah) 0.00095
Ra-ERa [Rc-ERc Ps |(Ra-Era)(Rc - Erc)(PS)
0.026 0.068 0.3 0.00053
0.006 -0.012 0.4 0.00003-
-0.034 | -0.052 0.3 0.00053
S I g s osall G il 3D 6oy (3,0) 0.00103
Rb-ERb |[Rc-ERc| Ps |(Rb-Erb)(Rc - Erc)(PS)
0.042 0.068 0.3 0.00086
0.012 -0.012 0.4 0.00006-
-0.058 | -0.052 0.3 0.00090
Gl 5 N g ¢ el il i) cov(b,c) 0.00170
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() ) i Y s o Y (i) llas) Aaia g Ll el sl
Al Al el ety Ol e i JE
COV(a,b) = $.Ps[(Ra — ERa)(Rb — ERb))
Adadaal) Cal jail Al (ia a3V
BEN
"JsVI g s miall Gl @ 5 pea W) g s el s e "
I
" g s pdhall Gl g 5 (A g kel G5
i
MU & g piall bl aw 5 gea CEl & g piall G g @ "
I
pe sl (& S50 sl (A D) 0O a2
n
petn el (8 AN 55l (B V) sl a2
n
pein el (& G 056 (& A ) @ 2

_ |(Wa?)(oa?) + (Wb?)(ob?) + (Wc?)(oc?) + 2(Wa)(Wb)cov(a, b)
P = +2(Wa)(Wc)cov(a,c) + 2(Wh)(Wc)cov(b, c)

op=

(0.52)(0.0006) + (0.32)(0.0016) + (0.22)(0.0023) + 2(0.5)(0.3)(0.00095)
+2(0.5)(0.2)(0.00103) + 2(0.3)(0.2) (0.00170)

op = 0.0327 Aada é)\,?.d\ al jady)

45




D Mohammad AL Jumah i) Sl | 3 Lasiia 430l 3 )0

returns on SABIC %

market’s returns % 15 16 14 -2 1
Rai | ERa Rai-Era Rmi | ERm | Rmi-Erm |(Rai-Era)* (Rmi- Erm)
0.1 |0.066 0.034 0.15 |0.088 0.062 0.002108
0.15 [0.066 0.084 0.16 [0.088 0.072 0.006048
0.13 [ 0.066 0.064 0.14 {0.088 0.052 0.003328
-0.1 |0.066| -0.166 |-0.02|0.088| -0.108 0.017928
0.05 |0.066| -0.016 0.01 |0.088| -0.078 0.001248
|Averagei 0.066 Average M|0.088 3 0.03066
Cov(i,m) 0.007665
Rmi- Erm (Rmi- Erm)"2
0.062 0.003844
0.072 0.005184
0.052 0.002704
-0.108 0.011664
-0.078 0.006084
5 0.02948
Variance m 0.00737
cov(am) — V' (Rai-ERa)(Rmi-ERm) n (Rm—ERm)?
(62)m ’ Covam =i, n-1 ) om? =Y, 1

cov(am) _ 0.007665

(6)m  0.00737 =104

1.5 500 4858 ag Uiy dalra 3 %18 (3 saall ddaine 2ile 5 %8 5 yhaliall dajae <l jlaiinl) e diladl (IS 131 -4
G laall dilall Jaze g8 Wb -]
pedl bl s Gl Shlaey -2

Jlall Ja=e Ra = 0.08 + 1.5 * (0.18 — 0.8) = 0.23 .
10=8-18 _hlial) daie ailal) (28U 5 gusd) Ad2das dile = 3oull Hhlia RmM-Rf=10% o

0.15=0.10x1.5 Esd) shlda G pa Uy Jalae = agudl Jhlie Ba*(Rm-Rf) =15% o
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1690 0.65 2600 6

5obalaal) (e (A ilad) Jama aladiialy 548 gl Agakil) BB anads 1Ll

agllal) daal) %4 Jalza 538 0 Agals Cul8ds FEAN]

1226 0.9615 1275 1
1415 0.9246 1530 2
1494 0.8890 1680 3
1436 0.8548 1680 4
1438 0.8219 1750 5
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8345 450810 cBd Adlal) addll £ gana
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AL 2 ) Lagd (580 o sty SAY) Uone Legie a5 US s (3 pcke sl 45 58 o 5

o E g | £ 9 Sl
50,000 40,000 i) 4l
4paal) csbatl) Ala 4,0 csdall) e
15,000 20,000 1
15,000 20,000 2
15,000 20,000 3
15,000 20,000 4
2,200 2,600 § Jaal) i) ady)

3 hlaall e Jall siladl Jaxe ol 5 %9 Alall <l jlaiial) Jh 8 4S8l Jlall Gl 385 () caale 13)
el Jane Jaass 2y M) Al ilia Gl (%20 48 il il cilaiall CadiaY) Jalaa s %4

1Y o sl S

L&Bsial) ailal) Ao s lxall (A e Aacdy £ g sdia JST CADUEAYY Jalaa a1 o

0.130 = 20000/2600 = | & 5 _riall cadEAV) Jalax
0.147=15000/2200 = — g s »&all CadaV) Jalax

LBoal) 3kalaa B e uad iU

%5 = %4 — %9 = 3 hlaall e JNAN ailell — AS AN Sl G, dalse

1Al ARy skl £ g e JST 3kl B Me e (UL
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Lu &5 0.03 = %5 * (0.20/0.130) :§ g s il 3 klaa 3 500
Lu 585 0.04 = %5 * (0.20/0.147) i & s »iall 3 5klas 3 D\
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& S e
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7# 5 palaall 850 ) ol clalhaal)

Cash Flows

dpaml) coladadl)

Capital Budget

Allan ) 45 3) gall

Long-term investment decisions

JaY) Algh jlafiud) < ) 8

Certainty equivalent Al Jalea Jalza
Decision tree DA 3

Risk-adjusted discount rate

5_hlaall Jaral) aadl) Jore
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