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Financial Planning

Setting goals: Consider your short- and long-term goals, such as saving for education or retirement

Assessing your current situation: Take a comprehensive look at your finances, including your savings, investments, and debt
Creating a budget: Create a budget to help you manage your finances

Managing debt: Consider how to manage your debt

Saving and investing: Consider how to save and invest to help you reach your goals

Protecting your assets: Consider how to protect your assets through insurance and estate planning

Managing taxes: Consider how to effectively manage your taxes

Planning for retirement: Consider how to plan for retirement



What is Financial Planning?




Process of Financial Planning




Objectives of Financial Planning

Preparing a budget

Determine current financial position
Setting up financial goal

Setting up financial plans

Review financial plans



Reasons for Financial Planning

It helps you to set up your financial goals, such as buying a house, car, savings for children, etc, and work

toward specific financial goals.

It helps you create a budget that enables you to cut unnecessary expenses, reduce debts, and increase disposable

income.

It encourages regular saving and investment, through which you can accumulate a good corpus in future by

investing regularly.

At retirement, you require a regular flow of income. With you can build a good retirement corpus, through

which you can have regular income to fund your daily expenses.

It helps you to minimise your tax liabilities by allocating your money to various tax-saving investments.



Financial Planning Vs Wealth Management

Basis Financial Planning

Objective

Type of management

Financial decisions

Managing income and expenses to
achieve financial goals and ensure
financial security.

It includes managing monthly expenses,
tax saving, tax planning, retirement
planning, etc.

Passive management, as you make your
financial plan for the long term and work
on it.

Does not require frequent monitoring.

Taken on the basis of financial goals,
income, expenses, risk tolerance, etc.

Wealth Management

To manage existing investment to earn
maximum return.

It includes making new investments, asset
allocation, portfolio balancing, etc.

Active management, as you have to
monitor and manage your investments
regularly.

Taken on the basis of an existing
investment portfolio.
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Financial Planning Process
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Budget

A Budget 1s a strategic financial plan that outlines income
sources and expenses for a defined period, typically monthly,
quarterly, or annually. Whether for individuals, businesses,
governmental bodies, or non profits, budgets serve as essential

tools for resource allocation and financial goal attainment.
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Importance of budgeting
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Process of Budget
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Budgetary Procedure

Steps in Budgetary Procedure
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Steps In Budgetary Procedure

1. Setting Objectives and Goals
2. Gathering Information

3. Budget Preparation

Revenue Projections: Carefully estimate all anticipated income sources, encompassing revenue from
sales, investment returns, grants, loans, and other financial inflows.

Expense Estimation: Systematically categorises and estimates every expected expense, distinguishing
between fixed expenditures (e.g., rent, salaries) and variable costs (e.g., utilities, supplies).

Capital Expenditure: Consider any substantial investments in assets or infrastructure that require
budget allocation.

Contingencies: Prudently allocate a portion of the budget to accommodate unforeseen or emergency
expenses.

Budget Categories: Hierarchically organise expenses into categories to provide clarity and structure to
the budget, facilitating meticulous financial oversight.



4. Negotiation and Approval
5. Implementation

6. Monitoring and Control
/. Reporting

8. Budget Revisions

9. Evaluation and Feedback

10. Long-Term Planning



Budget Forecasting and Planning

PLANNING, BUDGETING & FORECASTING

Enter your sub headline here

Planning

Set Vision Statement
Value Driver Analysis
KPI Definitions
Target Settings

Create high level multi-
year plan by function/BU

Adopt driver based,
historical based and
zero based models

Create standards based
on value drivers

Apply bottom-up and
top-down approaches

Build in Process
Workflow

(@ Forecasting

Measure forecast
reliability on controllable
items

Adopt driver based,
historical based and zero
based models

Update forecast on
exception basis

Adopt Rolling Forecast




DIFFERENT TYPES OF BUDGETS




Preparing the Budget

Communicating the Budget

Measuring Results

Comparing results and analysing deviations

Reporting the results and taking corrective actions

Revising of the Budget




Principles of Budgeting

Should be an annual
affair

One budget forall
financial transactions of Should be on cash basis
the government

el Principles [

of
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Should be gross and not
Budgeting should be net. ie Gross
close, ie no guess work or transactions of each
guess estimates departmentshould be
shown.




Types Of Asset Classes
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Methods and Techniques for Asset Classification
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Criteria for Classifying Assets

Asset type ‘ Asset risk

2 Asset function % . Asset value




Implications of Proper Asset Classification

Improved asset
performance and
optimization

Increased asset
transparency and
accountability

Enhanced asset risk
management and
compliance



PERSONAL FINANCE MASTERCLASS

How to Decide your Asset Allocation?

Risk Appetite

Define how much
risk you are willing
to take for an
investment.

Investing based on
long term goals is
very different from
Investing based on
Short Term Goals

Psychology

Knowing your
psychology is very
important, if you
cannot sleep well
with your
investments then
they probably are
not worth it

If you are young,

you have a long

runway ahead of

you and should
allocate more

towards equities

than someone who

is much older

Responsibilities

If you have
responsibilities and
dependents, its
likely that your risk
taking capacity isn't
high and thus your
investments need
to be more ona
safer side




High Risk Investments

Examples: futures, options, commodities,
penny stocks precious metals and gems,
collectibles, peer-to-peer lending and
cryptocurrencies

Moderate Risk Investments
Examples: income stocks. growth stocks,
mutual funds, index funds, real estate

Moderate Risk

Low Risk Investments
Examples: cash and cash equivalents,
money market accounts and funds,
treasury bills, certificate of deposits,
government and corporate bonds.



Portfolio Construction

Portfolio Construction Is the process of investing in different
types of asset classes and financial products, keeping market
types and risks, diversification needs, fund management
efficiency, risk tolerance, investment time horizon, and long-
term and short-term financial goals in mind. The purpose is to
strategically allocate capital to improve portfolio returns.
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Analysis of Constraints

@

Determination of Objectives

2

Selection of Portfolio (Bonds, Stocks)

2
Assesment of Risk & Return
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What Is Portfolio Rebalancing?

Single
portfolio
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Results and returns
depend on diverse
portfolios

Portfolio
Rebalancing
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Liquidating
Assets

Allocating
Funds

Asset
Mixing

Avoiding
Emotional
Decisions



Strategies for Effective Portfolio Diversification

MAsset Allocation

B

Geographic
Diversification

mSector Diversification

Investment Styles and
Strategies

mRebalancing



Important factors for
portfolio management
Investment

Risk Risk tolarence
\ goals management
Asse.t Rebalancing lnves?ment
\\allocatlon horizon
Tax Market
implications conditions

. Diversification



Thank You
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