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1. Business Assets:

e Assets are resources owned by a business that hold economic value and can be used to
generate revenue.
e Assets can be categorized into two main types:
o Tangible Assets: Physical assets such as machinery, equipment, inventory, and
property.
o Intangible Assets: Non-physical assets such as patents, trademarks, copyrights, and
goodwill.
e Assets are recorded on the balance sheet and are essential for the operation and growth of
a business.

2. Types of Business Liabilities:

¢ Liabilities represent the debts and obligations a business owes to external parties.
e Common types of liabilities include:
o Short-term Liabilities: Debts due within one year, such as accounts payable and
short-term loans.
o Long-term Liabilities: Debts due over a longer period, such as mortgages and long-
term loans.
o Accrued Liabilities: Obligations that have been incurred but not yet paid, like accrued
salaries and taxes.
e Liabilities are also recorded on the balance sheet and reflect the financial obligations of a
business.

3. Importance of Understanding Assets and Liabilities:

e Understanding assets and liabilities is crucial for assessing the financial health and
performance of a business.

e It helps in determining the liquidity, solvency, and overall financial stability of the business.

e Proper management of assets and liabilities is key to making informed business decisions,
securing financing, and planning for future growth.

4. Balance Sheet:
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e The balance sheet is a financial statement that provides a snapshot of a business's assets,
liabilities, and equity at a specific P_oprl[rIelt' es

e The balance sheet follows the accounting equation: Assets = Liabilities + Equity.

e It is an essential tool for investors, creditors, and management to evaluate the financial
position of a business.

5. Asset-Liability Management:

¢ Asset-liability management is a strategic approach used by businesses to match assets and
liabilities effectively.

e The goal is to manage risks, optimize returns, and ensure the business's financial stability
over the long term.

e Proper asset-liability management involves assessing the business's risk tolerance, cash
flow needs, and interest rate exposure.

** Proper management of these components is key to achieving long-term growth and prosperity.
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