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- Financial strategy and planning
Project plannmg and control

Risk evaluation and capital budgeting
Dividend and ratention pollcles |

| Valu__atlon of business - . | |
‘Analysis of risk and un certainty
.Busmess restructurmg and mdustrlal snckness

-';" -I|I- j _.‘, _"‘.

'.- E L

‘-_ = i ": J ‘_l‘.‘l..n'..‘ - r""—"—h
"'4,} =] A“'i"“' ‘.ﬁf‘jg’—‘- = ~:*. 5

9.

= ’ ' g i, . e ] Wt el y r
| - L&




L] Stfategy where he' orgémZatlon Want. to go o
fulfill its purpose and achieva its mission | it provudes- ,_
a frame work for guiding choices Wthh determine
the organizational nature and direction and these
choices relates to the organizations oproducts or
‘services , markets , key capabilities |, growth , return

orn capital zind allocatlon of resources

in short it is declaratlon of mtent of-the’

orgamzatlon
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busmess as a whole in relation to its en‘vnronment
~with the object of the following .

Developing  an  integrated | coordmated and_
consistent view of the route the company wushes to
follow

Facilitating the adaptatlon of the orgamzatlon to
environmental changes

Process to establish priorities on what you wnll
~accornplish in the future

Forces you to make choices on what you will do

_'Iand whatyou wnII not do bl ol N T el
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| The threat of new entrant. |
2. The threat of substitute product or services.

= The rlvalry amongst the exrstrng players of 77
industry, |

4. The bargammg power of suppher
The bargaining power of consumer
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Study the extemal and mtemal envnronments' |
_ _Identlfy marketplace oppor.tumtles and threats.
- Determine how to use core competencies.

~ Use strategic intent to leverage resources,
.~ capsabilities and core competencles and win
cornpetitive battles,

Integrate formulatlon and |mplementat|on of -
strategles




Smategic Plaomang Process

Bli=s1om

rhjectivves

Imvtexnal | Extesmal Stakeholden
Appraisal Sprpa s al Appradsal

Cremueric Siratemse Opriomns

Smateme Choree

Flamn soud DImplerme st
Sorategy

[

Foevaew and Coatnal




Phase 1
Goal Setting

2 Corporate Objectives

A

Phase 2
Situation Review

A 4

3 Marketplace Audit

4 v

4 SVWOT Analysis

4 v

5 Assumptions

F Y

Phase 3
Strategy Formulation

Phase 4
Resource Allocation
and Monitoring

6 Function objectives
and strategies

i v

T Estimate expected results

4 v

8 ldentify alternative plans
and mixes

10 Detailed implementation
programme

Measurement
and review

Source: Adapted from McDonald (1996)




Develop commumtles like European umon
| Forergn exchange rates of countries
~Inflation, interest and wages rates
‘Economic znd trade agreernent

Entry barriers

Globalization and liberalization of trade

Double taxation relief agreements
BOP and BOT |
Monstary and sconormic polrey Pl LT a2
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7 '-Personal and corporate tax rates
" BOP and BOT |

Foreign exchange rates of countnes A

, :"Monetary and econormic policy
' -Govemment pollcy and subsrdy
_ Fiscall deficit
5 Entry and exrt barrrers
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Size ofbusmess Vg B W i
; LB Expectatlon of market return

o _Assets and Ilablhty structure of ﬂrm
- Efficiency of the firm
;:Ownershlp pattem '

- Age of the business

i i’t = gt ‘ ‘I .r’__

- Liquidity of the firm -
» Technology adapted R e, g
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focus on the organlzatlon on whole the
concept is based on the present scenario
~organization and setting up the target to
achieving the context of an intelligent and
knowledgeable anticipation of changes in
‘the environrnent.

It should enables the firm to allocation of
funds, capitalizations of relative strength,
rnitigations of weakness,~ - earnly .-
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' They are mferences as to what the future may o
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Extends over a tlme honzon
~Based on:

i Econormic assumptlons (mterest rate, mﬂatlon
 rate, growtn rate and so on). '

i Sales forecast.

i, Pro forrma statements of Income account and
- Balance sheet
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Cash Budgets Operatmg Budgets Sales
Budget

~Simple Imear Regressnon method
Multlple regressnon method




Performa Flnanmal
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g comprehenslve Ioek at the hkely future f nanclal
Yis performance L - |

Pro forma Income Statement (Represents the f
{ _operatlonal pIan for the whole organlzatlon )

7 e forma Balarcs sheet (Reﬂects the cu_mulatlve |

7 _J-.mpact of antlclpated Future decisions).
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Percent of Sales Method
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~ltis traditional method used to forecast the
sales by calculating the number of days
~ sales and established its relation with the
palance sheet iterns to arrive at the
forecasted balance sheet. Specially
ermphasized on firms funs requirements
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5. Projected value for Equuty and preferentlal capltal can
- be set tentativaly equal to their previous values.

g Projected valuss for loan funds will be teniativaly equal
to their previous level less repayrments or retirernents.

O

- Cornpare the total of asset side with that of liabilities
side and determine the balancing figure. (If assets
exceed liabilities, the balancing figure represents
'extemal fundmg requnrement If Ilabllltles exceeds
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A good exarmple of short-termn financial planning is
the Cash Budget. The Cash Budget is an estirnalte
of future cash inflows and outflows. Cash Budgets
‘are often included with the Budgeted Balance
Sheet. However, it should be noted that Cash
Budgeis are not widely used as a general
forecasting tool since they are specific to one
account, narmely cash. Instead, Cash Budgets arre
often used by Cash Managers and Treasury
personnel for managmg cash
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can rely on the average relatlonshlps between &
dependent variable and an independent variable. Simple -
‘regressions look at one independent variable (such as
sales pricing or advertising expenses) whereas multiple
regressions consider two or rore variables (such as
‘sales pricing and advertising expenses  togsther).
Regression analysis is very popular for forecasting sales
since it helps us find the right fit over a range of
observations. For example, “if we plot out the following
observatlons We Can prepare 2l scatter graph and fi nd

il 3"




Scatter Graph for

Advertising Exp. Sales Five Observations

Dollars

$ 100 $ 1,500
$ 150 $1560 [
$ 180 $1610 [
$ 220 $1655 [
$ 270 $ 1,685

50 9§50 100 $150 $200 $250 $300

Advertising Dollars
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- incorne realized in a cash as well as credit
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led projecied statements of

‘detai

incorne and expenditure of a firm. cash

flow rnainly focus on cash inflows and out

flows of various details represents in

‘balance sheet and income staternents

Fund flow mainly focus on working capital
requirernent and application of various
sources of fund and. utilization of that
resources of the firm affecting balance
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