
FINANCIAL MODELLING LECTURE 1

Learn to build a simple integrated financial statement model. Section 1 will introduce the accounting equation and the
three primary financial My advice would be to download the excel template attached to this lecture and build the model.

Scenario planning: Strategic planners will frequently use a financial model to run scenarios which look at how
future changes in the business environment might impact the future profitability of the company. Hard coding,
especially if subsequent changes are made by someone other than the model creator, can lead to very
misleading results. It will introduce you to modeling techniques, spreadsheet models and common applications
for investment analysis, forecasting, company valuation and much more. Never Round Numbers Use Excel to
round the numbers for presentation. Grid integrity means that in all the sheets of your workbook the same
column will refer to the same year. This makes it easier to check your model is working as expected.
Consistent Formulas Each row in your model should contain only one consistent formula. We can look at
forecasting the margins on this basis. In addition they also often include calculation sheets and also sheets of
further analysis and graphs. Step 3B â€” Costs Projections Percentage of Revenues: Simple but offers no
insight into any leverage economy of scale or fixed cost burden Costs other than depreciation as a percent of
revenues and depreciation from a separate schedule: This approach is really the minimum acceptable in most
cases, and permits only partial analysis of operating leverage. Once we have created a very simple model we
will then look at running scenarios on our model article 4 and then how to increase the depth of the model to
incorporate more complexity article 5. Now we can assume a sales growth percentage based on the historical
trends and project the revenues under each segment. For example, use sum check formulas to ensure that your
balance sheet balances. Excel Skills for Business Certification Coursera This Excel financial modeling course
is intended for anyone who wishes to understand one of the most in-demand digital skill today. What is a
financial model? Keep Formulas Simple Avoid complex formulas. It is normally very difficult to project the
Goodwill for future years. Putting checks in place helps to catch errors in the model. Business and Financial
Modeling Certification Coursera This financial modeling course is designed to help you to make informed
financial and business decisions. Financial models need to be handled with care. This will also feed into the
decision making process for future capital expenditure.


