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Introduction to Financial
Sourcing Management

Learn about the important role that financial sourcing management plays
in business and how to select the right source of finance.

Ms.D.Deepa,AP/MBA-BSPINE
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Definition Importance in Business Types of Financial
Sources

Financial sourcing Effective financial sourcing

management involves the management can help Financial sources can be

identification, evaluation, and businesses raise capital, divided into two broad

selection of the best sources manage their financial categories: internal sources,

of capital to meet a company's resources, and ensure their which include retained

financial needs. long-term viability and earnings and the sale of
success. assets, and external sources,

which include loans, bonds,
and equity financing.

Factors to Consider

When selecting financial
sources, businesses should
consider factors such as cost,
level of risk control flexibilitv



Internal Sources of Finance

Retained Earnings

Companies can use their
retained earnings, or
money that has been
earned but not distributed
to shareholders as
dividends, to finance their
operations and growth.

Asset Sales

Businesses can sell assets
that they no longer need or
use, such as equipment or
real estate, to raise capital.

Accounts Receivable
Financing

Companies can borrow
money by using their
accounts receivable, or the
money owed to them by
customers, as collateral.




External Sources of Finance

Loans

Businesses can obtain
loans from banks, credit
unions, and other financial
Institutions. Loans can be
secured or unsecured and
have different repayment
terms and interest rates.

Bonds

Companies can issue
bonds, or a form of debt
security, to investors.
Bonds have a fixed
maturity date, interest rate,
and payment schedule.

Equity Financing

Businesses can sell shares
of their stock to raise
capital. Investors who buy
stock become shareholders
and have a partial
ownership interest in the
company.
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Factors to Consider when Selecting
Financial Sources

Cost

Businesses should consider the interest
rates, fees, and other costs associated
with different types of financing.

Control

Businesses should consider the extent to
which financing arrangements will give
lenders or investors control over their
operations and decision-making.

Level of Risk

The level of risk associated with different
sources of capital can vary. Businesses
should consider the degree of risk they
are willing to take on when selecting
financing options.

Flexibility

Financial arrangements can vary in their
flexibility and terms. Companies should
consider how much flexibility they need
when selecting financing options.
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Conclusion and Summary

shewt, It helpa toassesa the Hguidity of s orgamization b shoowing th cash halaness coming from sparsations,

The cash flawr statement is the thind main finemeial stabement, togesthar with income statement and the balnnce
inwesting and fnancing. The eash Dow statement can be prepaved with two separate methods: divect or ldirect,
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Why it Matters Main Points Key Takeaway
Financial sourcing Businesses need to consider Effective financial sourcing
management is a critical both internal and external management can help
aspect of business success. sources of finance when businesses meet their financial
Careful selection of financial selecting capital. Factors such needs, grow their operations,
sources can help businesses as cost, level of risk, control, and achieve success.
remain viable and grow over flexibility, and financial
the long term. condition are key

considerations.



