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PREFACE

~ This book “BASIC FINANCIAL MANAGEMENT” is designed to equip
students or its readers on the importance and significance of managing financial
resources of the business. It aims to inculcate awareness that financial literacy
is an essential component in decision making. Knowledge of basic financial
management would help business stakeholders to make viable decision related
. to proposed projects or investments. It also equip them with the necessary tools
that will guide them in business management, proper utilization and allocation of
financial resources that will help improve the business overall performance and
profitability.

The book consists of nine chapters. At the end of each lesson and chapter,
related activities are given to develop students skills on critical /analytical thinking,
creativity, decision making, team building and communication.

Chapter One gives an overview of financial management which include
topics such as its definition, importance, fundamental concepts and the role of the
financial manager in a business organization.

Chapter Two is all about the cash flow statement with topics such as its
objectives and the various business activities in terms of sources and uses of cash.
. It will also discuss the methods related to cash flow preparation.

Chapter Three will equip the students in understanding the basic financial
statements as a tool in decision making. Topics such as an overview on financial
statement analysis , horizontal, vertical and ratio analysis will be thoroughly
discussed to help students appreciate the use and function of the financial
statements.



Chapter four deals with the time value of money with detailed discussion
related to present value and future value concepts. Topic related to risk and return
is included for students to appreciate the consequences of every investment
decision.

Chapter Five is all about the concepts and various valuation methods used

if the business organization decided to make an investment on either bonds and
stocks.

Chapter Six discusses the cost of capital, borrowmg, debt and equity in order
to make viable investment decisions.

Chapter Seven focuses capital budgeting which aims to give students the
necessary tools to evaluate projects or investments such as payback period, .
discounted payback period, accounting rate of return. net present value, internal
rate of return and proﬁtabxhty index.

Chapter Eight relates to working capital management and will include topics
with regards to its various elements, types, objectives, capital cycle and approaches.

Chapter Nine will give students an overview on corporate financial planning
process

It is with fervent hope and prayer that this book will serve as an inspiration to
the students or readers to choose the path of becoming an entrepreneur to make a

great impact and significant change towards economic growth and development
of the community, society and the nation.

The Author
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