
FINANCIAL MANAGEMENT 

Module Aim 
To enable candidates to recommend relevant options for financing a business, 
recognise and manage financial risks. 

Syllabus Learning Outcomes 
On completion of this module, students will be able to: 

 Identify capital requirements of businesses, assess financing options and 
recommend relevant methods of financing. 

 Identify the financial risks facing a business and the principal methods of 
managing those risks. 

 Apply appropriate investment appraisal techniques taking into account other 
factors affecting investment decisions. 

Module Outline and Detailed Syllabuses 
1. Financing Options  

 Explain the general objectives of financial management and describe the 
financial strategy process for a business. 

 Describe the impact of financial markets and other external factors on a 
business’s financial strategy, using appropriate examples to illustrate the 
impacts. 

 Describe the implications of terms included in loan agreements in a given 
scenario (e.g. representations and warranties; covenants; guarantees). 

 Explain the roles played by different stakeholders, advisors and financial 
institutions in the financial strategy selected by a business. 

 Identify the possible conflicts of objectives between different stakeholders in 
a business. 

 Compare the features of different means of making returns to owners and 
lenders, explain their effects on the business and its stakeholders, and 
recommend appropriate options in a given scenario. 

 Identify and calculate a business’s future requirements for capital, taking into 
account current and planned activities referring to levels of uncertainty and 
making reasonable assumptions which are consistent with the situation. 

 Assess the suitability of different financing options for a given business. 

 Identify in the business and financial environment factors that may affect 
financing for investment in a different country. 

 Compare the financing costs and benefits (including those that are not 
separately quantifiable) of various courses of action, using appropriate 
appraisal techniques. 

 Calculate and interpret the costs of different financing methods (before and 
after tax) and the weighted average cost of capital. 

 Explain, in non-technical terms and using appropriate examples, the effect of 
capital gearing/leverage on investors’ perception of risk and reward. 

 Describe options for reconstruction (e.g. group reconstruction, spin-off, 
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purchase of own shares, use of distributable profits). 
 
2. Managing  Financial Risk 

 Identify and describe the key financial risks facing a business in a given 
scenario. 

 Explain how financial instruments (e.g. derivatives, hedging instruments) can 
be utilised to manage financial risks and describe the characteristics of those 
instruments. 

 Explain different methods of managing interest rate exposure appropriate to 
a given situation and perform non-complex calculations to determine the 
cost of the hedge. 

 Explain different methods of managing currency risks appropriate to a given 
situation and perform non-complex calculations to determine the cost of the 
hedge. 

 Explain methods of managing other key financial risks and perform non-
complex calculations to determine the cost of particular methods. 
 

3.  Investment Decisions and Valuation 

 Select and justify investment appraisal techniques which are appropriate to 
the objectives and circumstances of a given business. 

 Explain the investment decision making process. 

 Select and justify an appropriate discount or interest rate for use in selected 
investment appraisal techniques from information supplied. 

 Choose appropriate values to be used in selected appraisal techniques from 
information supplied, taking account of inflation and tax. 

 Apply appraisal techniques and demonstrate how the interpretation of 
results from the techniques can be influenced by an assessment of risk. 

 Recognise how the results of the appraisal of projects or groups of projects 
are affected by the accuracy of the data on which they are based and factors 
which could not be included in the computational analysis. 

 Calculate the optimal investment plan when capital is restricted. 

 Recommend and justify a course of action which is based upon the results of 
investment appraisal and consideration of relevant non-financial factors such 
as sustainability and which takes account of the limitations of the techniques 
being used. 

 Draft a straightforward investment and financing plan for a given business 
scenario. 

 Value shares and businesses using income and asset based approaches 
(including performing appropriate sensitivity calculations). 

 


