APPLIED FINAN



What iIs Finance

1. SUB-SET OF ECONOMICS AND IN ESSENCE IS ALSO TERMED AS
APPLIED MICRO-ECONOMICS.

2. IMPORTANT BUSINESS ACTIVITY.

MENT SCIENCE.




GDP: A measure of the final goods and services, produced by the residents of the
country with resources located in that country. GDP=(C+I+G)+(X-M) {Domestic
Economy}; 5.3% India’s GDP growth during Jan-March 2011-12, slowest in 9 years.

GNP: The value measured at market prices, of all final goods and services produced
by an economy in one year. GNP=(C+1+G)+(X-M)+(R+P) {Open Economy}

lIP: Index of Industrial production, released monthly, is a measure of capturing
production across factories in India. It records output in factories across three
categories-mining, electricity, manufacturing, 1P was flat at 0.1% in April.

WPI: Wholesale price Index; This is India’s most watched cost of living index.
Calculated on a monthly basis, the index gives trends in inflation rate or the rate at
which wholesale prlces of goods such as vegetables fuel, manufactured items and




INDUSTRY

BUSINESS

e a FINANCE

Economics Focuses on optimization of Valued Goals.

Finance Focuses on Wealth Maximization

To Sum up, a basic knowledge of macro-economics is necessary “for
understanding the environment in which company/firm operates.

Good grasp of micro-economic principles is helpful in sharpening t

financial decision making




Major Business Activities In a Firm Is
categorized as:-
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CHOICE OF FINANCIAL MARKET
AL INSTRUMENT---FINANCING

Investors provide the initial cash required to
finance the business proposal

The proposal generates cash to investors
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FINANCING INVESTMENT
DECISION DECISION DECISION

1. Investment or Long Term Asset Mix Decision /
2. Financing or Capital Mix Decision

3. Dividend or Profit Allocation Decision

4. Liquidity or Short Term Asset Mix Decision
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Economic Risk + Operational Risk + /
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= Share Capital

= Equity
= Preference
= Reserve &Surplus
= Secured Loans
Debentures
Loans and advances




The Net Working Capital Investment Decisions
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¢ <Capital
1 Tangible

Budgeting” ® “Capital Structure”

2 Intangible




Net Sales
Cost of goods sold
= stocks

= Wages and salaries

= Other manufacturing expenses
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Financial
managers

(4b)

(1) Cash raised from investors
(2) Cash invested in firm
(3) Cash generated by operations

(4a) Cash reinvested

(4b) Cash returned to investors
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Contemporary Approach

Concern on Institutional Imperatives referred as the focus which lead
to divergence between the goals of Managers and Shareholders. Instead
of merely focusing on the efficient allocation of funds among various
assets and the acquisition of funds on favorable terms.




Business Knowledge

;

Effective Costing, Planning & Evaluation

Risk Management

Standards Compliance

Effective Communication

Performance Management

Forecasting, Planning and Budgeting

Accounting/ Financial Knowledge

Strategic
Focus






