Financial Planning & Financing
Investment Analysis (nicht so wichtig)
Investment analysis is an important tool for every businessman. It tries to find out, if a possible investment would be profitable and, if yes, how much profit can be expected from that particular investment. Another use of it is, to make investments comparable. Thus, it may help the entrepreneur to decide, if a particular investment should be preferred over another.
There are multiple methods of investment analysis. Basically they can be separated into two groups:

· Static methods

· Dynamic methods
Static methods

Static methods do not take into account the time, which an investment takes. This makes it impossible to determine, if an investment generates profit faster than another one.

Examples for static methods are:

· Break Even Calculation (Break Even Point = Number of units to sell to start generating profit)

· Return on Investment  (ROI, Useful to compare individual investments)
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Dynamic methods

On the other hand, dynamic methods take into account the time. This yields more detailed results when comparing investments, because it doesn’t only tell, how much profit can be expected, but also how fast the profit will be generated.

An example is the Net Present Value (NPV) method. It calculates, how much the amount of money invested would be worth after the time taken by the investment, when invested in a low risk type of investment (e.g. savings book).

Financial Planning
Every company has to do external financial accounting in form of the Annual Financial Statement (AFS), which consists of the P&L-account and the balance sheet. The structure of the AFS is regulated by law and it contains only facts about the company and how it performed in the past. Also these statements are visible to anybody, who wants to see them.

Financial planning is the internal counterpart to the AFS. Its contents are estimations about how the company will perform in the future and what it will look like then. Financial planning is not regulated and needs not to be shown to anybody outside the company.
Budgeting (nicht so wichtig)
As the AFS does, financial planning consists of a P&L-account and a balance sheet. This time they are called budgeted P&L-account and budgeted balance sheet.
A budgeted balance sheet contains the assets, equity and liabilities of the company, as they are expected to be after the following year. 

Budgeted profit and loss accounts (P&L-accounts) list the incomes a company expects to have and the expenses it plans to have in the following year. 
Financial plans can be drawn up multiple years in advance to have a clear plan for the future and to set realistic targets.
Budgeting offers the possibility to plan the financial development of a company. Additionally, if a financial plan exists, the company may compare its performance to the plan and detect, if it is doing better or worse than it was expected to.
Liquidity Planning (wichtig)
A problem arises, when budgeting is performed alone: Budgeting does perfectly show, what a company will look like after some period of time, but it completely fails in predicting the liquidity situation of the company during that period of time.
Liquidity planning solves this problem. A liquidity plan shows the liquid funds of a company in small time steps (months or even weeks), with all the cash inflows and outflows. Only cashflows are taken into account in the liquity plan (no depreciation, only actual payments).
The liquidity plan helps companies to detect funding gaps (times of negative liquidity) in advance and therefore prevent liquidity shortages.
Financing (wichtig)
“Financing” or “Fundraising” means bringing new capital into a company. It raises the amount of money on the equity & liabilities side of the balance sheet.

Equity Financing
Equity financing increases the equity capital, the share of the company’s capital, which belongs to the company’s owners.
There are some obvious benefits of equity financing:

· The money needs not to be paid back.

· There are no interest payments for the equity capital.

The possibilities for equity financing depend on the company’s form of business:

· For any type of partnership (general, limited…), additional private capital from the owners could be brought into the company or new partners could enter the partnership.
· For private limited companies also private capital from the owners could be brought into the company.

· Public limited companies could issue new shares to raise their equity capital. This is also called a capital increase.

Another possibility of equity financing is venture capital: A company invests in a new, very innovative company. They hope that the investment will pay off a multiple of the original investment amount. This is a high risk investment for the existing company and a very good financing possibility for the startup-company.
Debt Financing
Debt financing raises the amount of borrowed capital in a company.

The main drawbacks of debt financing are the opposites of the advances of equity financing:

· The money must be paid back after a certain amount of time.

· There are interests that must be paid.

There are many ways of debt financing. Some of them are the following:

· Bank loans are the most famous variant of debt financing. A bank brings capital into the company and expects regular interest payments in return. Banks have to check the creditworthiness of a company before granting a loan, because they must be sure, that the company can pay the money back.

· Overdraft accounts are normal bank accounts, which are allowed to go into negative balance. Overdraft accounts are a very fast way of financing, but there are very high interests to be paid.
· Bonds are similar to bank loans, but they are bought by private persons or other companies. Big companies prefer them, so they do not depend on the bank that much.

· Leasing has become a popular way of financing in the last few years. The company rents machines, cars or even whole production sites from another company for fixed, regular payments. Often there is the possibility to purchase the leased thing at the end of the contract. This is called financing leasing. If this possibility does not exist, it is called operating leasing.
· Sale & Lease Back is a possibility of raising money in the short term. Some fixed assets are sold to someone else and then leased back to go on using them. The money can then be invested in other more profitable investments.

· Factoring is selling accounts receivable to a factoring company, which pays a lower amount of money for it, but takes the risk of not getting them paid and waits for the payment. For example accounts receivable that have to be paid in six months can be factored and therefore turned into money immediately.
Subsidies

Subsidies are funds from governments and other organization. These can be equity capital, when they do not need to be paid back or debt capital, for example when a part of the securities for a loan are given.
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