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The Business Cycle

__________________________________

Shareholders invest in a
business. It uses the funds to
buy resources to operate

__________________________________

Operating Assets

Shareholders
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The Business Cycle

Profit

Operating
Assets

. Generate |

Profits

_________________

Operating Assets

Shareholders
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The Business Cycle

Profit

The profit
converts into

___________\

Operating Assets

Shareholders
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The Business Cycle

Profit

Operating Assets

Shareholders Cash Flow

The cash is either paid to
' shareholders or reinvested in the

business to make it bigger and better
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The Business Cycle and Accounting

Profit

Measured by
Income Statement

___________________________

Measured by |
' Balance Sheet !

___________________

Measured by .
. Cash Flow Statement |

Shareholders Cash Flow
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The Three Key Financial Statements
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Income
Statement

For the Period
Statement

Sales
Expenses
Profits

Cash Flow

Balance
Statement

Sheet

At the Period-end " For the Period
Statement Statement
Assets = Cash In
Liabilities = Cash Out

Shareholders Equity

©F-24

,@MeTheTj

n /InvestmentBankingBook

[} /in/thelBbook E3 F-24.cumblr.com www.F-24.0rg 7



F-2l o

The Three Key Financial Statements

Income Balance Cash Flow
Statement Sheet Statement

The Income The Cash Flow
Statement links to Statement links to
the Balance Sheet the Balance Sheet
via Retained via Cash!
earnings

© F-24 ,@MeTheTj n /InvestmentBankingBook m /in/thelBbook ﬂ F-24.tumblr.com www.F-24.0rg



The Income Statement

F-2l o

Sales

Cost of Goods Sold (CoGS)

(x) (> Cost of Making / buying your product

Gross Profit X
Sales, General and Admin Expenses (SG&A) (%)
Operating Profit (EBITDA) X
Depreciation & Amortization (x)
Operating Profit (EBIT) X
Interest Cost (x)
Profit Before Tax (PBT) X
Tax (%)
Profit After Tax (PAT) X
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The Income Statement

F-2l o

Sales

Cost of Goods Sold (CoGS)

(x) (> Cost of Making / buying your product

Gross Profit

Sales, General and Admin Expenses (SG&A)

(x) {9 Cost of Supporting the business

Operating Profit (EBITDA) X
Depreciation & Amortization (x)
Operating Profit (EBIT) X
Interest Cost (x)
Profit Before Tax (PBT) X
Tax (%)
Profit After Tax (PAT) X
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The Income Statement

F-24.

Sales

Cost of Goods Sold (CoGY)

(x) H» Cost of Making / Buying Your Product

Gross Profit

Sales, General and Admin Expenses (SG&A)

(x) {9 Cost of Supporting the Business

Operating Profit (EBITDA)

Depreciation & Amortization

(x) (> Transfer of CapEx for Use of Assets

Operating Profit (EBIT) X
Interest Cost (x)
Profit Before Tax (PBT) X
Tax (%)
Profit After Tax (PAT) X
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The Income Statement

F-24.

Sales

Cost of Goods Sold (CoGY)

(x) H» Cost of Making / Buying Your Product

Gross Profit

Sales, General and Admin Expenses (SG&A)

(x) {9 Cost of Supporting the Business

Operating Profit (EBITDA)

Depreciation & Amortization

(x) (> Transfer of CapEx for Use of Assets

Operating Profit (EBIT)

Interest Cost

(x) H» Cost of Financing the Business

Profit Before Tax (PBT) X
Tax (%)
Profit After Tax (PAT) X
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The Income Statement

F-24.

Sales

Cost of Goods Sold (CoGY)

(x) H» Cost of Making / Buying Your Product

Gross Profit

Sales, General and Admin Expenses (SG&A)

(x) {9 Cost of Supporting the Business

Operating Profit (EBITDA)

Depreciation & Amortization

(x) (> Transfer of CapEx for Use of Assets

Operating Profit (EBIT)

Interest Cost

(x) H» Cost of Financing the Business

Profit Before Tax (PBT)

Tax (X) | Paying the Government
Profit After Tax (PAT) X
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Balance Sheet

" LongTerm Assets = Long Term Liabilities = Shareholders’ Fund

=  Current Assets =  Current Liabilities
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Balance Sheet

F-2l o

_ Assers |y

Long Term Assets

v" Property (PP&E)
v Plant (PP&E)

v Equipment (PP&E)
v

Investments

Current Assets

v" Inventories
v"  Receivables
v Cash

Liabilities

" LongTerm Liabilities

= Current Liabilities

Equity

=  Shareholders’ Fund
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Balance Sheet

F-2l o

g Liabiliies I

* |Long Term Assets

v" Property (PP&E)
v Plant (PP&E)

v Equipment (PP&E)
v

Investments

= Current Assets

v" Inventories
v"  Receivables
v Cash

" Long Term Liabilities

v Long Term Debt

v" Provisions

v" Employee Benefits

= Current Liabilities

v Creditors
v" ShortTerm Loans

v’ Taxes Payable

Equity

Shareholders’ Fund
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Balance Sheet

F-2l o

: - I

* |Long Term Assets

v" Property (PP&E)
v Plant (PP&E)

v Equipment (PP&E)
v

Investments

= Current Assets

v" Inventories
v"  Receivables
v Cash

" Long Term Liabilities

v Long Term Debt

v" Provisions

v" Employee Benefits

= Current Liabilities

v Creditors
v" ShortTerm Loans

v’ Taxes Payable

Shareholders’ Fund

v" Common Stock
v" Securities Premium

v Retained Earnings
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Cash Flow Statement
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Cash In

- Cash Out

Cash Flow

For The
Period
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Cash Flow Statement

F-2l o

Cash In

=  Sales

= Share Issue

= New Loans

- Cash Out

Cash Flow

For The
Period
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Cash Flow Statement

Cash Flow

For The

Cash In - Cash Out

Period
= Sales = Expenses
=  Share Issue = Assets Purchase (CapEx)
= New Loans = Tax Payments

= Repayment of Capital
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Cash Flow Statement

Cash Flow

Cash In mll Cash Out For The
Period

= Sales = Expenses = Beginning cash
= Share Issue = Assets Purchase +/-
(CapEx)

= New Loans Cash flow for the period

= Tax Payments

= Repayment of Capital

Ending cash
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Cash Flow Statement

Cash Flow

Cash In - Cash Out

For The
Period

= Cash flows are often organized into three types:
v" Operating cash flows
v" Investing cash flows

v" Financing cash flows
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In their words...

“All I can say is this book on investment banking is an un-amortizable intangible
asset.”

~ Analyst, Moody’s Corporation

“This book is a must read for anyone who wants to gain an understanding of the nuts
and bolts of work performed by an investment banking analyst on a daily basis.”
~ Associate, Jefferies

“This book is perfect for preparing for an Investment banking or financial research
interview. Explains all the complex concepts of valuation in an easy language.”
~ Analyst, Deloitte

“I couldn’t have cracked the interview (in college campus placements), if | wouldn't
have read this book.”
~ Analyst, JP Morgan

“An awesome experience going through the book. Written in simple language,
which can be understood by even a non-finance guy.”
~ Analyst, Nomura

"This book is a complete bible of investment banking knowledge and concepts for
beginners as well as professionals. Dream begins and do get fulfilled."
~Analyst, E&Y

“Entry barrier is the most common difficulty faced by students when they want to
learn about finance. This book, | believe is a very successful attempt at helping that.
Apart from the crystal clear concepts laced with enough practical examples, the
lucid language makes it even more of a utility.”

~ Participant, /iT Roorkee

"Any intelligent fool can make things bigger, more complex, and more violent. It
takes a touch of genius - and a lot of courage - to move in the opposite direction.
Tapan is one such genius. Complex IB topics are elucidated in a simple manner. If
you are a beginner in the field of finance with zero knowledge, | highly recommend
you to start your quest with this book. You can comprehend the concepts in a single
read. Rather than dumping lot of theory, the book takes a practical approach and
provides knowledge thatis required in the world of capital markets."

~ Participant, liT Guwahati

"One of those books which bridge the gap of fundamentals between accounting and
engineering students. Written in lucid style, uncomplicated, this book must be on the
shelfto break into investment banking."

~ Participant, Defhi College of Engineering

Available at leading law bookshops alf over India, or write to: ISBN 978-93-5139-24.2
T-1/95, Mangolpuri Industrial Area, Phase-I, New Delhi-83.
Phones: 2791 0001-03
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Now Shop Online at: www.bharatlaws.com Price : T 495

INVESTMENT
BANKING

The Dream Begins...!!!

CA. TAPAN JINDAL
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