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Financial Planning

1. Financial planning is the backbone of the business planning and 
corporate planning. 

2. It helps in defining the feasible area of operation  
3. The financial planner helps the customer to maximize his existing 

financial resources by utilizing financial tools to achieve his financial 
goals.;  

4. There are 3 major components of Financial planning:  
1. Financial Resources (FR) 
2. Financial Tools (FT)  
3. Financial Goals (FG) 

FR+FT=FG 
5. For an individual, financial planning is the process of meeting one’s life 

goals through proper management of the finances. 
6. These goals may include buying a house, saving for children's education 

or planning for retirement. 
7. It is a process that consists of specific steps that helps in taking a big- 

picture look at where you financially are. 
8. Using these steps you can work out where you are now, what you may 

need in the future and what you must do to reach your goals.

1. Clear and 
realistic 
strategy;  

2. The financial 
resources, 
controls and 
systems to 
see it 
through; 

3. The right 
management 
team and 
processes to 
make it 
happen; 

3 Essential 
Elements of 

any Business

Strategies at Different 
Hierarchy Level

Business Level

Corporate Level

is concerned with selection of businesses in 
which a company should compete and also 
with the development and coordination of 
that portfolio of businesses. 

Functional Level

are about practical coordination of operating 
units and developing and sustaining a 
competitive advantage for the products and 
services that are produced. 

is the level of the operating divisions and 
departments. Strategies in R&D, operations, 
manufacturing, finance, and Human 
Resource’s involve the development and 
coordination of resources through which 
business unit level strategies can be 
executed effectively and efficiently.

Acceptability 

Suitability 

Whether the strategy would work 
for the accomplishment of 
common objective of the 
company. 

Determines the kind and number 
of resources required to 
formulate and implement the 
strategy. 

Feasibility 

It is concerned with the 
stakeholders’ satisfaction and can 
be financial and non-financial 

3 Questions to be 
answered by Corporate 

Level Strategy
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Interface of Financial 
Policy & Strategic 

Management
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Decisions falling 
within Financial 

Strategy

1. have a clear strategic 
direction;  

2. able to attract, manage 
and retain competent 
staff;  

3. able to demonstrate its 
effectiveness and impact;  

4. have an adequate 
administrative and 
financial infrastructure;  

5. scan its environment or 
context to identify 
opportunities for its work;  

6. get community support 
for, and involvement in its 
work

What makes an 
Organisation 
Sustainable?

1. Have more than one 
source of income;  

2. Have more than one way 
of generating income; 

3. Do strategic, action and 
financial planning 
regularly;  

4. Have adequate financial 
systems;  

5. Have a good public 
image;  

6. Be clear about its values; 

7. Have financial autonomy.

What makes an 
Organisation Financially 

Sustainable?

International Financial Management
International Working Capital 

Management

Objectives of International Cash Management

The main objectives of an effective system of international cash 
management are:

1. To minimise currency exposure risk

2. To minimise overall cash requirements of the company as a 

whole without disturbing smooth operations of the subsidiary 
or its affiliate


3. To minimise transaction costs

4. To minimise country’s political risk

5. To take advantage of economies of scale as well as reap 

benefits of superior knowledge.

How Centralised Cash Management helps MNCs

1. To maintain minimum cash balance during the year

2. To manage judiciously liquidity requirements of the centre

3. To optimally use various hedging strategies so that MNC’s 

foreign exchange exposure is minimised

4. To aid the centre to generate maximum returns by investing 

all cash resources optimally

5. To aid the centre to take advantage of multinational netting so 

that transaction costs and currency exposure are minimised

6. To make maximum utilization of transfer pricing mechanism 

so that the firm enhances its profitability and growth.

International Sources of Finance

Global Depository Receipts 

1. GDR is similar to an ADR, but is a depositary receipt sold 
outside of the United States and outside of the home country 
of the issuing company.


2. If the Indian Company which has issued ADRs in the 
American market wishes to further extend it to other 
countries such as Europe, then they can sell these ADRs to 
the public of Europe and the same would be named as GDR.

1. Accessibility to foreign capital markets


2. Rise in the capital because of foreign investors

Advantages of GDR to Issuing Company

Advantages of GDR to Investor

1. Helps in diversification, hence reducing risk


2. More transparency since competitor’s securities can be 

compared

Euro Convertible Bonds

1. Euro Convertible bonds are quasi-
debt securities (unsecured) which 
can be converted into depository 
receipts or local shares.


2. ECBs offer the investor an option 
to convert the bond into equity at 
a fixed price after the minimum 
lock in period.


3. The price of equity shares at the 
time of conversion will have a 
premium element. The bonds 
carry a fixed rate of interest.


4. Indian companies which have 
opted ECBs issue are Jindal 
Strips, Reliance, Essar Gujarat, 
Sterlite etc.


5. Indian companies are increasingly 
looking at Euro-Convertible bond 
in place of Global Depository 
Receipts because GDRs are 
falling into disfavour among 
international fund managers.

American Depository Receipts 

1. U.S. banks simply purchase a large lot of shares from a 
foreign company, bundle the shares into groups and 
reissue them on either the NYSE, AMEX or Nasdaq.


2. The depository bank sets the ratio of U.S. ADRs per home 
country share. This ratio can be anything less than or 
greater than 1. For example, a ratio of 4:1 means that one 
ADR share represents four shares in the foreign company.

1. ADRs allow US Investor to invest in companies outside 
North America with greater ease.


2. By investing in different countries, you have the potential 
to capitalize on emerging economies.

Disadvantages

1. ADRs come with more risks, involving political factors, 
exchange rates and so on.


2. Language barriers and a lack of standards regarding 
financial disclosure can make it difficult to research 
foreign companies.

Advantages

Foreign Currency Convertible Bonds

1. A type of convertible bond issued in a currency different 
than the issuer's domestic currency.


2. A convertible bond is a mix between a debt and equity 
instrument.


3. It acts like a bond by making regular coupon and 
principal payments, but these bonds also give the 
bondholder the option to convert the bond into stock.

Advantages

1. Flexibility to convert the bond into equity at a price or 
redeem the bond at the end of a specified period,.


2. Companies prefer bonds as it leads to delayed dilution of 
equity and allows company to avoid any current dilution 
in earnings per share 


3. Investor is assured of a minimum fixed interest earnings.

Disadvantages

1. Exchange risk is more in FCCBs as interest on bonds 
would be payable in foreign currency.


2. FCCBs mean creation of more debt and a forex outgo in 
terms of interest which is in foreign exchange.


3. The interest rate is low, say around 3– 4%.

International Capital 
Budgeting

Complexities involved in 
International Capital Budgeting

1. Cash flows from foreign projects have to be 
converted into the currency of the parent 
organization.


2. Profits remitted to the parent firm are 
subject to tax in the home country as well 
as the host country


3. Effect of foreign exchange risk on the 
parent firm’s cash flow


4. Changes in rates of inflation causing a shift 
in the competitive environment and thereby 
affecting cash flows over a specific time 
period


5. Restrictions imposed on cash flow 
distribution generated from foreign 
projects by the host country


6. Political risk in the form of changed 
political events reduce the possibility of 
expected cash flows


7. Estimation of the terminal value in 
multinational capital budgeting is difficult 
since the buyers in the parent company 
have divergent views on acquisition of the 
project.
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It’s simple, “Work hard when it’s time to work and drink hard when it’s time to celebrate, don’t put average efforts, this is what everybody is doing around you and you are doing no good. You can do much better than anybody. Put that extra effort because this is what is going to change your entire life. When you are going to travel on your dream path, it’s not going to be 
easy but yes it’s going to be worth it. 

Old 
Syllabus

New 
Syllabus

New 
Syllabus


