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Businesses with strong balance sheets are more likely to survive economic downturns and be ready to thrive whe

does a strong balance sheet look like, and how can you take steps to strengthen yours?

A strong balance sheet goes beyond simply having more assets than liabilities. Entities with strong balance sheet

support the entity’s business goals and maximise Dnancial performance.

 

Strong balance sheets will possess most of the following attributes: intelligent working capital, positive cash Iow,

income generating assets.

 

Let’s take a look at each feature in more detail.

 

 

1. Intelligent Working Capital

A strong balance sheet will utilise an optimal level of working capital (current assets less current liabilities) to fund

end goal of driving revenue and subsequently proDt. It’s important that a business understands what that optimal 

balance between liquidity and proDtability which are often conIicting strategies.

 

Having too much funds tied up in stock will strangle your cash Iow and reduce your ability to meet Dnancial oblig

cash sitting in the bank could be coming at a massive opportunity cost to the business and be better utilised inve

assets, paying oQ debt or distributing to shareholders/beneDciaries. Too many business owners neglect to review

periodically.

 

 

2. Positive Cash Flow

Although this is a part of working capital it is so important to a business that it requires its own section. Cash, also 
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CONTACT

470 Parnell Road

Parnell, Auckland 1052

!

+64 9 309 7851"

info@bellinghamwallace.co.nz#
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