Finance Cluster Standards

	Content Standards
	Concepts
	Benchmarks

	Culminating Activity:
Research and develop a financial analysis to assist an existing company to make business decisions (i.e. growth, turnaround, investments) that generate equity. 

	BLF-1.0 

Analyze the evolution of the financial industry for its role and function in business.
	Overview of Finance


	BLF-1.1  Evaluate the role and purpose of finance to maintain or grow a business. Such as, but not limited to:
· Compare and contrast various financial careers for their role in the industry.
· Investment banking: mergers and acquisitions, underwriting, private equity, venture capital
· Trader: sell-side trading, buy-side trading
· Financial advisor: stockbroker, financial consultant, certified financial planner
· Analytical: economist, strategist, quant, investment or financial analyst
· Financial Media: investment writing, on-air commentator
· Portfolio Manager

· Examine how businesses manage and invest capital to accomplish economic goals/monetary objectives of a business.

	
	Financial Strategies
	BLF-1.2  Compare and contrast various financial strategies for their implications on finance.  Such as, but not limited to:
· Markowitz and The Theory of Portfolio Selection
· William Sharpe and The Capital Asset Pricing Model

· The Efficient Markets Hypothesis

· The Modigliani-Miller Proposition
· Appreciation vs. Income Stream

	
	Economic & Social Conditions
	BLF-1.3  Analyze various external conditions for their impact on financial strategies.   Such as, but not limited to:
· Sociological conditions, including demographics  
· Economic developments (EX. stock market, etc.)
· Evolution of technology
· Influence of political policy

	BLF-2.0
Evaluate the role of finance in the management of assets and acquisition of funds needed to operate a business.


	Financial Resources
	BLF-2.1  Compare and contrast the various sectors of the finance industry for their role in the planning, managing and controlling of financial resources.
· Examine the various forms of financial resources to facilitate efficient business operations.

· Financial institutions
· Commercial banks
· Savings banks
· Credit unions
· Federal Reserve Banks
· Securities and commodities
· Brokerages
· Corporate finance
· Public (government) finance
· Personal finance
· Insurance
· Evaluate the application of financial strategies in the management of financial resources to operate a business.

· Acquisition of funds
· Investment of assets
· Asset-liability management
· Risk management

· Short-term/long-term yields

	BLF-3.0
Evaluate the impact of the economic environment has on business decisions to maximize equity. 
	Corporate Philosophy
	BLF-3.1   Evaluate the role of the corporate philosophy of the organization as it impacts the development of financial plans.

· Examine the role of the corporate philosophy in the development of the company’s financial goals.

· Appraise the corporate philosophy of an organization and align the financial plans to the vision and mission statement accordingly.

· Conduct a SWOT analysis to determine the short-term and long-term goals of the organization.

· Prioritize the organizational goals and analyze internal and external factors to develop a course of action.

	
	Economic

Environment
	BLF-3.2   Use various economic indicators to evaluate the impact of the economic environment on the financial health of a business.

· Analyze the impact of domestic and international market conditions on business using stock market indices such as but not limited to:

· Dow Jones Industry Average

· S & P 500

· NYSE Composite

· Russell 2000

· Nasdaq-100

· FTSE

· Nikkei

· Hang Seng

· Bond market 

· Analyze the impact of domestic and international market conditions on business using economic indicators such as but not limited to:

· Gross domestic product

· Consumer price index

· Retail sales

· Inflation rate

· Jobless claims report

· International trade in goods and services/trade balance

· New home sales

· ISM manufacturing index

· Money supply (availability of credit)/currency valuation
· Commodities (such as crops, oil, etc.)

· Analyze the impact of domestic and international market conditions on business using economic data such as but not limited to:

· Unemployment rate

· Hourly earnings

· Import price index

· Consumer credit outstanding

· Interest rates
· Construction expenditures

· Large retailer profits

	
	Capital Markets


	BLF-3.3   Analyze the functions of capital markets for their impact on business decisions.

· Identify various capital markets, their functions and how they affect capital raising decisions.

· Financial markets for securities

· Primary markets

· New issued securities

· Investment banking 

· Underwriting

· Selling of securities
· Identify trends in the securities markets, i.e. procedural, legal, technological, etc.

· Identify different factors that affect stock prices
· Secondary markets  

· Exchanges, i.e. NYSE, NASDAQ

· Analyze the impact of interest rates on the financial markets.

	BLF-4.0

Evaluate and utilize financial research and analysis methods to make recommendations that form business decisions.
	Financial Ratios


	BLF-4.1   Use information from basic financial statements to calculate ratios that reflect the financial condition of businesses and uncover trends that affect business decisions.  
· Use liquidity ratios to calculate a business’ ability to pay off short-term debt. 

· Current Ratio

· Quick Ratio

· Use profitability ratios in the calculation of a business’ ability generate revenue to make relevant comparisons with a previous time period or competitor. 

· Sales growth,

· COG to sales

· Gross profit margin

· SG&A to sales

· Net profit margin

· Return on equity

· Return on assets

· Return on investments 

· Calculate efficiency ratios to analyze the profitable use of internal assets and liabilities as compared with competitors.

· Days in receivable

· Accounts receivable turnover

· Days in inventory

· Inventory turnover

· Sales to total assets

· Days in accounts payable

· Accounts payable turnover

· Use leverage ratios to determine a business’ methods of finance and their ability to meet financial obligations. 

· Debt to equity

· Debt coverage

· Interest coverage

	
	Risk Analysis


	BLF-4.2   Evaluate the impact of domestic and international risks on a business to make informed financial decisions. 

· Evaluate methods used to analyze risk and calculate rates of return to make informed business financial decisions.
· Systematic/unsystematic risk
· Credit/default risk
· Business risk
· Country risk
· Liquidity risk
· Foreign exchange risk
· Interest rate risk
· Portfolio risk 
· Assess the benefits and drawbacks of an investment (i.e. investment of cash surplus).

· Compare and contrast tax concepts and analyze tax benefits and consequences: taxable investments, qualified/non-qualified, tax brackets, etc.

· Availability of Credit (Evaluation of Credit Market)

· Cost of money

· Inflation rate

· Generalize implications of tax on financial structure (ex. Lease vs. Buy, structure financing)

	BLF-5.0

Create various financing strategies to maximize profitability and develop a capital plan for a business.


	Quantitative Analysis
	BLF-5.1   Conduct financial research and analysis using the following planning process to develop an appropriate strategy to meet business goals:

1. Formulate the Financial Question/Problem

2. Determine the Types of Analysis Required

3. Identify Professional Resources to Assist with Data Collection & Analysis

4. Collect the Data Necessary to the Analysis

5. Apply the Quantitative and Quality Indicators to Data

6. Analyze and Interpret the Quantitative and Quality Indicators

7. Prepare and Present Results and Recommendations

	
	Capital Management

Capital Budgeting


	BLF-5.2   Analyze business and financial information to develop a capital plan for a business.
· Create a capital plan to select a suitable investment for a business: 

· Business need

· Duration

· Initial outlay

· Cost of capital

· Rate of return

· Salvage value

· Depreciation

· Calculate financial data for the capital plan to determine the necessary working capital and cash on hand.

· Proforma
· Cash budget

· Breakeven analysis

· Net present value (NPV)

· Internal rate of return

	
	Financing


	BLF-5.3  Evaluate financing strategies to raise capital for a business and/or business operation.
· Compare and contrast short-term, long-term and alternative financing strategies to determine an appropriate capital structure (balance of debt and equity financing).
· Short-term financing strategies:

· Credit (supplier credit, credit account, credit card, etc.)

· Bank loans

· Long-term financing strategies:

· Weighted average cost of capital

· Long-term debt financing (corporate bonds)

· Equity financing (stock issuance)

· Alternative financing strategies:

· Private equity

· Angel investing

· Venture capital

· Initial public offering (IPO)
· Crowd funding
· Private placement

	
	Investments
	BLF-5.4   Examine the various forms of investments to select investments appropriate for raising capital.

· Compare and contrast the features, benefits and risks of various forms of common investments such as:

· Stocks (common, preferred, hybrid)

· Bonds (municipal/government, corporate)

· Mutual funds

· Compare and contrast the features, benefits and risks of raising capital through:

· Equity

· Debt (securitized, non-securitized, commercial paper)

· Compare and contrast the features, benefits and risks of various forms of other investment options such as, but not limited to:

· Money market instruments

· Real estate

· Real estate investment trust (REIT)

· Commodities
· Long-term investments (EX. fixed asset acquisition, new product plan)
· Key person insurance

	
	Valuation
	BLF-5.5   Determine the impact of the time value of money and the valuation of investment options on the feasibility of the capital plan.  
· Calculate the value of various investment options through the use of appropriate formulas, time value of money tables and financial calculators.

· Time Value of Money

· Simple interest – Interest is paid on beginning principal only 
· Compound interest – Interest is calculated on the beginning interest and any accumulated interest
· Present value – Reciprocal of future value. 
· Perpetuities – A cash flow without a fixed time period
· Stocks

· Preferred stock valuation - Calculate the annual return for shares of preferred stock using the dividend rate.

· Common stock valuation - Gordon Dividend Valuation Model uses current dividends, dividend growth rate, and investors’ required rate of return.

· Determine the price of bonds by identifying cash flows and using coupon payments, coupon time   period, and maturity value or face value of bond for investment or raising capital.

· Identify cash flows and discount them down to present value.  
· Bond yields.
· Bonds selling at a premium or discount.  
· Yield to maturity or the internal rate of return.
· Evaluate the impact of the time value on the implementation of the financial plan.

	BLF-6.0

Evaluate the application of legal and ethical principles to ensure compliance with regulations.


	Legal
	BLF-6.1   Evaluate applicable laws to ensure compliance with government regulations.

· Examine federal government regulations that govern the financial industry such as but not limited to:

· Securities Act of 1933

· Securities Exchange Act of 1934

· Trust Indenture Act of 1939

· Investment Company Act of 1940

· Investment Advisers Act of 1940

· Sarbanes-Oxley Act of 2002

· Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010

· Examine state laws that govern the securities industry in the reporting and disclosing of financial information.

· HRS 485A Uniform Securities Act  

	
	Ethics
	BLF 6.2  Analyze how various businesses provide leadership to foster ethical behavior.

· Examine corporate ethical assurance programs and policies that guide ethical practices in the exclusion of some investments. 

· Ethical considerations may include:

· Environmental concerns

· Human rights

· Civil rights

· Cultural sensitivities

· Social/community well-being

· Transparency
· Research potential investment recommendations for compliance with ethical assurance program of the business.
· Analyze the impact of personal behavior on brand trust and reputational risk.

· Evaluate “conflict of interest” to determine an individual’s responsibility in recusing themselves from the situation to avoid legal and ethical ramifications.

· Evaluate the impact of disclosing information that affects business decisions to avoid legal and ethical repercussions.
· Audience consideration
· Data sensitivity, what information can be shared

· Timeline for disclosure

	BLF-7.0
Use communication to facilitate the sharing of financial information.
	Communication

Reading, Composition & Calculations
	BLF-7.1  Read, interpret and write documents to concisely convey and transfer financial information.

· Utilize appropriate grammar and spelling to prepare business documents.

· Analyze and interpret financial information using basic statistical procedures to make informed business decisions.

· Apply math principles and procedures to accurately calculate financial information.

· Apply basic mathematical operations to solve problems.

· Use algebraic operations to solve problems.

· Use financial tools and industry-related software to calculate financial information.

	
	Presentation
	BLF-7.2  Prepare and deliver a formal presentation of the financial analysis to a variety of audiences.

· Organize the presentation in a logical manner that details the essential components of the financial analysis.  

· Utilize oral communication techniques to maintain audience engagement in the presentation of the financial analysis.

· Incorporate visual aids or media to support the content of the presentation.

· Respond appropriately to questions posed by practitioners and members of the audience.

· Evaluate the presentation for effectiveness and identify specific revisions that would strengthen the presentation.
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