
 

 

Lecture One - Introduction to Finance and Accounting Revision 
  
Introduction to Finance: 

1. What does business/corporate finance look at? 

The financial aspect of running a business 

  

2. What three questions does it explore? 

1. What long-term investments should be business make? 

E.g. What machinery, land, building or business should we buy? 

2. How will the business finance these investments? 

E.g. Where and who are we going to get the money from? 

3. How will the business manage everyday financial activities? 

E.g. Collecting payments from customers, and paying suppliers 

 

3. What do you use to address the three previous questions? 

i. Capital Budgeting  

ii. Capital Structure  

iii. Working Capital Management  



  

4. What is capital budgeting? 

The process of planning and managing a firm’s long-term investments  

◦ Where you identify Investment Opportunities worth more to the firm than it cost 

them.  

◦ Generally, this occurs where the cash flows from the investment exceeds the cost to 

undertake the project.  

  

5. What is the capital structure? 

The mixture of debt and equity that the firm uses to finance it operations/investments.  

◦ How, and where should the financial manager raise the money. Eg. Should we raise 

via share offering (equity), or take on more debt.  

◦ What is the least expensive source of funds for the firm?  

  

6. What three things do you need to consider with respect to future cash flows from 

investment projects? 

1. Size: What amount will you receive?  

2.  Timing: When and how often will you receive them?  

3. Risk: What is the likelihood that you will receive the cash flow? eg. Probability of 

100% or 0%?  

  

7. What is working capital? 

The capital within a business which is used in its day-to-day operations  

Common Examples includes inventory (asset), accounts receivable (liability).  

  

8. What does good management of working capital ensure? 

Good Management of Working Capital ensures the firm can operate efficiently with minimal 

disruption.  

  

9. When managing working capital you often need to decide what three things? 

1. How much Cash and Inventory should we hold?  

2. Should we sell on credit to our customers?  

3. What Short-Term Financing options do we have, and should we use it?  
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