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POMEGRANATE JUICE

THE FINANCIAL LITERACY SERIES

Welcome to the State Bank of Pakistan’s Financial Literacy Series (NFLP-Y, or the
National Financial Literacy Program for Youth) Level 3 (Pomegranate Juice). This is
the third in a series of four books aimed at helping both children and young adults
understand and apply principles of financial planning in their daily lives.
In this book, you will follow the stories of two families as they deal with financial and
commercial matters. Financial literacy refers to the skill and knowledge of a person
in handling matters such as saving, managing income, curbing expenses, investing,
borrowing, budgeting and planning. A person who is financially literate will make
better financial plans and decisions for their present and future. Everyone can benefit
from stronger financial literacy skills.
The heroes in our storybook deal with different issues at various stages in their lives.
In the process of reading the story, you will learn how our heroes tackle these issues.
You and your family may enjoy reading this book together.
The books in this series are:
Financial Literacy Series Level 1 (One Pomegranate, Two Pomegranates) Ages 5 – 8
Financial Literacy Series Level 2 (The Pomegranate Tree) Ages 9 – 12
Financial Literacy Series Level 3 (Pomegranate Juice) Ages 13 – 17
Financial Literacy Series Level 4 (The Pomegranate Enterprise) Ages 18 – 29
If you enjoy this book, we encourage you to read all the books in this series!
We wish you happy reading and great success in everything you do!
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HOW TO USE THIS BOOK

Dear Students and Parents,
Welcome to State Bank of Pakistan’s
Financial Literacy Series (NFLP-Y) Level 3:
Pomegranate Juice. This book is written for
adolescents of ages 13 – 17 years but it can
be useful to people of all ages.
Everyone needs to learn about handling
money—earning, spending, saving,
borrowing, planning and many other
things! Here is a fun and easy way to learn
how to handle money.

Students, we hope that you go through
this book with your parents, brothers and
sisters and friends.
Parents, we hope that you go through
this book with your children. They will
learn a lot if you talk to them about your
personal experiences as you go through
this book with them.
This book has three storybooks and
three workbooks. Each workbook is linked
to a storybook.
Please meet the people in our stories.

MEET THE FAMILY IN THE CITY
Shereen is 15 years
old. Her favorite
subjects in school
are math and
science. She and
her cousin Ali have
developed a small
pomegranate
business.

Daniyal is
Shereen’s 13-yearold brother. He
loves playing
cricket and is
also very fond of
animals. He plans
to become a
doctor.

Safdar is Shereen
and Daniyal’s
father. He owns
and runs a fruit
shop.

Rabia is Shereen
and Daniyal’s
mother. She
teaches math
at a local school
and helps her
children with their
homework.
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MEET THE FAMILY IN THE VILLAGE
Ali is 15 years old. He
is Shereen’s cousin.
He likes exploring
and learning about
nature. He takes
care of seven
pomegranate trees
in his spare time.

Nusrat is Ali’s
mother and
Safdar’s sister.
She owns a small
farm where she
lives with her son.

THE WORKBOOKS
The workbooks have four types of content:
These pages provide you
with information about
money matters.

INFORMATION
These pages give
you answers for the
exercises you will
have completed.

SOLUTION

These pages have
exercises. Try to complete
them by yourself or with
your parents, brothers
and sisters, or friends!

ACTIVITY
These pages give you
the meanings of words
related to money
matters.

GLOSSARY

We wish you an enjoyable and fruitful learning journey.
Yours,
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Shereen
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Shereen is 15 years old and her brother Daniyal is 13. They live in
the city with their father, Safdar, and their mother, Rabia.

Their cousin, Ali, who is also 15 years old,
lives on a small farm with his mother,
Nusrat.

Profit and Loss (Rs.)
Category

Year 1
Income

Number of trees
Fruit per tree (kg)

7
30

Total fruit (kg)

210

Fruit price (per kg)

200

Total

42,000
Expenses

2

A few years ago, Shereen and Ali had
started growing pomegranate trees at
the farm. They now have seven trees.

Shereen and Ali sell the fruit at
Safdar’s fruit shop in the city.
They each make some money
from the sale of the fruit.

Total fruit (kg)

210

Transport cost (per
kg)

100

Total transport cost

21,000

Total

21,000

Profit (Loss)

21,000

POMEGRANATE JUICE

Ali is visiting the city.

Shereen, you know more
and more people are
enjoying pomegranate
juice.

That’s true. It is very
good for your health and it
tastes delicious too.

On the way over, I did a bit of research. We
sell our pomegranate fruit at Rs. 200 per
kilo, but, if we sell juice, we can make
Rs. 400 per kilo of fruit.

We will make double the money
per kg of fruit we sell. What will it
cost us to start selling juice?

We will need to buy a
pomegranate juicer for
Rs. 12,000. Plus, you will
need to do a lot more
work at Safdar
Mamu’s shop.

Shereen and Ali calculate the
income, expenses and profit
for if they just sell fruit or if
they sell both fruit and juice.
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When we first started, I had to do more work at the farm,
and you gave me a 50% share in the business which was
more than my share of the investment. You should get a
bigger share this time.
Why don’t we split the shares fifty/fifty?

Ali, this makes sense. I’m willing
to put in the extra work, but I only
have 3,600 rupees in savings. Can
you invest the remaining 8,400
rupees we need to buy the juice
maker? You should take a 70%
share in the business and I will take
30%. This will be in line with the
money we put in.

Okay, great.
That’s very fair.
Let’s go for it!

Profit and Loss (Rs.)
Category

Year 1

Income
Income from fruit sales

25,200

Income from juice sales

33,600

Total

58,800
Expenses

Total transport cost

21,000

Juice equipment expenses

12,000

Total

33,000

Profit (Loss)

25,800
Prof it Share

4

Shereen's profit share

50%

Ali's profit share

50%

Profit to Shereen

12,900

Profit to Ali

12,900

Profit

25,800

The cousins agree. They buy their juice
machine and get started. The business
grows well, and a lot of their fruit is being
sold as juice. They are making more
money than before. Safdar is very happy
too.

POMEGRANATE JUICE

Well done, Ali and Shereen!
You made a proper financial
plan and invested extra money
after that. Now you are
making even more money
than before.

Thank you, Safdar mamu. It has
happened because we can sell from
your shop without hiring people or
paying rent.

Thank you both. Our planning, investment
and work has given us a good reward. Ali,
we should discuss growing our business.

Let’s do that.
Onwards and upwards.
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INCOME: PERSONAL INCOME AND
EXPENSES

PERSONAL INCOME

WAGES AND
SALARIES

GIFTS

PROFITS FROM
BUSINESS

PROFITS FROM
INVESTMENT

Income may include:
▶▶ Wages and salaries (e.g., Rabia has a
salary as a teacher, and Salim gets an
hourly wage for transporting fruit)
▶▶ Gifts from others (e.g., Safdar and
Rabia give the children pocket money)

▶▶ Profits from business (e.g., Safdar gets
a profit from his fruit shop)
▶▶ Profits from investment (e.g., profit
received on savings in a savings
account)

PERSONAL EXPENSES

FOOD AND
HOUSEHOLD

RENT, UTILITIES,
ETC.

EDUCATION AND
HEALTH

ENTERTAINMENT,
LUXURIES, ETC.

Expenses may include:
▶▶ Food and household expenses (e.g.,
Safdar buys vegetables, medicine and
cleaning products from the shop)
▶▶ Rent, electricity and gas

▶▶ Education fees and doctor fees
▶▶ Entertainment, luxuries and gifts (e.g.,
Safdar and Rabia pay for movie tickets
for the whole family)

The most important financial aim of a family is that, for any given period, income
should be greater than expenses.
income
expenses
wages

pocket
money
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INCOME: BUSINESS INCOME AND
EXPENSES
A business has income from different sources and expenses of different types.

BUSINESS INCOME

PRODUCT SALES

PROFITS FROM
BUSINESS

SERVICE FEES

Income may include:
▶▶ Selling products (e.g., a shop sells fruit)
▶▶ Providing services (e.g., a lawyer provides legal advice)
▶▶ Licensing assets (e.g., Microsoft licenses its Word and Excel systems)

BUSINESS EXPENSES

WAGES AND
SALARIES

BUILDINGS, EQUIPMENT, ETC.

RENT, UTILITIES,
ETC.

Expenses may include:
▶▶ Wages and salaries of employees
▶▶ Buildings, equipment and other
assets needed to run the business
(these are also called ‘capital
expenses’)

▶▶ Rent, utilities, transport and
payments for products and
services (these are also called
‘operating expenses’)

The most important financial aim of a business is that, for any given time period,
income should be greater than expenses.

8

assets
licensing
salary

capital
expenses
operating
expenses
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INCOME: INCOME AND EXPENSES
Identify which activities are income and which are expenses:

Income

1.

Rabia buys vegetables for dinner.

2.

Safdar sells 40 kg of fruit on Thursday.

3.

Ali gets pocket money from his mother, Nusrat.
(What is this from Ali’s point of view?)

4.

Nusrat gives her son Ali pocket money. (What is
this from Nusrat’s point of view?)

5.

Safdar’s fruit shop has sales of Rs. 80,000 in
January.

Expense

profit

9

pocket money
The solution to this exercise can be found on page 91
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INCOME: SOURCES OF INCOME
What are some of your, your family members’ or your friends’ sources of
income for one month?
Details

10

1.

Profits from business

2.

Earnings from investments

3.

Wages

4.

Gifts
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INCOME: INCOME, EXPENSES,
SAVINGS AND PROFIT

PROFIT AND LOSS
INCOME

–

EXPENSES

=

INDIVIDUAL
SAVING

INCOME

–

EXPENSES

=

BUSINESS
PROFIT (LOSS)
e.g.

Rs.
Income

1,200
Income

900

–
–

Expenses

1,000
Expenses

1,000

=
=

Profit

200
Loss

(100)

In the case of an individual, if income is greater than expenses, he or she will have
savings.
In the same way, in the case of a business, if income is greater than expenses, it will
have a profit.
But, in the case of a business, if expenses are greater than income, it will have a loss.
Usually, a loss is written within brackets. In our example, profit is written as '200' and
loss is written as '(100)'.
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INCOME: INCOME, EXPENSES,
PROFIT AND LOSS
The most basic calculations in a business relate to:
1. Income – price of goods sold x quantity of goods sold; and
2. Expenses – cost of goods bought x quantity of goods bought.

INCOME, EXPENSES AND PROFIT
INCOME

–

EXPENSES

==

PROFIT
(LOSS)
e.g.

Rs.
Items sold

INCOME

100

Items bought

EXPENSES

100
Income

PROFIT

1,200

x
x
_

Price

12
Cost

10

=

1,200

=

1,000

=

200

Expenses

1,000

In the case of income, multiply the number of goods sold by the price at which you
sold these goods. In our example, 100 items were sold at Rs. 12 each. This resulted in
income of Rs. 1,200.
In the case of expenses, multiply the number of goods bought by the price at which
you bought these goods. In our example, 100 items were bought for Rs. 10 each. This
resulted in expenses of Rs. 1,000.
This is the basic calculation of a business. But there are other expenses too: salaries,
equipment, rent, etc. We have provided you a simple example here.
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INCOME: BUSINESS LOSS, BREAK
EVEN AND PROFIT
Because it takes time to get customers, businesses often start with losses, then
go to break even and then to profits.

▶▶ Loss: Often, in the early years of a business, expenses will be more than income.
This will result in a loss. To have enough money to cover losses, business owners
will invest money in the business.
▶▶ Break Even: Once there are enough customers and income increases, a wellmanaged business will get to break even. At this point, income and expenses
equal each other. Business owners will plan for businesses to get to break even
as fast as possible.
▶▶ Profit: If businesses are well-managed, as they grow customers and income,
their expenses will grow less slowly. This will result in profits. Business owners
will keep some of the profit in the business to grow in the future or to cover
losses that may happen in the future.
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INCOME: SHEREEN AND ALI’S
PROFIT AND LOSS
Help Shereen and Ali calculate their profit or loss:

Profit and Loss (Rs.)
No.

Category

Year 1

Income

1.

Number of trees

2.

Fruit per tree (kg)

3.

Total fruit (kg)

4.

Fruit price per kg

5.

Total income

7
30

200

Expenses

7.

Total fruit (kg)

210

8.

Transport expenses per kg

100

9.

Total expenses

10.

Profit/Loss

transport

14
The solution to this exercise can be found on page 91
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INCOME: JUICE BUSINESS
Help Shereen and Ali calculate their profit and loss if 40% of their sales come from
juice, and a juice machine costs Rs. 12,000:

Profit and Loss (Rs.)
No.

Category

Year 1
Income

1.

Total fruit (kg)

210

2.

Fruit price per kg

200

3.

Juice price per kg

400

4.

% of fruit sold as fruit

60%

5.

% of fruit sold as juice

40%

6.

Income from fruit sales

7.

Income from juice sales

8.

Total
Expenses

9.

Total fruit (kg)

210

10.

Transport expenses per kg

100

11.

Total transport expenses

12.

Juice equipment expenses

13.

Total

14.

Profit (Loss)

21,000
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The solution to this exercise can be found on page 92
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INCOME: RISKS AND REWARDS OF
TWO BUSINESSES
Help Shereen and Ali discuss the risks and rewards of the fruit and juice business:

Profit & Loss Comparison
Year 1

Fruit Only

Fruit & Juice

Income
1.

Total fruit (kg)

210

210

2.

Fruit price per kg

200

200

3.

Juice price per kg

0

400

4.

% sold as fruit

100%

60%

5.

% sold as juice

0%

40%

6.

Income from fruit sales

42,000

25,200

7.

Income from juice sales

-

33,600

8.

Total

42,000

58,800

Expenses

16

9.

Total fruit (kg)

210

210

10.

Transport cost per kg

100

100

11.

Total transport cost

21,000

21,000

12.

Juice equipment cost

0

12,000

13.

Total

21,000

33,000

14.

Profit (Loss)

21,000

25,800
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INCOME: RISKS AND REWARDS OF
TWO BUSINESSES
Using the table on the previous page, discuss the following:
1. Which business needs more investment? How much more investment?

2. Which business earns more reward, or profit?

3. Which business involves more risk?

4. What is the relationship between risk and reward? Does higher risk always lead
to higher reward?

risk
reward

17
The solution to this exercise can be found on page 93
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INVESTMENT: SHARING PROFITS
We can divide the profits
from a business in different
ways.
In our example, Shereen
and Ali put in money
(invest) to expand their
business by buying a juice
maker. Apart from the
money needed to purchase
the juice maker, Shereen
puts in a lot of extra
work by taking out the
pomegranate seeds and
extracting the juice.
In Example A, the profits
are only shared by Shereen
and Ali as investors of
money.

Example A

In Example B, the profits
are shared by Shereen and
Ali as investors of money
PLUS Shereen gets an
added share of the profits
because of her extra work.

investment
harvest

18
Example B
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INVESTMENT: CALCULATING PROFIT
SHARE BY INVESTMENT
Let’s see how to calculate profit share by investment only. In our story, Shereen
and Ali invest Rs. 12,000 to buy a juice maker together. Shereen puts in 30% of the
money, and Ali puts in 70%. The business makes a total profit of Rs. 25,800.

Profit Share Based on Financial Investment
Amount of money
put into the
business.

The division
of profit as a
percentage of total
investment

Shereen
1.

Total Profit (Rs.)

2.

Investment (Rs.)

3.

Profit Share (%)

4.

Profit Share (Rs.)

Ali

Total
25,800

3,600

8,400

12,000

30%

70%

100%

7,740

18,060

25,800

The % of
investment
multiplied by the
total profit.

STEP 1:

Calculate the amount of money that
each person put in the business as a % of
total investment (Rs. 12,000). Shereen put
in 30% and Ali put in 70%.

STEP 2:

Use the same % to calculate their share
of profits. The total profit is Rs. 25,800.
If we use the same %, Shereen will get
30% (Rs. 7,740) and Ali will get 70% (Rs.
18,060).

profit share
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INVESTMENT: CALCULATING PROFIT
SHARE BY INVESTMENT AND WORK
Let’s now see how to calculate profit share by investment and work.
In this example, Shereen puts in a total of Rs. 3,600 and Ali puts in a total of Rs. 8,400.
This is the total amount of their financial investment.
But because Shereen also ‘invests’ in the business by putting in extra work, the
cousins agree that both Ali and Shereen will share equally in the profits.
The business made a total profit of Rs. 25,800.

Profit Share Based on Financial Investment
and Work
Amount of money
put into the
business.

The % of profit
share as agreed by
Shereen and Ali.

Shereen
1.

Total Profit (Rs.)

2.

Investment (Rs.)

3.

Profit Share (%)

4.

Profit Share (Rs.)

Ali

Total
25,800

3,600

8,400

12,000

50%

50%

100%

12,900

12,900

25,800

The % of investment multiplied by the total profit.

Use the % agreed by Shereen and Ali to calculate their share of the profits. The total
profit is Rs. 25,800. If we use the agreed %, Shereen will get 50% (Rs. 12,900) and Ali
will also get 50% (Rs. 12,900).

20
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INVESTMENT: FAIRNESS VS.
PRACTICALITY
In financial planning, we often need to think about fairness and practicality.

FAIRNESS

PRACTICALITY

Are my actions fair to all
involved?

Will my actions help me meet
my goals?

Most of the time, it is BOTH fair and practical to take an action.

Action

Fairness

Practicality

If one business partner
puts in more work than
the other, the first business
partner gets extra shares or
benefits.

This is fair because the first
business partner has put in
more work.

This is practical because if
you do not give extra shares
or benefits to the first
business partner, they may
put in less work.

If you have a commitment
to one person (e.g., to sell a
product), don’t break that
commitment even if you
find a short-term benefit
elsewhere (e.g., someone
offers you more money for
the same product).

This is fair because you
have made a commitment
and the first person trusts
you will live up to your
agreement.

This is practical because
if you break your
commitment, you will lose
the trust of the first person.
Over time, other people
may also lose trust in you.

21
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INVESTMENT: PROFIT SHARING
AND FAIRNESS
Here are two examples of profit sharing. In the first example, Shereen and Ali share
profit based only on financial investment. In the second example, they share profit
based on financial investment and work.

Profit Share Based on Financial Investment

1.

Profit Share (%)

2.

Profit Share (Rs.)

Shereen

Ali

Total

30%

70%

100%

7,740

18,060

25,800

Profit Share Based on Financial Investment and Work

3.

Profit Share (%)

4.

Profit Share (Rs.)

Shereen

Ali

Total

50%

50%

100%

12,900

12,900

25,800

Based on these examples, answer the following questions:
1. Should Shereen and Ali have divided the profits by financial investment only or
by financial investment plus work?

2. Which approach is more fair? Why?

3. Which approach makes more financial sense? Why?

4. Would your answer be different if Shereen was taking a salary for her work?

22

The solution to this exercise can be found on page 93
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Shereen is very happy. She has used Ali’s and her money to
buy an old-fashioned, high-quality juice maker. She has set it
up at Safdar’s shop with a ‘for sale’ sign.

FOR

SALE

Salaam beta.
Well, you’re 15 years old
now and Daniyal is 13.
You are both doing well
in your studies and it is
important that you are
able to go to university
after school. So, I’m
making a savings
plan.

When she comes home, she finds her
mother Rabia is doing some accounts.

Salaam, Ammi. What are
you doing?

That is so wonderful!
May I help?

Yes, of course. I need your help
to both make the plan and to
reach our savings goal.

Let’s see how much
money we will need and
when we will need it. The
first part of a savings plan
is to set a savings goal.

24

University
fees and expenses for one student
are about 300,000 rupees a year for 4 years.
And there are two of us. That is 2,400,000
rupees or 24 lakh rupees in total. Wow,
that’s a lot of money!

PLANNING FOR UNIVERSITY

8

For two years, Daniyal
and I will be in university
at the same time. In
these two years, there
will be university fees to
pay for two people.

Since Daniyal
will finish university in 8 years, we will
need to save 300,000 rupees a year to meet
our goal to send you both to university. If we start
saving now, we might be able to manage.

Very good, Rabia and Shereen, you have worked
out how much we need to save. Have you decided
where you will save the money?

That evening, when Safdar
got back, they looked at the
savings plan.

Well, this saving is for a
long-term goal. We won’t
need the money until 3 years
later. I think we should put it in
a bank savings account.

25
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Good idea! That way,
the money will be safe.
And, of course, by saving
the money in a savings
account, we will earn a
profit on our savings.

Safdar and Rabia then calculate how much they can save.

Well, my lovely family, it looks
like we can save 240,000 rupees per
year. That is 60,000 rupees short of our
savings goal of 300,000 rupees a year.

FOR

SALE

I will make more than
12,000 rupees each year as
my share of Ali’s and my fruit
and juice business. I can add
10,000 rupees to our university
savings every year.

26

Thank you! Every little bit counts. We
need to save some money by cutting out
some unnecessary expenses. I can lower
our expenses by 20,000 rupees a year.

PLANNING FOR UNIVERSITY

And I really like what Shereen
and Ali are doing. I am going
to expand my fruit shop so we
sell all kinds of fruit juices. That
will give us an extra income of
at least 30,000 rupees per year,
maybe a lot more.

The family calculates
that by increasing
their income by Rs.
40,000 and lowering
expenses by Rs.
20,000 they can meet
their savings goal of
Rs. 300,000.

I am so happy! Ammi, I will
study hard. Abba, I will also
help you grow your business.

27
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SAVINGS: TYPES OF GOALS

Short-Term
Savings Goals

(can be achieved in fewer
than 6 months)

Medium-Term
Savings Goals

(may take from 6 months
to 3 years to achieve)

Safdar wants to hire
someone to repaint his
house next winter.

1.

Daniyal wants to buy some
halwa this week.

2.

Rabia wants to buy Shereen Daniyal and Shereen want
a toy for her birthday next
to buy a juice machine in 1
month.
year.

3.

Safdar needs money to get
his fridge within 6 months.

Ali wants to buy 6 more
pomegranate trees in 7
months.

Long-Term
Savings Goals

(require 3 years or more
to achieve)

Nusrat wants to build a
large greenhouse to grow
vegetables in 5 years.
Shereen wants to go to
university in 6 years.
Safdar wants to buy a
home for his family in 10
years.

29
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SAVINGS: TYPES OF GOALS
Which of these are short-term, medium-term and long-term goals?
Person

Amount to
be saved
(Rs.)

Amount
saved each
month (Rs.)

How many
months

ShortMedium- or
Long-term?

1.

Rabia

25,000

2,083

12

2.

Safdar

100,000

5,000

20

3.

Daniyal

2,500

1,250

2

4.

Shereen

400,000

6,666

60

30
The solution to this exercise can be found on page 94
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SAVINGS: SAVINGS GOAL
A well-developed savings goal usually involves three things: (1) the purpose of your
savings goal; (2) the amount of money to be saved; and (3) the time period in which
you want to reach your savings goal.

PURPOSE

SAVINGS
GOAL

TIME

AMOUNT

▶▶ Purpose: the reason you want to save. E.g., “I want to buy a bicycle.”
▶▶ Amount: the amount of money you want to save. E.g., “I want to save Rs. 20,000.”
▶▶ Time: the time period within which you want to reach your savings goal. E.g., “I
want to save Rs. 20,000 in 3 months.”
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SAVINGS: SAVINGS PLAN
A savings plan allows you to meet a savings goal.

How much
money you
want to save
The period
of time over
which you
will save

Your
savings in a
given period

Savings Plan
1.

Savings goal

2.

Period

Now

3.

Income

4.

Expenses

5.
6.

Savings per
month
Total savings

10,000
Month 1

Month 2

Month 3

-

20,000

20,000

20,000

-

16,000

20,000

17,000

-

4,000

0

3,000

7,000

7,000

10,000

3,000

The sum of your
savings

For example, Rabia makes a savings plan to buy a tablet for Rs. 10,000 within the
next 3 months.
She currently has savings of Rs. 3,000.
She has a monthly income of Rs. 20,000.
In the first month, she can save Rs. 4,000. Her total savings grow to Rs. 7,000.
In the next month, her expenses are Rs. 20,000, the same as her income. She has no
savings. Her total savings stay at Rs. 7,000.
In the third month, she cuts her expenses to Rs. 17,000 and saves Rs. 3,000.
Therefore, after 3 months, her total savings reach Rs. 10,000 and she is able to buy
the tablet.
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savings plan
savings goal
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SAVINGS: SAVINGS AND
WITHDRAWALS
Sometimes, you need to take money out of your savings. This is called a withdrawal
(i.e., taking money out of your savings, whether at home or your bank account). You
can use the term ‘withdrawal from savings’ even if you save at home.

Savings Plan
1.

Savings goal

10,000

2.

Period

Now

3.

Income

-

4.

Expenses

5.

Savings per month

6.

Total net savings

Month 2

Month 3

20,000

20,000

20,000

-

16,000

22,000

17,000

-

4,000

(2,000)

3,000

9,000

7,000

10,000

5,000

The sum of your savings
minus your withdrawals.

Month 1

In finance, negative numbers are often
written in brackets. This means we have
to subtract these numbers.

For example, Rabia makes a savings plan to buy a tablet for Rs. 10,000 within the
next 3 months.
She currently has savings of Rs. 5,000.
She has a monthly income of Rs. 20,000.
In the first month, she can save Rs. 4,000. Her total savings grow to Rs. 9,000.
In the next month, her expenses are Rs. 22,000, which is Rs. 2,000 MORE than her
income. She has to WITHDRAW Rs. 2,000 from her savings to meet her expenses.
Her total savings go down to Rs. 7,000 (Rs. 9,000 – Rs. 2,000).
In the third month, she cuts her expenses to Rs. 17,000 and saves Rs. 3,000.
Therefore, after 3 months, her total savings reach Rs. 10,000 and she is able to buy
the tablet.

withdrawal
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SAVINGS: SETTING A SAVINGS GOAL
A savings plan allows you to meet a savings goal (i.e., how much money to save).
Rabia and Shereen are making a family savings plan to save money to send Shereen
and Daniyal to university.
University fees and expenses for one student are about Rs. 300,000 a year for 4 years.
Shereen starts university in 3 years (Year 3) and Daniyal starts university in 5 years
(Year 5).
Help Rabia and Shereen calculate the total amount they will need to save:
Children University Expenses (Rs.)
Child

Year 1

Year 2

1.

Shereen

-

-

2.

Daniyal

-

3.

Total

-

Year 3

Year 4

Year 5

300,000

300,000

300,000

-

-

-

300,000

-

300,000

300,000

600,000
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Year 6

Year 7

Year 8

-

-

Total
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SAVINGS: CALCULATING ANNUAL
SAVINGS
The family will need to save Rs. 2,400,000 to send Shereen and Daniyal to university.
They have 8 years to do this.
Help Rabia and Shereen complete their table, which shows how much they need to
save on average each year:

Children University Expenses (Rs.)
Child

Year 1

Year 2

1.

Shereen

-

-

2.

Daniyal

-

-

3.

Total

-

-

4.

Year 3

Year 4

300,000

-

300,000

-

300,000

300,000

Year 5

Year 6

Year 7

Year 8

-

-

Total

300,000

300,000

1,200,000

300,000

300,000

300,000

300,000

1,200,000

600,000

600,000

300,000

300,000

2,400,000

Annual
savings

Annual savings =

Total savings goal
Number of years
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FINANCIAL PLANNING: BASICS OF A
BUDGET
You have already been dealing with budgets.
A personal budget is an estimate of income, expenses and savings over time.
A business budget is an estimate of income, expenses and profit or loss over time.
Safdar's & Rabia's Family Budget (Rs.)
May

June

July
All income from
different sources

Income
1.

2.

Safdar's income from the

65,000

fruit shop

54,000

78,100

budget

Rabia's income from
teaching

3.

Profit from savings in bank

4.

Total income

20,000

20,000

20,000

-

192

436

85,000

74,192

98,536

5.

Rent

15,000

15,000

15,000

6.

Food & household items

12,000

14,000

11,000

7.

bills

8,000

7,000

9,000

8.

Transport

7,000

6,000

6,728

9.

Education

8,000

8,000

8,000

10.

Health

1,000

3,000

4,000

11,000

15,000

14,000

62,000

68,000

67,728

11.
12.

Clothes, entertainment, gifts,
etc.
Total expenses

Note that some income
and expenses lines are
the same each month.
These are called fixed
income items or fixed
expense items.
Note that some income
and expenses lines
change from month-tomonth. These are called
variable income items
or variable expense
items.

Savings for a given
month

Savings
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variable income

All expenses from
different sources

Expenses

Electricity, water & mobile

fixed income

13.

Net monthly savings

23,000

6,192

30,808

14.

Total savings

23,000

29,192

60,000
Monthly savings
LESS monthly
withdrawals
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SAVINGS: UNDERSTANDING FAMILY
BUDGETS
Safdar, Rabia and Shereen look at their family budget for the past three months.
Based on their family budget, on the previous page, answer the following
questions:
1.

What are their total savings in 3 months?

2. If this pattern is the same for the whole year, how much will they save in one year?

3. Which income line shows the most variable income? Why?

4. Which income is a fixed income?

5. Which two expenses are fixed expenses?

6. If they want to save more, which expense line can they reduce the easiest?
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EXPENSES: WILL YOU MAKE MONEY?
You spend money on many things. Some of your expenses will help you make
money. Other expenses will not.

EXPENSES

INCOME-MAKING

Income-making expenses are
expenses that help you make
money.

expenses
income
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NON-INCOME-MAKING

Non-income-making expenses are
expenses that do not earn you any
money.
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EXPENSES: BUYING A FRUIT TREE
For example, imagine that you spend money to grow a tree.
1.

You could grow a fruit tree and make money by selling the fruit.

2. You could also grow a fruit tree and enjoy eating the fruit without selling any
of it.
3. You could also grow a tree without edible fruit just to enjoy its beauty.
Which type of expense will be easier for most people to bear?
Most people will find it easier to spend money to grow the fruit tree if they can make
money by selling the fruit. This is because it is an income-making expense.
If they sell the fruit, some of the money they spend to grow the tree will come back
to them.
If they eat the fruit, they will enjoy it, but the money they spend to grow the tree will
not come back to them, but they will have savings because they will buy less fruit.
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EXPENSES: WILL SHEREEN’S FAMILY
MAKE MONEY?
Choose whether or not the following expenses will allow Shereen’s family to earn
money:

Earns Money

1.
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Shereen buys a notebook for her school
homework.

2.

Shereen spends money to print a poster that
invites students to take tuitions from her.

3.

Ali spends money to put fertilizer on a fruit tree
from which he will sell the fruit.

4.

Ali spends money to put fertilizer on a fruit tree
from which he will eat the fruit.

5.

Nusrat buys a sewing machine to make clothes
to sell.

6.

Nusrat buys a sewing machine to make clothes
for Ali and herself.

The solution to this exercise can be found on page 96

Does NOT
Earn Money
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EXPENSES: WILL YOU MAKE
MONEY?
List some of your, your family members’ or your friends’ expenses.
Can you tell if these expenses earn money or don’t earn money?
Earns Money

Does NOT
Earn Money

1.

2.

3.

4.
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EXPENSES: NECESSARY AND
UNNECESSARY
You can have two kinds of expenses. You can have necessary expenses and you can
have unnecessary expenses.

EXPENSES

NECESSARY
(FOR NEEDS)

Some things are very important and
you must have them. Having these
things meets human needs. For
example, going to school and eating
lunch are both needs. Expenses
that meet needs are necessary
expenses.

UNNECESSARY
(FOR WANTS)

Some things are not important, but
make you happy so you want to
have them. They are called wants.
For example, buying a new toy and
eating ice cream are both wants.
Expenses that meet wants are
unnecessary expenses.

If you don’t have enough money, it is better to cut unnecessary expenses than
necessary expenses.

42

necessary expenses
unnecessary expenses
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EXPENSES: DEALING WITH
NECESSARY AND UNNECESSARY
EXPENSES
The family has an annual university savings goal of Rs. 300,000, but it looks like they
will only save Rs. 240,000.
Safdar will work to add Rs. 30,000 more from his business, and Shereen will put in
Rs. 10,000 from her fruit business.
Help Rabia reduce the family's annual expenses and save Rs. 20,000.

Safdar & Rabia's Family Expenses (Rs.)
Year 1
Other Expenses
1.

Rent

180,000

2.

Food & household items

156,000

3.

Electricity, water & mobile bills

96,000

4.

Transport

78,000

5.

Education

96,000

6.

Health

24,000

7.

Total

630,000
Clothes, Entertainment, Gifts, Etc

8.

Clothes

18,000

9.

Dining out

10,000

10.

Family travel

22,000

11.

Sweets

9,000

12.

Toys

8,000

13.

Pocket money for children

12,000

14.

Gifts for relatives

8,000

15.

Charity

8,000

16.

Cigarettes

17.

Bangles, earrings, etc.

18.

Total

120,000

19.

Total expenses

750,000

16,000
9,000

Which expenses will you cut? Which are the least necessary expenses?
The solution to this exercise can be found on page 97
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EXPENSES: YOUR UNNECESSARY
EXPENSES
List some of your, your family members’ or your friends’ expenses.
Can you tell if these expenses are necessary or unnecessary?

Necessary

1.

2.

3.

4.
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Unnecessary
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SAVINGS: BANK VS. HOME
A big question you should ask yourself is if you want to save money at home or in a
bank.

Saving Options

These are some questions you should ask when deciding where to save money.

Will the money be
easy to get when I
want to spend it?

Will the money make
an income?

Will the money be
easy to transfer?

Will the money be safe
from theft or natural
disasters?
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SAVINGS: BANK VS. HOME
Help Shereen decide whether saving at home or in a bank is better.

At Home

1.

2.

In a Bank

Safety

Makes money

3.

Easy to transfer money to another city

4.

Easy to get to money

Where should she save her money?

transfer
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The solution to this exercise can be found on page 97
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SAVINGS: BANK VS. HOME
The benefits of saving money in a bank:
1. Your money earns an income

3. Your money is easy to transfer

The mark-up rate offered by banks on
a savings account allows you to earn
an income on your deposited savings.
For example, if you deposit Rs. 100 in a
savings account with an annual markup rate of 10%, you will earn an income
of Rs. 10 in the coming year.

It is easy to transfer money from one
person to another by using bank
accounts. Mobile and branchless
banking have also made everyday
banking tasks like funds transfer and
bill payment much more convenient to
perform.

2. Your money is safe

4. Your money is easy to get to if you
want to spend it

Banks spend a lot of money on
making sure that their operations
and computer systems are safe. Your
savings are much more secure from
theft and natural disasters when
deposited in a bank.

It is easier to get to your money if you
save it at home, but this means leaving
the house with a lot of money in your
pocket every time. Having a bank
account allows you the convenience
to use a debit card to withdraw
money from an ATM or pay a seller
directly through your current account.
With the increasing usage of mobile
payments and banking, and more
retailers accepting e-payment transfers,
accessing your money and making a
purchase has become easier than ever.

In summary
Banks keep your money safe, they make it easy for you to make transfers and
payments, they pay you for every rupee you keep in a savings account and they
allow you convenient access to your money through ATMs and mobile banking.

debit card

funds transfer

withdraw

savings account

ATM

deposit

mobile banking
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INFLATION: AN INTRODUCTION
Inflation is the steady increase in prices of goods and services over time. The
inflation rate is the rate at which the price of a basket of commodities goes up each
year. Usually, in Pakistan, prices (and inflation) go up every year. This means that,
using Pakistan’s inflation rate, if Rs. 100 bought you 10 pomegranates in the year
2000, Rs. 100 will buy you about 2.8 pomegranates in the year 2016.

It also means that, using Pakistan’s inflation rate, if you bought 10 pomegranates for
Rs. 100 in the year 2000, you would pay about Rs. 350 for the same 10 pomegranates
in 2016.
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Because inflation is related to a rise in prices, you need to think about how much
income you will need to earn and what you will need to spend every year as prices rise.
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INFLATION: THINKING ABOUT
INFLATION
Inflation relates to rises in prices.
Separate the true and false statements below.
True

1.

Rabia has a fixed salary of Rs. 20,000 per month. If
there is inflation, she will be able to buy more things
with that salary.

2.

Shereen can buy a book for Rs. 200 today. If there is
inflation, the same book will cost more in the future.

3.

Shereen wants to save money to buy a book in 1 year.
The book costs Rs. 200 today. If there is 10% inflation
of the price of the book every year, she will need to
save Rs. 220.

4.

Safdar increases the sale price of his fruits at the rate
of inflation every year. This means the income from
his shop will go down every year.

False

basket of
commodities
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FROM FRUIT TO JUICE

FROM FRUIT
TO JUICE
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FROM FRUIT TO JUICE

Shereen and Ali have invested in a juice maker and their business has been doing well. Last week, she
helped her mother and father put together a savings plan for university expenses for her and her brother.

FOR

SALE

She starts thinking about the importance of university and how much effort it will take her parents to pay for
the university expenses.

I could make some more money from the juice business in the short-term,
but this may affect my long-term plans to get a business degree.

That weekend,
Shereen and her
family travel to the
village and she
speaks to Ali.

Ali, I know we had talked about growing the business. But if we do that my
studies will suffer. My parents have made a savings plan to pay for Daniyal
and my university expenses. It’s a lot of money!

My mother will have to make even greater sacrifices to put me through
university. I think we should both focus on our studies. We can
continue our business as it is, but we should not grow it.
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Ali, we are thinking alike! Abba wants to expand his
business and start selling fruit juice. We can help
him without taking up too much time!

That is a good idea! That way, we
can do well in our studies and also
learn a little more about business in our
spare time.

You see, all costs are rising. Even
if I grow my fruit business and
sell more fruit each year, I may
make only the same amount
of money or even less in the
next few years.

Next week, Shereen
asks Safdar if she
can help him grow
the business.

Yes, beta. That will
be most welcome.
I know you are
interested in
business studies
and this will also be
a good way for you
to learn.

Year 3

But Abba, if you sell
pomegranate juice, you
can make 400 rupees per
kg instead of 200 rupees.
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Very true! But I am planning to grow the business further! I will
buy four big juice makers and some juice bottling machinery.
That way, I can bottle and sell the juice! I have checked with
three suppliers. I will need 12 lakh rupees and I don’t
have the money!

Can you borrow
the money from
the State Bank of
Pakistan?

No, the State Bank manages our country’s money
and they supervise all the banks in the country. We don’t
borrow money directly from the State Bank. But I will be
talking to some banks about a loan.

Two weeks later, Ali is in
town. Safdar has visited
three banks.

Total

Okay, Shereen and Ali. The best
loan I can get is for the entire 12 lakh
rupees. I will need to pay back the loan
amount in two years and I will need
to pay a 15% mark-up as well. Help me
calculate if I should do this.
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Shereen and Ali help Safdar work out a budget of how the business will do over 3 years if they start
selling juice.

Year 3

Abba, you will make less
money in the first year,
because you will have to pay
off the bank loan.

Excellent,
children! You
have helped
me a lot. I am
going to grow
the business
with a bank
loan.

After completing terms to buy the
equipment, Safdar realizes that the
seller has mistakenly not added in the
cost of transport (Rs. 50,000).

But Mamu, your profits
will go up a lot in the third
year after you have paid off
the loan.

On the opening day of the juice business,
Safdar gives the first two bottles of juice
to Shereen and Ali.

Thank you, Shereen and Ali! I am so
proud today. I am going to make sure
you both go to university. Look how
far we can go with planning and
cooperation.

We love
helping you, Safdar
mamu.
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Safdar calls the seller and tells him
about the mistake. The seller is so
grateful, he sticks to the final price.

FROM FRUIT TO JUICE
WORKBOOK
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FINANCIAL PLANNING: EDUCATION
GOALS
When Shereen and Ali realize how much money their parents need to save to help
them go to university, they decide to not grow their fruit business and instead focus
on their studies.

For many families, their largest investment is buying a family home. Their most
expensive investment after that is paying for their children’s education.
While parents invest money in their children’s education, the children themselves
invest in their education through focus and effort.
Daniyal wants to become a doctor. To get his doctor’s degree (Bachelor of Medicine
and Bachelor of Surgery (MBBS)), he will need to study for about a total of 17 years.
Shereen and Ali are interested in a career in business. While people can sometimes
succeed in business with just some education, these days young people who are
starting off their business career obtain an advanced business degree (Master of
Business Administration (MBA)). To get their MBA degrees, Shereen and Ali will
need to study for about a total of 18 years.

56

FROM FRUIT TO JUICE WORKBOOK

FINANCIAL PLANNING: EDUCATION
GOALS
When Shereen and Ali realize how much money their parents need to save to help
them go to university, they decide to not grow their fruit business and instead focus
on their studies.

Ali, I know we had talked about growing the business. But if we do that, my
studies will suffer. My parents have made a savings plan to pay for Daniyal
and my college expenses. It's a lot of money!

My mother will make even greater sacrifices to put me through college! I
think we should both focus on our studies. We can continue our business
as it is, but we should not grow it.

1. Did Shereen and Ali make the right decision? Should they instead have focused
on making more money to help their parents save for university?

2. Is getting a higher education (university and beyond) becoming more important
to succeed in life? If so, why?

3. Is a higher education (university and beyond) only important if you want to make
a lot of money?
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PURCHASING: SMART BUYING
There are three major steps to becoming a smart buyer:

Things to check before buying something:
1. It’s a good idea to get prices and terms from more than one seller.
2. It’s a good idea to get all the information you need;
a. Price – what price the seller is offering.
b. Quantity – the amount of the product you want to buy.
c. Quality – the quality of the product you are looking for.
d. Terms – all the conditions attached to the purchase.
3. Negotiate with sellers to lower price and improve quality and terms.

terms
negotiate
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PURCHASING: SMART BUYING
TERMS
It is important to check the seller’s terms before buying something.

Terms to check before buying something:
1. When is the payment for the purchase due? Can you pay now or later?
2. When will the product be ready?
3. Do you need to pick it up or will it be delivered?
4. Will you get your money back if the product is faulty or damaged?
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PURCHASING: SMART BUYING
Before buying the juice makers and machinery, Safdar checks with three sellers.
Before taking a bank loan, he checks with three banks. He is a smart buyer.
Can you tell what each statement or question is about?

Quality

1.

“If we lend you money, you will need
to pay it back in two years.”

2.

“I will sell this equipment to you for
Rs. 12 lakhs.”

3.

“If the equipment does not work, we
will fix it for free.”

4.

“I want the best functioning
equipment.”

5.

“May I pay for the equipment 30
days after you deliver it?”

6.

“I want 4 juice makers.”

7.

“We will deliver the equipment to
your shop.”

Quantity

Price

Terms

60
The solution to this exercise can be found on page 100

FROM FRUIT TO JUICE WORKBOOK

PURCHASING: ARE YOU A SMART
BUYER?
Figure out what kind of a buyer you are by answering these questions.

True

1.

I get prices from more than one seller.

2.

I check the quantity of what I am buying.

3.

I check the quality of what I am buying.

4.

I check when I need to make a payment.

5.

I check if I can get my money back if the product I buy
is faulty.

False

Total true check marks

Type of Buyer

No. of true check
marks

Very smart buyer

5

Smart buyer

4

Average Buyer

3

Careless buyer

0-2

If you got 4 or more true check marks,
you are a smart buyer!
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BANKING: THE STATE BANK OF
PAKISTAN
The State Bank of Pakistan is the central bank of the country. It plays a vital role in
the country’s economy.
Regulating Banks and
Financial Institutions

Issuing and Printing
Pakistani Currency

Setting the Country’s
Interest Rates

Managing Foreign
Exchange Rates

Roles of the State Bank of Pakistan

Managing money supply and issuing
currency: The State Bank issues
Pakistan’s currency and controls the
amount of currency in circulation. It
uses its control of money to try and keep
prices stable to manage inflation, and
to make borrowing and saving easier to
promote growth.
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Regulating the financial sector and
protecting consumer rights: The State
Bank regulates and supervises banks
and other financial firms to make sure
that they are managed soundly and that
the rights of consumers who deal with
them are protected.

Managing foreign exchange reserves
and the rupee exchange rate: The State
Bank manages and invests Pakistan’s
foreign currency reserves. It also
manages the exchange rate between
the Pakistani Rupee and other foreign
currencies.
Setting mark-up rates and promoting
economic development in Pakistan:
The State Bank uses it role as the
central bank and as the supervisor
of the private sector to promote
economic development in Pakistan. It
also determines the mark-up rate for
borrowing and saving.
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BANKING: THE STATE BANK OF
PAKISTAN
In most countries, the banking system is supervised by the central bank. Similarly,
in Pakistan, the State Bank of Pakistan, the country’s central bank, regulates banks
and other financial institutions.

The State Bank of Pakistan regulates banks and other financial institutions to make
sure:
Soundly managed banks: Banks and
other financial institutions are soundly
managed.

Fair savings rates: Banks provide
fair and reasonable savings rates to
customers.

Consumer protection: Customer
deposits are secure and their rights are
protected.

Fair lending practices: Banks make
loans to customers on a fair and
reasonable basis.

Fair rates for services: Bank service
charges to customers are fair and
reasonable.

63

FROM FRUIT TO JUICE WORKBOOK

BANKING: STATE BANK CONSUMER
RIGHTS
When you open an account, make a deposit with or take a loan from a bank, you
become a consumer or customer of banking services. A bank is more powerful than
its customers. This makes it easy for a bank to treat its customers unfairly. To protect
customers and their money, the State Bank of Pakistan makes sure that banks
respect consumer rights.

Guaranteed deposit protection: The
State Bank protects a depositor’s money
in case a bank closes. The State Bank
guarantees that all or part of the money
in a deposit will be paid back to the
depositor.
Rates for services: The State Bank
requires banks to charge customers fair
and reasonable service charges.
Savings rates: The State Bank requires
banks to provide their customers with
a minimum profit rate on savings
accounts.
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Borrowing rates: The State Bank
requires banks to lend money to their
customers at fair and reasonable rates.

Right to loan collection: The State Bank
requires financial institutions to follow
strict guidelines in their loan collection
efforts. This includes giving borrowers
enough time to repay their loans.
Right to information: You have the right
to access information regarding your
financial activities from banks. Banks are
also required to protect your personal
information.
Right to complain and be heard: The
State Bank requires banks to follow
guidelines in handling customer
complaints.
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BANKING: CURRENCY FRAUD
The State Bank of Pakistan prints all the money (notes and coins) in the country. The
Pakistan Rupee has 7 paper currency denominations: 10, 20, 50, 100, 500, 1,000 and 5,000.
Every few years, the State Bank issues new versions of each bank note.
Only the State Bank has the right to issue currency. But criminals often print fake, or
counterfeit, notes. If you get a fake note, it has no value. And giving others a fake note could
be a crime. So, you need to learn how to tell real currency issued by the State Bank from fake
notes printed by criminals.
Here are some security features to look out for when you receive a Rs. 500 bank note:

To find more information regarding security features of other bank notes, go to:
http://www.sbp.org.pk/BankNotes/banknotes.htm

counterfeit

65

FROM FRUIT TO JUICE WORKBOOK

BANKING: WHAT BANKS DO
Banks provide many services for their customers. Three main services are (1)
accepting deposits, (2) making loans and (3) managing money.

Accept deposits: Banks accept cash
deposits from their customers and keep the
money safe in customer accounts. Two main
types of customer accounts for deposits are:
▶▶ Current accounts: These are accounts
in which customers can freely deposit
and withdraw money. Usually, customers
do not earn a profit or mark-up on the
money in deposit in current accounts.
▶▶ Savings accounts: These are accounts
in which customers deposit money
for a specified time period. Customers
earn a profit or mark-up on the money
deposited in savings accounts.
Make loans: Banks make loans to individuals
and businesses.
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▶▶ Individual loans: Banks make loans to
individuals so they have money to buy
or build a home or buy a vehicle or use
for other purposes. When banks issue a
credit card, they make a loan to the user
each time that the user uses the credit

card to make a payment.
▶▶ Business loans: Banks make loans to
businesses that enable them to buy
or develop land, or buildings, or buy
equipment, or use for other business
purposes.

Manage money: Banks manage money
for individuals and businesses.
▶▶ Transfer: Banks help customers
transfer money including through
mobile banking.
▶▶ Pay: Banks help customers make
payments including through mobile
banking and credit and debit cards.
▶▶ Exchange: Banks help customers
exchange money in one currency for
money in another currency.
▶▶ Guarantee: Banks issue guarantees of
payment for business customers to help
them grow their businesses.
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BANKING: TYPES OF BANKING
A bank will reach its customers and provide them with services through many
channels or pathways.

▶▶ Branches: Bank branches are physical
centers that customers can visit to
arrange loans, make deposits and
manage money. They are staffed by bank
representatives.
▶▶ Kiosks: Bank kiosks are small physical
bank booths (usually in shopping centers
and transport hubs) which customers
can visit to make withdrawals and
manage money. They are staffed by bank
representatives.
▶▶ ATMs: Automated Teller Machines (ATMs)
are machines which customers can
visit to make withdrawals and manage
money. They are NOT staffed by bank
representatives. Usually, customers may
visit them 24x7.
▶▶ Mobile and Internet Banking: Banks
provide mobile apps and Internet
banking websites. Customers can use
their mobile phones, laptops and tablets
to access their bank and arrange loans,

make deposits and manage money.
▶▶ Cards: Banks issue plastic cards to
their customers which may be used
to make payments. Credit cards
enable customers to make payments
by borrowing money from the bank.
Debit cards enable customers to make
payments by withdrawing money they
have deposited with the bank.
▶▶ Retail POS: Banks provide retail Point of
Sale (POS) systems to shops, restaurants
and other retailers. The retailers use
these systems to charge money to
customers who have bank cards or other
bank payment systems. In this way,
retailers and customers do not need to
collect and pay cash.
▶▶ Call Centers: Banks operate customer
call centers that customers may call to
make deposits and manage money. They
are staffed by bank representatives.
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BANKING: MOBILE BANKING
Mobile banking offers customers many advantages.

With mobile banking you can use your mobile phone to perform basic
banking activities such as:
1.
2.
3.
4.
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Check account details,
Pay utility or mobile bills,
Transfer money between your accounts or to others, and
Find your nearest bank branch or ATM.

Mobile banking allows customers and service providers the ability to conduct
transactions without the need for a physical branch. This allows banks to
charge a lower rate from mobile banking customers.
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BANKING: KNOWING THE STATE
BANK
Figure out how much you know by answering these questions.

True

1.

The State Bank issues Pakistan’s currency (rupees).

2.

The State Bank loans money to businesses and
individuals.

3.

The State Bank manages Pakistan’s foreign
currency reserves.

4.

The State Bank sets electricity and gas prices in
Pakistan.

5.

The State Bank owns all the banks in Pakistan.

6.

The State Bank regulates all the banks in Pakistan.

False
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The solution to this exercise can be found on page 101
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BORROWING: INSTALLMENTS AND
MARK-UP
Fruit Business Only (Rs.)
Year 1

Year 2

Year 3

Income
1.

Total fruit income

6,875,000

7,507,500

8,186,063

2.

Total income

6,875,000

7,507,500

8,186,063

5,600,000

6,203,610

6,822,490

Expenses
3.

Total fruit expense

4.

Rent

240,000

264,000

290,400

5.

Electricity, gas & other
expenses

235,000

265,000

300,000

6.

Juice bottles and
packaging

-

-

-

7.

Loan payments

-

-

-

8.

Total expenses

6,075,000

6,732,610

7,412,890

774,890

773,173

Profit/Loss
9.

Profit

800,000

Two problems:
▶▶ Safdar uses almost all the profit from the business for family expenses
(Rs. 800,000 / 12 = 66,667).
▶▶ Profits are slowly coming down every year.
He doesn’t have Rs. 1,200,000 to buy the juice equipment!
What should he do?
Safdar has three options:
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1.

Save profits over time: He can save the profits from the 			
business, but this will take time. Also, he uses the profits to 		
pay for family expenses and, if he saves the profit, his family 		
will suffer.

2.

Bring in investment into the business: He can try to bring 			
an investor into the business who will put in the money 			
needed for the equipment. But the business is small and is 		
not attractive to investors at this stage.

3.

Borrow money to purchase the equipment: Borrowing money will
help him buy the equipment soon, and use the extra income 		
from juice sales to pay back the money he borrows.
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BORROWING: BASIC CONCEPTS
Borrowing involves a loan of money by a lender to a borrower for a specified period.
The borrower must return that money in the specified period.
"Safdar, we will lend you Rs. 1,000 for 1 year.
You must pay us back this money in 1 year."

Important Terms
Lender

The person who lends the money and must be repaid.

Borrower

The person who borrows the money and must repay it.

Loan
Loan amount (principal)
Loan period
Loan repayment

The act of giving money by a lender to a borrower that must be
repaid in a specified time.
The amount of money lent.
The period at the end of which the borrower must repay the
loan.
The paying back by the borrower of the loan amount (or
principal).

Outstanding principal

The original principal or loan amount LESS the amount that has

amount

already been paid back.
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BORROWING: REPAYMENT IN
INSTALLMENTS
Depending on the agreement between the lender and the borrower, the loan
amount must be repaid either at one time or in smaller amounts over a specified
time (installments).
"Safdar, we will lend you Rs. 1,000 for 2 years.
You must pay us back this money in 2 years in
2 installments."

1.
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Sometimes a lender
will want the entire
loan amount (principal)
repaid altogether at the
end of the loan period.

2. Other times, a lender
may agree that the loan
amount (principal) is
paid in small amounts
over specified times
(installments).

3. When the loan amount
(principal) is required to
be paid in installments,
the sum of the amounts
paid in installments is
equal to the entire loan
amount (principal).
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BORROWING: PAYMENT OF MARK-UP
In most business loans, the lender will want the borrower to repay the loan amount
(principal) PLUS a ‘mark-up’ or interest on the loan amount.
"Safdar, we will lend you Rs. 1,000 for 1 year.
You must pay us back this money in 1 year with
10% mark-up."

Loan

The mark-up or interest on the loan amount is expressed as a percentage of the
loan amount, payable over a period.
For example, if a lender gives Rs. 1,000 for one year with a mark-up of 10% per
annum, the borrower will, after one year, need to:
1.

Repay the loan amount of Rs. 1000 PLUS

2.

Pay 10% mark-up of the loan amount (principal) (i.e., Rs. 100).
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BORROWING: INSTALLMENTS
AND MARK-UP
In most business loans, the lender will want the borrower to repay the loan amount
(principal) PLUS a ‘mark-up’ or interest on the loan amount and will allow the loan
amount to be paid in installments.
"Safdar, I will lend you Rs. 1,000 for 1 year.
You must pay me back this money in 1 year in
2 installments with 10% mark-up."

Jun 30 2020

Dec 31 2020

Loan

Typically, in such loans if the loan is to be paid in two installments:
1. In the first installment, the borrower
will (1) repay the portion of the loan
amount to be paid in this installment
and (2) all mark-up that is payable to
the date of payment.
In our example:
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2. In the second installment, the
borrower will (1) repay the portion of
the loan amount to be paid in this
installment and (2) all mark-up that is
payable to the date of payment.

Loan Payable in 2 Installments with Mark-Up (Rs.)
1.

Date of loan

January 1, 2020

2.

Loan amount

1,000

This mark-up is on
half year (0.5):
Rs. 1000 x 10% x 0.5
= 50

3.

Loan period

1 year

4.

Mark-up per annum

10%

Installment date

June 30, 2020

This mark-up is on
half year (0.5):
Rs. 500 x 10% x 0.5
= 25

5.

Principal repayment

6.

Mark-Up payment

7.

Total

December 31,
2020

Total

500

500

1,000

50

25

75

550

525

1,075
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BORROWING: INSTALLMENTS
AND MARK-UP
"Safdar, we will lend you Rs. 1,000 for 2 years.
You must pay us back this money in 2 years in
2 installments with 10% mark-up."

5

Loan

Loan Payable in 2 Installments with Mark-Up (Rs.)
1.

Date of loan

January 1, 2020

2.

Loan amount

1,000

3.

Loan period

2 years

4.

Mark-up per annum

10%

Installment date

December 31,
2020

December 31,
2021

Total

5.

Principal repayment

500

500

1,000

6.

Mark-Up payment

100

50

150

7.

Total

600

550

1,150

Calculating Annual Mark-Up (Rs.)
8.

Loan at beginning

1,000

500

9.

Mark-Up per annum

10%

10%

10.

Mark-Up payment

100

50

150

Typically, in such loans, if the loan is to be paid in two installments:
1. In the first installment, the borrower
will (1) repay the portion of the loan
amount to be paid in this installment
and (2) all mark-up that is payable to
the date of payment.

2. In the second installment, the
borrower will (1) repay the portion of
the loan amount to be paid in this
installment and (2) all mark-up that is
payable to the date of payment.
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BORROWING: MONEYLENDER VS.
BANK
Individuals or businesses can borrow money from money lenders.

Let’s look at the difference between borrowing from money lenders and borrowing
from banks:
Money
Lenders

Smaller loans
Speed
Lower mark-up rates
Use of legal system

Banks






Smaller loans: Money lenders usually focus on small amounts of loans. They give
small personal loans that can be used for payments such as car repairs and rent.
Speed: The approval time for money lenders is usually shorter than banks. Banks
take time to conduct background checks. Money lenders do not conduct such
background checks.
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Lower rates: The mark-up rates of banks are much lower than that of money
lenders. Also, it is easier to compare mark-up rates of banks as there is more
information.
Use of legal system: If banks are not repaid, they will try to use the legal system to
get their money back. Money lenders may use physical violence to get their money
back.
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BORROWING: SAFE BORROWING
When you borrow money, you make a promise to repay it. You may also make
a promise to pay the mark-up. It is important to follow some guidelines when
borrowing money.

Borrow for good reasons: Do not
borrow money to spend on unnecessary
expenses. Also, do not borrow money to
invest in risky businesses, in which you
may not get the money back.
Compare for better mark-up rates: It is
smart to talk to different banks before
borrowing money. Before borrowing
money, you should check with 3-4 banks
about:
a)

how much time you will have to
repay,

b)

how many installments you can
repay in, and

c)

the mark-up rate you must pay.

Don’t borrow more than you can
repay: You should only borrow as much
as you can afford to pay back. Imagine
your monthly income is Rs. 10,000, and
expenses are Rs. 8,000. If you take a loan
with a monthly repayment of Rs. 3,000,
it is likely that you will not be able to
repay it. In this case, your monthly loan
installment should not be more than
about Rs. 1,000.
Ensure timely repayment: Make sure
that you have the money to repay the
loan installment and pay the mark-up
on the exact date that it is owed. If you
do not make timely repayments, banks
will not lend money to you in the future.
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RISK AND REWARD

In business, you take a risk and expect a reward. What is the relationship between
risk and reward?

RISK

REWARD



LEGAL



MONEY



OPPORTUNITY



WORK



REPUTATION



SAFETY

▶▶ Taking a risk does not always lead to a reward.
▶▶ Only take a risk after planning and calculation.
▶▶ Don’t take risks that you cannot afford.
▶▶ Your reward should be greater than the risk you take.
▶▶ Take calculated, affordable risks that lead to important rewards.
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BORROWING: CALCULATE INSTALLMENT
PAYMENTS AND MARK-UP
"We will lend you Rs. 1,200,000. You will need to pay
this money back in 2 equal annual installments. And
you will need to pay mark-up of 15% per year."

Calculate the principal and mark-up payments you will need to make.

Loan Payable in 2 Installments with Mark-Up (Rs.)
1.

Date of loan

January 1, 2020

2.

Loan amount

1,200,000

3.

Loan period

2 years

4.

Mark-up per annum

15%
December 31,
2020

Installment date
5.

Principal repayment

6.

Mark-Up payment

7.

Total

600,000

December 31,
2021
600,000

Total
1,200,000

Calculating Annual Mark-Up (Rs.)
8.

Loan at beginning

9.

Mark-Up per annum

10.

Mark-Up payment

1,200,000

600,000

15%

15%
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The solution to this exercise can be found on page 102
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BORROWING: COMPARING TWO
BUSINESSES
Safdar used to only sell fruit and he had no loans. He plans to borrow Rs. 1,200,000 and
use the money to sell fruit juice in bottles. He makes budgets for both businesses.
Compare the budgets for the two businesses and answer the questions below.
Fruit Business Only (Rs.)
Year 1

Fruit and Juice Business (Rs.)

Year 2

Year 3

Year 1

Income

Year 2

Year 3

Income

1.

Total fruit
income

6,875,000

7,507,500

8,186,063

1.

Total fruit
income

6,875,000

7,507,500

8,186,063

2.

Total juice
income

-

-

-

2.

Total juice
income

4,000,000

5,040,000

6,160,000

3.

Total Income

6,875,000

7,507,500

8,186,063

3.

Total Income

10,875,000

12,547,500

14,346,063

7,800,000

8,820,000

10,120,000

Expenses

Expenses
5,600,000

6,203,610

6,822,490

4.

Total fruit
expense

Rent

240,000

264,000

290,400

5.

Rent

240,000

264,000

290,400

6.

Electricity, gas &
other expenses

235,000

265,000

300,000

6.

Electricity, gas &
other expenses

800,000

1,000,000

1,200,000

7.

Juice bottles
and packaging

-

-

-

7.

Juice bottles
and packaging

600,000

756,000

924,000

8.

Loan Payments

-

-

-

8.

Loan Payments

780,000

690,000

-

9.

Total Expenses

6,075,000

6,732,610

7,412,890

9.

Total Expenses

10,220,000

11,530,000

12,534,400

1,017,500

1,811,663

4.

Total fruit
expense

5.

Profit/Loss

Profit/Loss
10.

Profit

800,000

774,890

773,173

10.

Profit

655,000

1. Which business has more income?
2. Which business has more profit?
3. What happens to profit in the second business in Year 1?
4. Which business has more expenses and higher risk?
5. What happens to profit in the second business in Year 3?
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6. Will Safdar make a good decision if he takes the bank loan and goes into the
juice business?

The solution to this exercise can be found on page 103
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ETHICS: WHAT ARE YOUR
BOUNDARIES?
What are your boundaries: (1) legal compliance; (2) contractual commitment; or (3)
ethical integrity?

ETHICAL INTEGRITY
CONTRACTUAL COMMITMENT

LEGAL COMPLIANCE

Legal compliance: This involves staying
within the boundaries of the law. For
example, not engaging in corruption,
fraud, theft and other specifically
prohibited actions. Would you violate the
law? Would you violate the law if you
are likely not to get caught? In Pakistan,
many people don’t pay their taxes fully.
How about you?
Contractual commitment: Contracts are
between specific persons. They typically
provide penalties if you violate them.
Would you violate your contracts? What
if you contract to sell the only product
you have for Rs. 1,000 and the penalty
for violation is Rs. 100? Would you violate
your contract and pay the penalty if
someone offered you Rs. 1,200 for the
same product? How about if someone
offered you Rs. 1,500?

Ethical integrity: Ethical integrity
involves acting in an ethical and morally
correct manner even if there is no
specific legal requirement or contractual
commitment. If a seller makes a mistake
in pricing would you tell him? If a
competitor is likely to win some business,
would you lie to win it instead?
We believe that all individuals and
businesses should comply with the law,
respect their contracts and act ethically.
They should do this because it is the
right thing to do, not because of business
reasons. But this also happens to make
business sense!
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INVESTMENT: FINANCING AND
INVESTMENT OPTIONS
Individuals and businesses have many options in Pakistan today to obtain financing
and invest their money. These options are provided by conventional and Islamic
banks as well as by leasing companies, investment banks and other types of financial
institutions and by government agencies. Listed below are some of the main financing
and investment options available in Pakistan today.
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INVESTMENT: FINANCING AND
INVESTMENT OPTIONS
Individuals
Financing Options
Credit cards

Banks issue credit cards, which may be used to make payments at shops, restaurants, etc.
Usually, repayment is made on a monthly basis.

Personal
loans

Financial institutions provide personal loans to enable individuals to pay for many types of
expenses (e.g., medical, education and home improvement).

Vehicle
finance

Financial institutions provide financing to enable individuals to purchase or lease
automobiles or motorcycles. Usually, the financing party has the right to take possession of
the vehicle if payments are not made on time by the individuals.

Home
finance

Financial institutions provide financing to enable individuals to purchase or build homes.
Usually, the financing party has the right to take possession of the home if payments are not
made on time by the individuals.
Investment Options

Bank
deposits

Individuals can deposit money in savings accounts and obtain a mark-up or profit share on
their savings.

Listed
shares

Individuals can buy and sell shares of companies listed on the Pakistan Stock Exchange. They
may receive dividends on these shares and have a profit (or loss) when the shares are sold.

Fixed
income
certificates

Individuals can purchase certificates and bonds that provide a fixed or predictable return
over a period of time. These certificates and bonds may be issued by the government or by
companies.

Mutual funds

Individuals can put money in mutual funds. These funds invest in shares of companies listed
on the Pakistan Stock Exchange, in fixed income certificates and in other financial assets. In
this way, individuals can benefit from the financial expertise of the fund managers.

Pension
funds

Individuals can put money in pension funds. These funds invest in shares of companies listed
on the Pakistan Stock Exchange, in fixed income certificates and in other financial assets.
Payments made after retirement are tax free or have lower tax.

83

FROM FRUIT TO JUICE WORKBOOK

INVESTMENT: FINANCING AND
INVESTMENT OPTIONS
Businesses
Financing Options
Equipment &
asset finance

Financial institutions provide financing to enable businesses to purchase or lease
equipment and vehicles and purchase or build factories, offices and buildings. Usually, the
financing party has the right to take possession of the asset if payments are not made on
time by the businesses.

Operations
finance

Financial institutions provide loans to enable businesses to pay for many types of business
expenses (e.g., purchasing inventory and managing business cash flows).

Trade finance

Financial institutions provide financing to enable businesses to manage trade operations
and the purchase and sale of goods.

Agri-finance

Financial institutions provide financing to enable farmers to purchase equipment, seeds
and fertilizers and manage farm operations.

Private equity
finance

Financial institutions invest in shares of companies that are not listed. They may receive
dividends on these shares and have a profit (or loss) when the shares are sold.

Shares listing

Financial institutions help companies to list their shares on the Pakistan Stock Exchange.
Upon listing, the companies can obtain money by selling shares to the public.
Investment Options
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Bank deposits

Businesses can deposit money in savings accounts and obtain a mark-up or profit share
on their savings.

Listed shares

Businesses can buy and sell shares of companies listed on the Pakistan Stock Exchange.
They may receive dividends on these shares and have a profit (or loss) when the shares
are sold.

Fixed income
certificates

Businesses can purchase certificates and bonds that provide a fixed or predictable return
over a period of time. These certificates and bonds may be issued by the government or
by companies.

Mutual funds

Businesses can put money in mutual funds. These funds invest in shares of companies
listed on the Pakistan Stock Exchange, in fixed income certificates and in other financial
assets. In this way, businesses can benefit from the financial expertise of the fund
managers.

Pension funds

Businesses can put money in pension funds for the benefit of their employees. These
funds invest in shares of companies listed on the Pakistan Stock Exchange, in fixed
income certificates and in other financial assets. Payments made after retirement are tax
free or have lower tax.
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GLOSSARY
Assets
Any resource that is owned by a
person or business that has monetary
value of its own and the sale of which
can generally be used to meet loan
payments.
ATM
An Automated Teller Machine or ATM
is a machine operated by a bank that
allows you to deposit or withdraw
money.
Bank Account
The record that shows how much
money a customer has with a bank.
Banking Channels
A bank will reach its customers and
provide them with services through
many ‘banking channels’ or pathways.
These include branches, kiosks,
Automated Teller Machines (ATMs),
mobile apps, Internet banking websites,
credit and debit cards, retail Point of
Sale (POS) systems and customer call
centers.
Basket of Commodities
A basket of commodities, or basket
of goods, is a collection of consumer
products and services which a country
uses to track inflation. By tracking the
price of everyday items and services like
food, clothing and education, a country
can keep track of what percentage of
their income citizens are spending on
these goods over time.
Borrowing
The money or other item of value that
you receive for your use and that you
plan to give it back to the giver. For
example, you could borrow Rs. 5,000
from a bank and return that money to
the bank a year later.
Branchless Banking
Customers can use banking services
without needing to go to their bank

branch, using technologies such as
automated teller machines (ATMs),
debit cards and mobile phones.
Break Even
Break even means, in relation to a
business, the point at which income
and expenses equal each other. Often,
in the early years of a business, expenses
will be more than income. Once there
are enough customers and income
increases, a well-managed business
will get to break even. At this point,
income and expenses equal each other.
Business owners plan for businesses to
get to break even as fast as possible.
Budget
A budget is an estimate of income and
expenses over time. In the case of an
individual or family budget, the budget
will also contain an estimate of savings
(income less expenses). In the case of a
business budget, the budget will also
contain an estimate of profit or loss
(income less expenses).
Capital Expenditure
A capital expenditure is money spent
by a business to purchase things that
can be used over a long period of
time. For example, land, buildings and
production machinery are types of
capital expenditures.
Charity
To give money or services to help those
in need, without looking for anything
in return. For example, it will be an act
of charity if you give money for poor
earthquake victims to rebuild their
homes.
Credit Cards
Banks issue plastic cards to their
customers which may be used to
make payments. Credit cards enable
customers to make payments by
borrowing money from the bank.
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Debit cards enable customers to make
payments by withdrawing money they
have in deposit with the bank.
Conventional Finance
Conventional finance refers to the
system of finance developed in the
West and common throughout the
world today. Interest-based financing is
a central part of this system.
Counterfeit
Counterfeit refers to something that is
an exact imitation of a valuable original
thing, made specifically with the
intention to deceive. Counterfeit money
is fake currency, printed by criminals to
deceive others.
Current Accounts
These are bank accounts in which
customers can freely deposit and
withdraw money. Usually, customers
do not earn a profit or mark-up on the
money deposited in current accounts.
Debit Cards
Banks issue plastic cards to their
customers which may be used to
make payments. Debit cards enable
customers to make payments by
withdrawing money they have in
deposit with the bank. Credit cards
enable customers to make payments
by borrowing money from the bank.
Deposit
Money put into a bank by a customer
for safe-keeping. Some deposits earn a
profit for the customer.
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Earnings
The money or other item of value
you receive for services, benefits or
investments you provide. Earning is a
type of income. For example, you may
have a job in which your earnings as
wages are Rs. 20,000 per month. As
another example, you may invest Rs.
10,000 in a government bond in which
you receive earnings as a mark-up or
profit of Rs. 1,000 per year.

Expenses
The money you spend. For example,
an individual’s expenses may include
house rent, food and sweets. As another
example, a business’ expenses may
include office rent and salaries of
employees.
Finance Economy
The part of the economy that is
concerned with the provision, sale
and purchase of financial products
and services, as opposed to the real
economy, which is concerned with
actually producing goods and services.
Financial Literacy
Financial literacy refers to the skill
of a person in handling financial
and commercial matters, such as in
relation to earning, spending, saving,
borrowing, investing, buying, selling,
budgeting and planning. A person
who is financially literate will make
better decisions and plans in relation to
financial matters.
Fixed Expense
A fixed expense is an expense that is
the same over different periods. For
example, if you need to pay rent for
your house of Rs. 10,000 every month,
then rent is a fixed expense. Individuals,
families and businesses can all have
fixed expenses.
Fixed Income
An item of fixed income is an item of
income that is the same over different
periods. For example, if you receive
a salary of Rs. 20,000 every month,
then you are receiving a fixed income.
Individuals, families and businesses can
all have items of fixed income.
Gift
The money or other item of value that
you receive from a giver who does
not want anything back. For example,
people give gifts to each other at Eid or
other special religious days.
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Harvest
The process of gathering fruit or crops
when they are ripe or ready to be eaten.
Income
The money or other item of value you
receive. Income may be in the form
of: (1) wages from a job; (2) profits
from a business; (3) earnings from an
investment or bank deposit; (4) gifts
from someone; and (5) benefits from
the government. For example, you
could have a monthly income of Rs.
20,000 from a job.
Installment or Loan Installment
In the case of a loan, an installment
represents a part of the loan amount
that must be repaid on a specified
time. For example, a lender may lend
on January 1 Rs. 8,000 and want the
loan amount to be repaid in four
equal installments at the end of each
calendar quarter. In this case, the
borrower must repay the money in four
installments: (1) Rs. 2,000 on March 31;
(2) Rs. 2,000 on June 30; (3) Rs. 2,000
on September 30; and (4) Rs. 2,000 on
December 31.
Invest
To make an investment or put money
or something else of value in a business
or other project to set it up or help it
to grow . For example, if a person puts
in Rs. 30,000 to set up a business, we
could say: “He invested Rs. 30,000 in the
business.”
Investment
The money that you use to make more
money. For example, an individual
may put money into a business as
an investment. Buying shares of
companies and government bonds are
also types of investment.
Leasing
Leasing means to give someone the
right to use a physical property (such
as land, a building or a car). Usually,
the leasing right is given for a specific

purpose and time and a specified
fee (called a ‘rental fee’). In a leasing
arrangement, the person giving the
lease is called a ‘lessor’ and the person
receiving the lease is called a ‘lessee’.
The lessor remains the owner of the
physical property.
Liabilities
A liability is a financial debt, loan
or obligation owed by a person or
company to another party, and is
settled through the transfer of money,
assets or goods and services.
Licensing
Licensing means to give someone the
right to use an intellectual property
(such as software or a movie or book
or invention) or other right (such as a
government ownership of the radio
wave spectrum). Usually, the licensing
right is given for a specific purpose
and time and a specified fee (called a
‘royalty’). In a licensing arrangement,
the person giving the license is called a
“licensor” and the person receiving the
license is called a “licensee”. The licensor
remains the owner of the intellectual
property or right.
Loan
The amount of money that is lent by
one person to another. For example, a
bank may make a loan to a person so
that the person can buy a motorcycle.
The amount that is lent is also called
the ‘principal amount’ of the loan.
Loan Amount
The loan amount (also called ‘principal’)
of a loan is the amount of the loan. For
example, if a lender lends someone Rs.
12,000, the loan amount or principal is
Rs. 12,000.
Loan Period
The period of time over which a loan
must be repaid. For example, a lender
may lend on January 1 Rs. 8,000 and
want the loan amount to be repaid in
four equal installments at the end of
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each calendar quarter. In this case, the
loan period is January 1 – December 31
or one year.
Loss
The amount of money you lose in a
business. For example, if your business
has income of Rs. 5,000 and expenses
of Rs. 7,000, you will have a loss of Rs.
2,000. If you gain money in a business,
the amount of money you gain is called
a ‘Profit’.
Mark-Up
‘Mark-up’ is a per annum rate applied
to a loan that represents the lender’s
profit or earnings. For example, a lender
may lend for one year Rs. 12,000 with a
mark-up of 10% per annum. In this case,
after one year the borrower will need to
(1) repay Rs. 12,000 as the loan amount
PLUS (2) pay Rs. 1,200 (10% of 12,000) as
the mark-up or interest.
Mobile Banking
This is a service offered by banks that
allows customers to use their mobile
phones to use banking services such as
transferring money.
Necessary Expenses
Expenses that are necessary or
important and that cover things you
need. For example, an individual’s
necessary expenses may include
expenses relating to food and rent.
Negotiate
Agreement of terms or price through a
discussion.
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original principal amount less the
amount that has already been paid
back. For example, if a lender has
loaned Rs. 1,000 to a borrower, and
the borrower has repaid Rs. 600 of
that original principal amount, the
outstanding principal amount will be
Rs. 400.
Pocket Money
It is a small amount of money regularly
given to children, by their parents, to
spend or save for their wants. This is
also known as an ‘allowance’ and given
on a weekly or monthly basis.
Principal
In the case of a loan, the loan amount
(also called ‘principal’) of a loan is the
amount of the loan. For example, if a
lender lends someone Rs. 12,000, the
loan amount or principal is Rs. 12,000.
Profit
The amount of money you gain in a
business. For example, if your business
has income of Rs. 5,000 and expenses
of Rs. 4,000, you will have a profit of Rs.
1,000. If you lose money in a business,
the amount of money you lose is called
a ‘Loss’.
Profit Share
It is the dividing of profits made by a
business or company based on predetermined percentages between
investors. This investment can either be
financial or work; in terms of time and/
or effort.

Operating Expense
An operating expense is money spent
by a business to operate on a regular
basis. For example, a fruit shop will have
operating expenses in the form of rent,
fruit purchases and salaries.

Real Economy
The part of the economy that is
concerned with actually producing
goods and services, as opposed to the
financial economy, which is concerned
with the provision, sale and purchase of
financial products and services.

Outstanding Principal Amount
The amount of money that a lender
loans to a borrower is called the
‘principal amount’. The ‘outstanding
principal amount’ of a loan is the

Reward
Something you get for your effort,
achievement or investment. In finance,
calculation of reward is typically

GLOSSARY

balanced by calculation of risk. You
should not take a financial risk unless
there is a greater financial reward. For
example, if you invest money in shares
on the stock market you take the risk
that the price of the shares will go
down. You should take this risk only if
you can estimate that you could also
get a high reward if the price of the
shares will go up.
Risk
The chance or danger that something
bad may happen or a loss may occur. In
finance, risk is often used to refer to the
chance that there may be a financial
loss. For example, if you invest money
in shares on the stock market you take
the risk that the price of the shares will
go down. In finance, calculation of risk
is typically balanced by calculation of
reward. You should not take a financial
risk unless there is a greater financial
reward.
Salary
A regular fixed payment paid by an
employer to an employee, usually on a
monthly basis.
Savings
The money or other item of value that
you own and keep for use at a later
time. For example, if in one month you
have income of Rs. 1,000 and you have
expenses of Rs. 800, you will a saving of
Rs. 200. You could save money at home
or in a bank.
Savings Accounts
These are bank accounts in which
customers deposit money in order to
save. Customers earn a profit or markup on the money deposited in savings
accounts.
Savings Goal
A savings goal is a goal someone sets to
save money. A well thought out savings
goal will include: (1) purpose (what
you want to buy with the savings); (2)
amount (how much you want to save);

and (3) time (by when you want to have
reached the savings amount).
Savings Plan
The plan to save some money. A savings
plan has a goal (i.e., how much money
you want to save over a period of time).
The goal may be met over a period of
time. For example, if your goal is to save
Rs. 3,000 and you save Rs. 1,000 every
month, you will meet your goal in three
months.
Terms
The details at which a seller will sell
you something. For example, a seller
may sell you a schoolbag for Rs. 500.
She may say she can only give it to you
one week later. She may also say she
will give you the money back if there is
something wrong with it. The timing of
the sale of the bag and the promise to
give back the money are the ‘terms’ of
the sale.
Unnecessary Expenses
Expenses that are unnecessary or
unimportant. These expenses usually
are for things you ‘want’ but may not
‘need’. For example, an individual’s
unnecessary expenses may include
expenses relating to sweets and toys.
Variable Expense
A variable expense is an expense that
changes over different periods. For
example, if you have food expenses
of Rs. 8,000 in one month, Rs. 7,000
in the second month, and Rs. 7,300
in the third month, then food is a
variable expense. Individuals, families
and businesses can all have variable
expenses.
Variable Income
Variable income is an item of income
that changes over different periods.
For example, if you have profit from a
business of Rs. 50,000 in one month, Rs.
70,000 in the second month, and Rs.
70,300 in the third month, then profit is
an item of variable income. Individuals,
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families and businesses can all have
items of variable income.
Wages
An amount of money an employee is
paid based on the number of hours or
days they have worked.
Withdrawal
Money taken out by a customer from
a bank. Any money withdrawn by a
customer comes out of the customer’s
bank account.
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Income: Income and expenses

Income

Expense



1.

Rabia buys vegetables for dinner.

2.

Safdar sells 40 kg of fruit on Thursday.



3.

Ali gets pocket money from his mother, Nusrat.
(What is this from Ali’s point of view?)



4.

Nusrat gives her son Ali pocket money. (What is
this from Nusrat’s point of view?)

5.

Safdar’s fruit shop has sales of Rs. 80,000 in
January.




Note: When Nusrat gives her son, Ali, pocket money, it is income from his point of view
and an expense from her point of view. If you look at the family finances as a whole, it is an
expense.

Income: Shereen and Ali’s profit and loss
Profit and Loss (Rs.)
Category

Year 1

Income

1.

Total fruit (kg)

210

2.

Fruit price per kg

200

3.

Total income

42,000

Expenses

4.

Total fruit (kg)

210

5.

Transport expenses (per kg)

100

6.

Total expenses

21,000

7.

Profit (Loss)

21,000
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Income: Juice business
Profit and Loss (Rs.)
Category

Year 1
Income

1.

Total fruit (kg)

210

2.

Fruit price (per kg)

200

3.

Juice price (per kg)

400

4.

% sold as fruit

60%

5.

% sold as juice

40%

6.

Income from fruit sales

25,200

7.

Income from juice sales

33,600

8.

Total

58,800
Expenses
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9.

Total fruit (kg)

210

10.

Transport expenses (per kg)

100

11.

Total transport expenses

21,000

12.

Juice equipment expenses

12,000

13.

Total

33,000

14.

Profit (Loss)

25,800
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Income: Risks and rewards of two businesses
1. Which business needs more
investment and how much more?
The juice business needs more
investment as it needs a juice machine
for Rs. 12,000.
2. Which business involves more
reward, or profit?
The juice business because the juice
sells at Rs. 400 per kg of fruit, but fruit
by itself sells at Rs. 200 per kg.

3. Which business involves more risk?
The juice business because it needs an
extra investment of Rs. 12,000.
4. What is the relationship between risk
and reward? Does higher risk always
lead to higher reward?
Often, higher risk can lead to higher
reward. But this is not always so. You
could take more risk and not get
a reward. To take risks in line with
rewards you must engage in financial
planning, as Shereen and Ali are doing.

Investment: Profit sharing and fairness
1. Should Shereen and Ali have divided
the profits by financial investment
only or by financial investment plus
work?
This is a question that needs
judgment. You may decide one way
or another. We believe that Shereen
and Ali were correct in dividing the
profits by financial investment plus
work. Shereen’s extra work should be
rewarded.
2. Which approach is more fair? Why?
We believe that dividing the profits by
financial investment plus work is more
fair. This is because Shereen has put
something extra into the business. She
cuts the fruit, removes the seeds and
makes the juice. She should receive
an extra share of profits for this
important work.
3. Which approach makes more
financial sense? Why?
We believe that dividing the profits

by financial investment plus work
makes more financial sense. This is
because Shereen does work that is
very important to the business. She
cuts the fruit, removes the seeds and
makes the juice. If this is not done, the
business may have to close. It makes
financial sense that Shereen should
receive an extra share of profits for
this important work. If not, she may
have less of a reason to do extra work.
This may not be good for the business.
4. Would your answer be different if
Shereen was taking a salary for her
work?
Yes. If Shereen was receiving a salary
for her work, she would already be
getting something extra. Plus, her
salary will be an expense of the
business. With this extra expense, the
profits of the business will go down.
So, if Shereen receives a salary, there
is less reason that profits should be
divided by financial investment plus
work.
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Savings: Types of goals
Person

Amount to
be saved
(Rs.)

Amount
saved each
month (Rs.)

How many
months

ShortMedium- or
Long-term?

1.

Rabia

25,000

2,083

12

Medium

2.

Safdar

100,000

5,000

20

Medium

3.

Daniyal

2,500

1,250

2

Short

4.

Shereen

400,000

6,666

60

Long

Savings: Setting a savings goal
Children University Expenses (Rs.)
Child
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Year

Year

1

2

Year 3

Year 4

Year 5

Year 6

Year 7

Year 8

Total

1.

Shereen

-

-

300,000

300,000

300,000

300,000

-

-

1,200,000

2.

Daniyal

-

-

-

-

300,000

300,000

300,000

300,000

1,200,000

3.

Total

-

-

300,000

300,000

600,000

600,000

300,000

300,000

2,400,000
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Savings: Calculating annual savings
Child

Year 1

Year 2

Year 3

Year 4

Year 5

Year 6

Year 7

Year 8

Total

1.

Shereen

-

-

300,000

300,000

300,000

300,000

-

-

1,200,000

2.

Daniyal

-

-

-

-

300,000

300,000

300,000

300,000

1,200,000

3.

Total

-

-

300,000

300,000

600,000

600,000

300,000

300,000

2,400,000

300,000

300,000

300,000

300,000

300,000

300,000

2,400,000

4.

Annual
savings

300,000

300,000

The children’s total university expenses are different each year:
▶▶ In each of Years 1 and 2, they are Rs. 0.
▶▶ In each of Years 3, 4, 7 and 8, they are Rs. 300,000.
▶▶ In each of Years 5 and 6, they are Rs. 600,000.
The total expenses are Rs. 2,400,000. Because the family has started saving before
university expenses have started, they can save Rs. 300,000 per year (2,400,000 / 8) and
meet their savings goal.
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Savings: Understanding family budgets
1.

What is their total net savings in 3 months?

Their total net saving in 3 months is Rs. 60,000 (23,000 + 6,192 + 30,808).
2. If this pattern is the same for the whole year, how much will they save in one year?

They will save Rs. 240,000 (60,000 x 4).
3. Which income line shows the most variable income? Why?

Safdar’s income from the fruit shop. Because this is profit from a business. This
typically goes up and down depending on sales, expenses, etc.
4. Which income is a fixed income?

Rabia’s income from teaching. This is a fixed salary.
5. Which two expenses are fixed expenses?

Rent and education expenses.
6. If they want to save more, which expense line can they reduce the easiest?

Clothes, entertainment and gifts, because these may include unnecessary
expenses.

Expenses: Will Shereen’s family
make money?
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Earns Money

1.

Shereen buys a notebook for her school
homework.

2.

Shereen spends money to print a poster that
invites students to take tuitions from her.



3.

Ali spends money to put fertilizer on a fruit tree
from which he will sell the fruit.



4.

Ali spends money to put fertilizer on a fruit tree
from which he will eat the fruit.

5.

Nusrat buys a sewing machine to make clothes
to sell.

6.

Nusrat buys a sewing machine to make clothes
for Ali and herself.

Does NOT
Earn Money
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Expenses: Dealing with necessary and unnecessary expenses
There is no one right answer to this question, but some of the expenses in “Clothes,
entertainment, gifts, etc.” are more unnecessary. For example:
Some savings could be had from sweets, toys and bangles earrings, etc.
Savings could also be had from clothes, especially if clothes can be stitched at
home.
Perhaps travel expenses could be cut a little bit.
Cigarettes are an expense that most people can do without.
Is charity (money to deserving people) necessary or unnecessary? Charity is an
important expense!
How about pocket money? What would a child feel?
Often, it is useful for family members to share cuts in expenses!

Savings: Bank Vs. Home

1.

2.

At Home



Safety



Makes money

3.

Easy to transfer money to another city

4.

Easy to get to money

Where should she save her money?

In a Bank
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Inflation: Thinking about inflation

98

True

1.

Rabia has a fixed salary of Rs. 20,000 per month. If
there is inflation, she will be able to buy more things
with that salary.

2.

Shereen can buy a book for Rs. 200 today. If there is
inflation, the same book will cost more in the future.



3.

Shereen wants to save money to buy a book in 1 year.
The book costs Rs. 200 today. If there is 10% inflation
of the price of the book every year, she will need to
save Rs. 220.



4.

Safdar increases the sale price of his fruits at the rate
of inflation every year. This means the income from
his shop will go down every year.

False
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Financial Planning: Education Goals
Ali, I know we had talked about growing the business. But if we do that, my
studies will suffer. My parents have made a savings plan to pay for Daniyal
and my college expenses. It's a lot of money!

My mother will make even greater sacrifices to put me through college! I
think we should both focus on our studies. We can continue our business
as it is, but we should not grow it.

1. Did Shereen and Ali make the right decision? Should they instead have focused
on making more money to help their parents save for university?
There is a matter of judgment. We believe that Shereen and Ali made the right
decision. If they focused on making money, their studies might have suffered.
Even if they helped their parents meet their savings target, they would be less
prepared for university. They might not have been able to take full advantage of a
university education.
2. Is getting a higher education (university and beyond) becoming more important
to succeed in life? If so, why?
Getting a higher education is becoming more and more important to succeed
in life. We live in the information age. In this age, computing, finance, business,
medicine, law and many other areas of work are getting more and more
complicated. They are also very quickly. People with good educations have a
much better chance of succeeding in this age.
3. Is a higher education (university and beyond) only important if you want to
make a lot of money?
No. A higher education can help you in many ways. It can certainly help you
make money and get high paying jobs. But some people want to achieve
excellence in their work, not just make money. A higher education helps you
achieve excellence more easily. Other people want to help others. A higher
education helps you have a bigger positive impact, and serve more people.
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Purchasing: Smart buying

100

1.

“If we lend you money, you will need
to pay it back in two years.”

2.

“I will sell this equipment to you for
Rs. 12 lakhs.”

3.

“If the equipment does not work we
will fix it for free.”

4.

“I want the best functioning
equipment.”

5.

“May I pay for the equipment 30
days after you deliver it?”

6.

“I want 4 juice makers.”

7.

“We will deliver the equipment to
your shop.”

Quality

Quantity

Price

Terms
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Banking: Knowing the State Bank
True

False



1.

The State Bank issues Pakistan’s
currency (rupees).

2.

The State Bank loans money to
businesses and individuals.

3.

The State Bank manages Pakistan’s
foreign currency reserves.

4.

The State Bank sets electricity and gas
prices in Pakistan.



5.

The State Bank owns all the banks in
Pakistan.



6.

The State Bank regulates all the banks in
Pakistan.

1.






The State Bank issues Pakistan’s currency and controls the amount of currency in
circulation.

2.

The State Bank does not loan money to businesses and individuals. It regulates banks and
other financial institutions which loan money.

3.

The State Bank manages and invests Pakistan’s foreign currency reserves.

4.

The State Bank is not responsible for setting electricity and gas prices in Pakistan.

5.

The State Bank does not own the banks in Pakistan. It regulates banks and other financial
institutions in the country.

6.

The State Bank regulates and supervises banks and other financial firms to make sure that
they are managed soundly.
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Borrowing: Calculate installment payments and mark-up

Loan Payable in 2 Installments with Mark-Up (Rs.)
1.

Date of Loan

January 1, 2020

2.

Loan Amount

1,200,000

3.

Loan Period

2 years

4.

Mark-up per annum

15%
December 31,
2020

Installment Date

December 31,
2021

Total

5.

Principal repayment

600,000

600,000

1,200,000

6.

Mark-Up payment

180,000

90,000

270,000

7.

Total

780,000

690,000

1,470,000

Calculating Annual Mark-Up (Rs.)
8.

Loan at beginning

9.

Mark-Up per annum

10.

Mark-Up payment

1,200,000

600,000

15%

15%

180,000

90,000

270,000

Note the following in relation to payment of mark-up:
1. At the end of the first year, you will need to pay mark-up on Rs. 1,200,000, which is
the full amount of the loan (1,200,000 x 15% = 180,000).
2. In the second year, Rs. 600,000 of the loan has already been paid. Only Rs. 600,000
needs to be paid. The mark-up will be paid on this amount. So, at the end of the
second year, you will need to pay mark-up on Rs. 600,000 (600,000 x 15% = 90,000).

102

SOLUTIONS

SOLUTIONS

FROM FRUIT TO JUICE
WORKBOOK

Borrowing: Comparing two businesses
Fruit Business Only (Rs.)
Year 1

Fruit and Juice Business (Rs.)

Year 2

Year 3

Year 1

Income

Year 2

Year 3

Income

1.

Total fruit
income

6,875,000

7,507,500

8,186,063

1.

Total fruit
income

6,875,000

7,507,500

8,186,063

2.

Total juice
income

-

-

-

2.

Total juice
income

4,000,000

5,040,000

6,160,000

3.

Total income

6,875,000

7,507,500

8,186,063

3.

Total income

10,875,000

12,547,500

14,346,063

7,800,000

8,820,000

10,120,000

Expenses

Expenses
5,600,000

6,203,610

6,822,490

4.

Total fruit
expense

Rent

240,000

264,000

290,400

5.

Rent

240,000

264,000

290,400

6.

Electricity, gas &
other expenses

235,000

265,000

300,000

6.

Electricity, gas &
other expenses

800,000

1,000,000

1,200,000

7.

Juice bottles
and packaging

-

-

-

7.

Juice bottles
and packaging

600,000

756,000

924,000

8.

Loan payments

-

-

-

8.

Loan payments

780,000

690,000

-

9.

Total expenses

6,075,000

6,732,610

7,412,890

9.

Total expenses

10,220,000

11,530,000

12,534,400

1,017,500

1,811,663

4.

Total fruit
expense

5.

Profit/Loss
10.

Profit

1.

800,000

Profit/Loss
774,890

773,173

Which business has more income?

The juice and fruit business has more
income.

10.

Profit

655,000

juice bottles and packaging and (2) loan
payments. If income does not keep up with
extra expenses, there will be a problem.

2. Which business has more profit?

5. What happens to profit in the second
business in Year 3?

The juice and fruit business has more
income and more reward that the business
that only sells fruit. It has income from juice
as well as income from fruit.

In Year 3, the second business will experience
a much higher profit as loan has been paid
off.

3. What happens to profit in the second
business in Year 1?
The profit is lower in the second business as
loan repayments need to be made.
4. Which business has more expenses and
higher risk?
The juice and fruit business has more
expenses and more risk. The expenses for (1)
fruit and (2) electricity, gas & other expenses
go up. Also, there are extra expenses for (1)

6. Will Safdar make a good decision if he
takes the bank loan and goes into the
juice business?
This is a matter of judgment. If Safdar
goes into the juice business, his profits
will go down in the first year. But, after he
completes the loan payments, his profit
will be much higher. If Safdar has properly
studied whether people will buy juice,
he may be better off going into the juice
business.
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