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Section 2 - Financial Modeling




Financial Modeling Skills

e Understanding of accounting

e Strong Excel/spreadsheet skills

e Ability to read financial statements

e Understanding of how to link 3-financial statements
e Attention to detail
e Presentation skills

e Analytical skills

e Problem-solving Coduc!
e Forecasting

e Ability to simplify complex things (Formulas, models,
assumptions)




Financial Modeling Design Principles

e Plan and design your model upfront.

e |nclude an assumptions tab - ask the right questions.
e Limit file size by using best practices.

e Never hardcode data into your formulas.

e Structure the file (inputs, calculation, outputs).

e |nclude a cover page, executive summary, and
table of contents.

e Use schedules (Working Capital, Debt, etc.).
e Build a scenario section for your model.

e Use color-coding to distinguish (inputs, links,
calculations).

5 e Keep formulas simple.



Common Types of Financial Models

Financial models can be used for many different purposes
but some of the most common types of financial models
include:

e |ntegrated 3- Statement Model|

e Discounted Cash Flow

e Merger & Acquisiton Model (M&A)
e Budget/Forecasting Model|

e Consolidation Model

e Options Pricing Model

e Company Comparables Model

e Project Model
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Profit & Loss Statement

Revenue: Money generated from your product(s).

Cost of Goods Sold (COGS): Direct costs necessary to produce
your product.

N Gross Profit: Profit after subtracting the Cost of Goods Sold
\ (COGS).

Operating Expenses: Expenses incurred in the normal
operation of the business.

e R&D: Expenses related to research & Development of

product
e G&A: General & Administrative expense such as finance,

legal, management team
e S&M: Expenses related to selling & marketing of product,

such as sales commissions

Operating Income: Income after subtracting out cost of gods
sold and all operating expenses

'S ol
4 ProfitF Net Income - Income after all expenses
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Scenario Planning

1 Brainstorm - Start by coming up with multiple ditferent
scenarios that you believe could happen for your business.

Choose Scenarios - After discussing various scenarios

2 choose which scenarios to model. This can start with
ranking scenarios based on which ones you believe will be
most valuable to model.

Develop Model - Build the model or models that allow
3 you to compare each scenario against each other. Focus
on key drivers for each scenario.

Evaluate Scenarios & Develop Game Plan- Review each
4 scenario that you modeled in step 3 and ensure you have a
game plan for the different scenarios.

Implement Game Plan - Implement game plan for
§ scenario selected and continually monitor the business
and adjust plan or implement new scenario when

necessary.

'

Profit Frog
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A Financial Model

e Fed Reserve Definition (SR11-7) - A Quantitative method,
system or approach that applies statistical, economic, financial
or mathematical theories, techniques, and assumptions to
process input data into quantitative estimates."

e |Investopedia Definition - Financial Modeling is the process
of creating a summary of a company's expenses and earnings
in the form of a spreadsheet that can be used to calculate the
impact of a future event or decision.

e Danielle Stein Fairhurst Definition - A complex
spreadsheet - As long as a spreadsheet has financial inputs
and outputs, and is dynamic and flexible, I'm happy to call it a
financial model!

o Profit Frog Definition - A spreadsheet or application that
helps us develop forecasts for business decisions so we can

make the decision that optimizes our profits.

£
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https://www.federalreserve.gov/supervisionreg/srletters/sr1107.htm
https://www.investopedia.com/terms/f/financialmodeling.asp
https://www.amazon.com/Using-Excel-Business-Financial-Modelling/dp/111952038X
https://profitfrog.com/what-is-a-financial-model

Profit Frog Series

What is Profit & Loss (P&L) and How to Use It Effectively
[N your Business

What is a Financial Model? A Guide to Financial
Modeling

What is a Scenario Planning Template and How Can |
use it?

Learn more at ProfitFrog.com

@
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https://profitfrog.com/blog/post/what-is-p-l-and-how-to-use-it-effectively-in-your-business
https://profitfrog.com/what-is-a-financial-model
https://profitfrog.com/blog/post/scenario-planning-template
http://profitfrog.com/
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Finacial Modeling Online Resources
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Full Stack Modeler - "Promises to transform your
modelling skill set"

Plum Solutions - https://plumsolutions.com.au

Corporate Finance Institute (CHl) - Corporate

Finance Institute | FMVA® | CBCA™ | CMSA®

Wall Street Mojo - Investment Banking, Financial
Modeling & Excel Blog (wallstreetmojo.com)

Financial Modeling Courses & Investment Banking
Courses (wallstreetprep.com)

WSO Courses | Wall Street Qasis

Financial Modeling Certification | Financial
Modeling Institute (fminstitute.com)

|
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https://www.fullstackmodeller.com/
https://plumsolutions.com.au/
https://plumsolutions.com.au/
https://plumsolutions.com.au/
https://corporatefinanceinstitute.com/
https://www.wallstreetmojo.com/
https://wallstreetmojo.com/
https://www.wallstreetprep.com/
https://www.wallstreetprep.com/
https://www.wallstreetprep.com/
https://www.wallstreetprep.com/
https://www.wallstreetoasis.com/courses?msclkid=7152fa9393691d81da03981101815111
https://www.wallstreetoasis.com/
https://www.wallstreetoasis.com/
https://fminstitute.com/
https://fminstitute.com/
https://fminstitute.com/
https://fminstitute.com/

Financial Modeling Standards

e FAST - (Flexible, Appropriate, Structured,
Transparent) - The FAST standard is structured
design rules for financial modeling.
(https:.//www.fast-standard.org/wp-
content/uploads/2019/10/EAST-Standard-02¢-

July-2019.pdf)

e SMART - The Smart methodology provides 10
guiding principles that help ensure your model is
following best practice modeling standards.
(http://info.corality.com/download-10-smart-
guidelines-for-financial-modelling)

T © BPMS - The Best Practice Modeling Standards s
i o modeling standard produced by the
Spreadsheet Standards Review Board.

(http://www.ssrb.org/download)

10
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https://www.fast-standard.org/wp-%20content/uploads/2019/10/FAST-Standard-02c-July-2019.pdf
http://info.corality.com/download-10-smart-guidelines-for-financial-modelling
http://www.ssrb.org/download
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https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/in/daniellesteinfairhurst/
https://www.linkedin.com/in/daniellesteinfairhurst/
https://www.linkedin.com/in/giles-male-30643b15/
https://www.linkedin.com/in/giles-male-30643b15/
https://www.linkedin.com/in/giles-male-30643b15/
https://www.linkedin.com/in/giles-male-30643b15/
https://www.linkedin.com/in/ianschnoor/
https://www.linkedin.com/in/ianschnoor/
https://www.linkedin.com/in/ianschnoor/
https://www.linkedin.com/in/hediehkianyfard/
https://www.linkedin.com/in/hediehkianyfard/
https://www.linkedin.com/in/hediehkianyfard/
https://www.linkedin.com/in/hediehkianyfard/
https://www.linkedin.com/in/hediehkianyfard/
https://www.linkedin.com/in/chris-reilly-%F0%9F%9F%A2-5733671b/
https://www.linkedin.com/in/chris-reilly-%F0%9F%9F%A2-5733671b/
https://www.linkedin.com/in/chris-reilly-%F0%9F%9F%A2-5733671b/
https://www.linkedin.com/in/chris-reilly-%F0%9F%9F%A2-5733671b/
https://www.linkedin.com/in/kennywhitelawjones/
https://www.linkedin.com/in/kennywhitelawjones/
https://www.linkedin.com/in/kennywhitelawjones/
https://www.linkedin.com/in/vizmb/
https://www.linkedin.com/in/vizmb/
https://www.linkedin.com/in/vizmb/
https://www.linkedin.com/in/vizmb/

Financial Modeling Learning Series

e i =
29.autormation in modelling

30.How Financial Models can tum ives araund Modell ing

'- Knowledge Hub

31, Visusl infleance snd story telling Financial Modelliing Knowledge Hub

10DEL

32.Excel, Analytics & Power BI

Financial Modelling Knowledge Hub

e MODEL CITIZN

wa glideapp.io

https://fmwiki.glideapp.io/dl/da19ta

12
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https://fmwiki.glideapp.io/dl/da19fa

List of Articles

e Mindset of Embracing the grey

e The History of Spreadsheets & Financial Modeling

e Excel Spreadsheet vs. Excel model for FP&A

e Deal Models vs. Operational Mode|

e Table Based Financial Modelling (TBEM)

e ProjectFin deals vs. Other deal models

e Project Finance Operational models

e Fundamentals of 3-way Cashflow Modelling

e SaaS Startup financial models

e Scoping a Financial Model Built Primarily for Business Valuation

e Financial Model Development

e User Friendliness in Financial Modeling

e Corporate Finance Theory and Modelling

e Data Sourcing for Financial Modeling

e Workbook Structure and Hyperlinks for Financial Models

e Best Practice Formula Construction for Financial Modeling

13
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List of Articles

e Error Checks for Excel and Financial Modeling

e Special Edition: Financial Modeling for COVID-19 Uncertainty

e Model Audit and Model Review - Can | rely on this model?

e Special Edition: Dynamic Arrays

e Knowledge Regression in FP&A and Financial Modelling (And How

We All Fix it Together)

e Developing a Portfolio of Key Performance Indicators (KPIs)

e How Sensitive is Your Model to Impacts?

e Scenarios Analysis the Best Cure for Sensitivity,

e Simulations

e Macros/VBA

e Getting a Financial Modelling Qualification

e The World Cup of Financial Modeling (EMWC E-sports)

e Financial Modeling Standards

e Automation in Modelling

e How Financial Models Can Turn Lives Around

14
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List of Articles

e Visual Influence and Story Telling

e Excel Analytics & Power B|

e Google Sheets vs. Excel for Financial Modeling

e Completion & Ongoing Alignment of Models Built

o | AMBDA -the New Excel Paradigm for Modeling

e Building a Financial Modelling Strategy for a Business

15 ThelFPEAGUY




Mindset of Embracing the Grey



https://www.linkedin.com/pulse/article-1-ss-fm-mindset-embracing-grey-lance-rubin/
https://www.linkedin.com/in/lisa-barham/
https://www.linkedin.com/in/financial-modelling/

The History of Srpeadsheets & Financial
Modeling

ANRD
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10"
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Year of introduction

History of Spreadsheets

I Dave Theron Colin Human

. ance Rubin
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https://www.linkedin.com/search/results/all/?fetchDeterministicClustersOnly=false&heroEntityKey=urn%3Ali%3Afsd_profile%3AACoAAAehzwsBgt_8yR0afEtb3sJv7D5m5Hp_seQ&keywords=david+theron+ca%28sa%29&origin=RICH_QUERY_SUGGESTION&position=0&searchId=22bbefe6-ec9c-454b-8ad2-0de88dd2810e&sid=oXe
https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/pulse/history-spreadsheets-financial-modelling-lance-rubin/
https://www.linkedin.com/in/colin-human-b8072812/

Excel Spreadsheet vs. Excel Model for

o ’ (. S5S=f, €20y - i
K mm :'.'_’ = F -, Y . S, e : 'E: i
- ! - RSN LD -l A TErmaw ek % - FEO, 00

Cindy Rodgers

L ance Rubin
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https://www.linkedin.com/pulse/excel-spreadsheet-vs-model-fpa-lance-rubin/?published=t
https://www.linkedin.com/in/cindyrogersdci/
https://www.linkedin.com/in/financial-modelling/

Deal Model vs. Operational Model

Deal Models vs. Operational Model

e Ruby Liu

L ance Rubin
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https://www.linkedin.com/pulse/deal-model-vs-operational-lance-rubin/?published=t
https://www.linkedin.com/in/liuruby/
https://www.linkedin.com/in/financial-modelling/

......

Table Based Financial Modeling (TBFM)

Table Based Financial Modeling

Craig Hatmaker

L ance Rubin
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https://www.linkedin.com/pulse/table-based-financial-modeling-lance-rubin/?trackingId=DoDl4WiFQbK8CcKYe%2B9A5w%3D%3D
https://www.linkedin.com/in/craig-hatmaker-4449879/
https://www.linkedin.com/in/financial-modelling/

Project Finance vs. Other Deal
Modeling

. ance Rubin

21


https://www.linkedin.com/pulse/project-finance-operational-models-lance-rubin/?trackingId=vFF4zI0uR1q5g8E35WEN5w%3D%3D
https://www.linkedin.com/in/matthewbernath/
https://www.linkedin.com/in/financial-modelling/

Project Finance Operational Models

\ Matthew
Yy Bernath

==!. \ Mehid Assadi-
| Moghadam

. ance Rubin
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https://www.linkedin.com/in/matthewbernath/
https://www.linkedin.com/in/matthewbernath/
https://www.linkedin.com/in/matthewbernath/
https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/pulse/project-finance-operational-models-lance-rubin/?trackingId=vFF4zI0uR1q5g8E35WEN5w%3D%3D
https://www.linkedin.com/in/mehdi-assadi-moghadam/

Fundamentals of 3-way Cashflow
Modeling

3-way Cashflow Modeling

@ Furgan Baig

L ance Rubin
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https://www.linkedin.com/pulse/fundamentals-3-way-cashflow-modelling-lance-rubin/?published=t&trackingId=
https://www.linkedin.com/in/furqanbaig1/
https://www.linkedin.com/in/financial-modelling/

SaaS Startup Financial Models

SaaS Financial Modeling

24


https://www.linkedin.com/pulse/saas-financial-modelling-lance-rubin/?trackingId=mWytTj1kTGWFH94S%2FZtLtQ%3D%3D
https://www.linkedin.com/in/chironjit/
https://www.linkedin.com/in/financial-modelling/

Scoping a Financial Model Built
Primarily for Business Valuation

al-Th

Foifl i Tentt

Joris Kersten

L ance Rubin
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https://www.linkedin.com/pulse/scoping-financial-model-built-primarily-business-valuation-rubin/
https://www.linkedin.com/in/joriskersten/
https://www.linkedin.com/in/financial-modelling/

Financial Model Development

26


https://www.linkedin.com/pulse/financial-model-development-lance-rubin/?published=t
https://www.linkedin.com/in/strategy-finance-valuations-modelling/
https://www.linkedin.com/in/financial-modelling/

User Firendliness in Financial Modeling

L ance Rubin
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https://www.linkedin.com/pulse/user-friendliness-financial-modelling-lance-rubin/?trackingId=
https://www.linkedin.com/in/strategy-finance-valuations-modelling/
https://www.linkedin.com/in/financial-modelling/

Corporate FInance Theory and
Modelling

Corporate Finance Theory

David Thompson

L ance Rubin
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https://www.linkedin.com/pulse/corporate-finance-theory-modelling-lance-rubin/
https://www.linkedin.com/in/strategy-finance-valuations-modelling/
https://www.linkedin.com/in/financial-modelling/

Data Sourcing for Financial Modelling

Data Sourcing_for Financial Modeling

Paul Barnhurst

L ance Rubin
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https://www.linkedin.com/pulse/data-sourcing-financial-modeling-lance-rubin/?trackingId=%2FxJWpcCoSHS7twoneygpnA%3D%3D
https://www.linkedin.com/in/thefpandaguy/
https://www.linkedin.com/in/financial-modelling/

Workbook Structure and Hyperlinks for

Financial Models
E@m
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Workbook Structure

Jennifer Harrison

L ance Rubin
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https://www.linkedin.com/pulse/workbook-structure-hyperlinks-financial-models-lance-rubin%3FtrackingId=jN6WRo7qRkeLsrcv%252FAunlw%253D%253D/?trackingId=jN6WRo7qRkeLsrcv%2FAunlw%3D%3D
https://www.linkedin.com/in/jenniferjoinsthedots/
https://www.linkedin.com/in/financial-modelling/

Best Practice Formula Construction for
Financial Modeling

Best Practice Formula Construction

Jennifer Harrison

L ance Rubin
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https://www.linkedin.com/pulse/best-practice-formula-construction-financial-modelling-lance-rubin/
https://www.linkedin.com/in/jenniferjoinsthedots/
https://www.linkedin.com/in/financial-modelling/

Error Checks for Excel and Financial

Modeling

..’. _

Error Checks for Financial Modeling

Maarten Bessems

L ance Rubin
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https://www.linkedin.com/pulse/error-checks-excel-financial-modelling-lance-rubin/
https://www.linkedin.com/in/maartenbessems/
https://www.linkedin.com/in/financial-modelling/

Special Edition: Financial Modeling for
COVID-19 Uncertainty



https://www.linkedin.com/pulse/special-edition-financial-modelling-covid-19-lance-rubin/?published=t
https://www.linkedin.com/in/daniellesteinfairhurst/
https://www.linkedin.com/in/financial-modelling/

Model Audit and Model Review

P
—

MODEL AUDIT

X & © W
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https://www.linkedin.com/in/ianrbennett/
https://www.linkedin.com/in/ianrbennett/
https://www.linkedin.com/in/financial-modelling/

Special Edition: Dynamic Arrays

Dynamic Arrays

Jeff Robson

L ance Rubin
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https://www.linkedin.com/pulse/how-dynamic-arrays-revolutionising-financial-modelling-lance-rubin/
https://www.linkedin.com/in/jeffrobson/
https://www.linkedin.com/in/financial-modelling/

Knowledge Regression in FP&A and

Financial Modelling (And How We All
Fix it Together)

. ance Rubin
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https://www.linkedin.com/pulse/knowledge-regression-fpa-financial-modelling-how-we-all-lance-rubin/
https://www.linkedin.com/in/rob-trippe-9a62254/
https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/in/andrewcodd/

Developing a Portfolio of Key

Performance Indicators (KPIs)

‘An 1R

Developing_a Portfolio of KPIs

Betsy Macclean

. L ance Rubin
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https://www.linkedin.com/pulse/developing-portfolio-key-performance-indicators-kpis-lance-rubin/
https://www.linkedin.com/in/betsy-maclean-90b2881/
https://www.linkedin.com/in/financial-modelling/

How Sensitive is Your Model to
Impacts?

How Sensitive is Your Model

Carl Seidman

L ance Rubin
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https://www.linkedin.com/pulse/how-sensitive-your-model-impacts-lance-rubin/?published=t
https://www.linkedin.com/in/carlseidman/
https://www.linkedin.com/in/financial-modelling/

Scenario Analysis the Best Cure for
Sensitivity

Scenario Analysis

Carl Seidman

L ance Rubin
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https://www.linkedin.com/pulse/scenario-analysis-best-cure-uncertainty-lance-rubin/
https://www.linkedin.com/pulse/scenario-analysis-best-cure-uncertainty-lance-rubin/
https://www.linkedin.com/in/carlseidman/
https://www.linkedin.com/in/financial-modelling/

Simulations
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https://www.linkedin.com/pulse/roll-dice-many-times-monte-carlo-simulation-achieve-better-rubin/
https://www.linkedin.com/in/kerrymayes/
https://www.linkedin.com/in/financial-modelling/

Macros/VBA
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Macros/VBA

¥ Stoter
»

| Marcus Small

L ance Rubin
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https://www.linkedin.com/in/benjaminstoter/
https://www.linkedin.com/in/benjaminstoter/
https://www.linkedin.com/in/benjaminstoter/
https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/pulse/vba-might-dying-aint-dead-lance-rubin/
https://www.linkedin.com/pulse/roll-dice-many-times-monte-carlo-simulation-achieve-better-rubin/
https://www.linkedin.com/in/thesmallman/

Getting a Financial Modelling
Qualification

Financial Modelling Qualifications

Danielle
Stein

w Fairhurst

‘ \ L ance Rubin

Mohammed
Mostafa

42


https://www.linkedin.com/pulse/getting-financial-modelling-qualification-lance-rubin/?trackingId=5NMZGI21Qq%2BDEIj%2BXhmtqg%3D%3D
https://www.linkedin.com/in/daniellesteinfairhurst/
https://www.linkedin.com/in/daniellesteinfairhurst/
https://www.linkedin.com/in/daniellesteinfairhurst/
https://www.linkedin.com/in/daniellesteinfairhurst/
https://www.linkedin.com/in/daniellesteinfairhurst/
https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/in/mkh85/
https://www.linkedin.com/in/mkh85/

The World Cup of Financial Modeling
(FMWC E-sports)

Financial Modeling_as a Sport

. L ance Rubin
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https://www.linkedin.com/pulse/financial-modelling-sport-lance-rubin/
https://www.linkedin.com/in/financial-modelling/

Automation in Modelling

Benjamin
Stoter

L ance Rubin
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https://www.linkedin.com/pulse/automation-modelling-lance-rubin/
https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/in/benjaminstoter/
https://www.linkedin.com/in/benjaminstoter/
https://www.linkedin.com/in/benjaminstoter/

How Financial Models Can Turn Lives

How Modelling Benefits Lives

Russ Wood @ Alex Artajaya

. ance Rubin

45


https://www.linkedin.com/pulse/how-financial-models-can-turn-lives-around-lance-rubin/
https://www.linkedin.com/in/woodruss/
https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/in/alexander-artajaya/

Visual Influence and Story Telling



https://www.linkedin.com/in/amp28/
https://www.linkedin.com/in/financial-modelling/
https://www.linkedin.com/pulse/visual-influence-storytelling-lance-rubin/
https://www.linkedin.com/in/jeffrobson/

Excel, Analytics & Power BI
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https://www.linkedin.com/pulse/excel-analytics-power-bi-perfect-match-new-king-lance-rubin/
https://www.linkedin.com/in/khaledchowdhury/
https://www.linkedin.com/in/financial-modelling/

Google Sheets vs. Excel for Financial
Modeling

Google Sheets vs. Excel

David Benaim

L ance Rubin
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https://www.linkedin.com/pulse/google-sheets-vs-excel-ultimate-comparison-warning-its-lance-rubin/
https://www.linkedin.com/in/davebenaim/
https://www.linkedin.com/in/financial-modelling/

Aritcles Yet to be Written

Financial Modeling Standards

Completions & Ongoing Alignment of Models
Built

LAMBDA - The New Excel Paradigm for Modeling

Building a FInancial Modeling Strategy for a
Business

GOMING
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The FP&A Guy Services Offered

Contact me at pbarnhurst@TheFPandAGuy.com if
you are interested in any of the below services:

e Corporate training to include Excel, Data
Visualization, Storytelling, Soft skills, Leadership,
Financial and Business Comprehension, and FP&A
Training

e FP&A consulting services (budgeting/forecasting,
financial model, Org Assessment, data analysis

e Content creation for your finance businesses
(Webinars, Blogs, LinkedIn Posts, White Papers)

Click here to sign up for my free newsletter

NEWSH
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https://thefpandaguy.com/
mailto:pbarnhurst@TheFPandAGuy.com

