SPF 1.3 — Finance

Finance implies investment planning and its financing

with the objective of wealth maximization.

SYNOPSIS

Twin aspect of finance

o Investment Planning
o Funding and Financing

Goal of wealth maximization

Twin aspect of finance

Finance is fundamentally about managing money and planning
for the future through investment and resource allocation, with
the ultimate goal of wealth maximization. It involves strategies
for obtaining and utilizing funds efficiently to grow assets and
generate returns, both for individuals and organizations. This

broad concept encompasses twin key activities:

Investment Planning: Finance entails identifying and selecting
investments that are likely to provide favourable returns, such as
stocks, bonds, real estate, or business ventures. Effective
investment planning requires assessing potential risks and
returns, considering time horizons, and diversifying to balance

growth and stability.

Funding and Financing: Finance also focuses on sourcing
capital, whether through personal savings, business profits, loans,
or issuing equity. By securing adequate and cost-effective
funding, individuals and businesses can undertake projects and

investments that contribute to growth.

Apart from investing and funding, finance involves strategies for
minimizing risks that could otherwise reduce wealth. This

includes using insurance, hedging techniques, and portfolio
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diversification to protect assets from unpredictable losses or

market downturns.
Wealth Maximization

The goal of wealth maximization focuses on increasing the
overall long-term value of an individual’s or organization’s
assets, aiming to maximize shareholders' or owners' wealth over
time. Unlike profit maximization, which centres on short-term
gains and immediate profitability, wealth maximization is more
holistic and considers factors like risk, sustainability, and the
time value of money, all of which contribute to sustainable

growth and financial stability.




