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Overview of Finance 
 
•Understanding finance is critical for successful management of any business  
  
•Financial management of a business requires: 

• Assessment of current business 
• Evaluation of future financial needs (short and long term) 
• Investment decisions 

 
•Finance knowledgeable business owners and managers have the competitive 
advantage of making sound decisions for business growth  
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Current Business Status 
  
•Assessment of business external environment: country, economy, industry 
 
•Evaluation of business internal capabilities in areas of marketing, operations, 
supply chain, human resources, management preferences  
 
•Quantitative analysis of a business  performance: 

•Financial statements 
•Financial ratios 
•Cash flow  
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Business Financial Needs for Sustainable Growth 
 
•Short Term (1 year) 
 
•Pro-forma financial statements that will validate the projected sales for the 
future year 
 
•Assumptions should be rolled  in the pro-forma income statement, balance sheet 
and cash flow  for profit margin estimation 
 
•Emerging alternatives require analysis for financial decision on issuing debt, 
issuing equity or cutting on paid dividends 
 
 
 
 
 
  

Finance 
416-831-3773 

info@businessknowledgeinc.com 



 
Business Financial Needs for Sustainable Growth (Cont`d) 
 
Long Term 
 
•Common instruments for long term financing (capital raising)  are debt, bonds, 
common shares or preferred shares 
 
•Each method of financing implies costs and a business should evaluate the yield 
on borrowed money 
 
•Optimal capital structures should be considered as a mix of debt and equity 
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Business Investment Decisions 
 
•Business owners and managers need to answer the following questions before 
making any investment decision: 
 

•What is the decision to be made? 
•What are the decision making criteria in place? 
•What are the alternatives? 
•What is the alternatives analysis outcome? 
•What is the decision and how to implement it? 
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Business Investment Decisions (Cont’d) 
 

•Financial quantification of decisions involves understanding the time value of 
money 
 

•Money invested has an associated cost (opportunity cost)  and a fair return 
should be evaluated over a given period 
 

•Methods and concepts for evaluating investments: 
•Present Value  and Future Value 
•Bond Valuation 
•Constant Growth Dividend Discount Model 
•Payback Method 
•Net Present Value 
•Internal Rate of Return 
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Finance Systemic Approach 
 

• Business present performance and future financing needs are integrated through 
the use of key finance concepts and analysis of business environment 
 

•The economic perspective, and industry current life cycle stage are external 
factors  setting the economic context 
 
•Business financial statements analysis and their projections through the use of 
applicable pro-forma offer the perspective on future business performance 
 

•Financial needs are quantified and means for obtaining capital and investment 
decisions are employed 
 

•Business valuation models offer market value perspective and investment or 
divestment decision  time line 
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