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Scheme of Presentation

Unit IV

• Personal Financial planning

•Need for financial advisory services

• Scope of financial advisory services

•Business model for financial planning

•Assets, liabilities and net worth,

preparation of budget

• Financial planning delivery process

•Asset classes

• Portfolio construction

• Practical asset allocation

•Rebalancing Strategies

•Need for portfolio monitoring

•Re-balancing.



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





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

Financial Planning Vs Wealth Management

Basis Financial Planning Wealth Management

Objective

Managing income and expenses to

achieve financial goals and ensure

financial security.

To manage existing investment to earn

maximum return.

Scope

It includes managing monthly expenses,

tax saving, tax planning, retirement

planning, etc.

It includes making new investments, asset

allocation, portfolio balancing, etc.

Type of management

Passive management, as you make your

financial plan for the long term and work

on it.

Does not require frequent monitoring.

Active management, as you have to

monitor and manage your investments

regularly.

Financial decisions
Taken on the basis of financial goals,

income, expenses, risk tolerance, etc.

Taken on the basis of an existing

investment portfolio.





Financial Planning Process



Budget





Importance of budgeting



Process of Budget



Budgetary Procedure



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

7. Reporting

8. Budget Revisions

9. Evaluation and Feedback

10. Long-Term Planning



Budget Forecasting and Planning



DIFFERENT TYPES OF BUDGETS 





Principles of Budgeting 















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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