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	Financial Management
Assessment 11                                                                      Total Marks: 30 
Q:1 : In economics, a recession is a business cycle contraction. It is a general slowdown in economic activity. Macroeconomic indicators such as GDP (gross domestic product), investment spending, capacity utilization, household income, business profits, and inflation fall, while bankruptcies and the unemployment rate rise.  

Recessions generally occur when there is a widespread drop in spending (an adverse demand shock). This may be triggered by various events, such as a financial crisis, an external trade shock, an adverse supply shock or the bursting of an economic bubble. Governments usually respond to recessions by adopting expansionary macroeconomic policies, such as increasing money supply, increasing government spending and decreasing taxation. 
Discuss the scope of financial management in a recession facing economy.             20 

Answer:

Managing Finance is core activity for any economy in the world.  Finance or funds or money determines the economic status of the country. In many terms, the economy with strong currency is considered to be strong economy and vice versa. Always economic recession or financial crisis results from poor financial management. Issues of corruption and poor governance of firms results from collapse of economy of corporations.
For exam Enron and Andersen case is obvious was a result of poor financial management and lack of ethics and poor governance of the corporation. Even nowadays countries with high level of corruption will always have poor economy. Corruption and corporate frauds have costed the nations and government expenses is increasing causing economy shaking. Good financial management would save countries from falling into recession and stabilizing the country's currency.
Proper financial management in the governments procuring activities is key to making the countries funds expenses properly and ensuring that services are provided to citizens as required. otherwise, if the funds are not properly managed, few finds themselves accumulating the nation's welath in their own hands leaving the majority poor. 

Many of African countries are now facing issues of poor financial management and rising cases of corruption where few are becoming richer and richer leaving the majority with poverty and poor services such as education, health services, food, water, shelter and unemployment.

Q: 2:  Discuss the role of accounting in financial management.                                  10  
Answer:

Introduction

There are three main areas of accounting namely:- Management accounting, financial accounting and cost accounting. Management accounting  measures and reports financial and nonfinancial information that helps managers make decisions to fulfill the goals of an organization, while financial accounting focus is on reporting to external parties, measures and records business transactions and provides financial statements based on  generally accepted accounting principles. For cost accounting, it provides information for both management  accounting and financial accounting and measures and reports financial and nonfinancial data.
Discussion:

From the above introduction, it is very clear that accounting provides input data for financial efficiency. the quality of accounting data provides assurance of quality decision by the financial manager of the business entity. Accounting provide such information as company assets, booth long term and current assets, company liabilities, sales  information, expenses and cash flow information as well as Profit and Loss account information.

Using these data, the financial manager can extract and analyze these data to get more meaningful information for decision analysis. for example from financial statements done by accountants, finance manager can draw financial analysis ration and trend analysis for exploring various situations of the business financial health position.
Investment analysis is conducted based on the accuracy of accounting information. financial managers uses accounting information to make various investment decisions and risk management decision of the business unit.
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