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Assessing a Company’s Future Financial Health

Assessing an enterprise's lasting monetary health is a critical activity that aids in
formulating objectives and plans for insiders and outsiders. Financial health is a crucial
assessment of a firm's capacity to meet its financial needs and desires. A business must be aware
of its overall financial situation, establish and manage funds with a realistic financial plan, and
make fiscal goals that include frequent capitalizing. Notably, threats are fundamental problems
that companies encounter, and as a result, organizations must design appropriate financial
instruments to mitigate these risks and maintain the firm prospering (Yang, 2019). Financial

concerns may also have an impact on sales, influencing reserved earnings and dividend strategy.

Systematic and Unsystematic Risk

Systematic risks occur due to uncontrollable external variations, as stated by
(Sukrianingrum & Manda, 2020). Such threats are not security or industry-specific, and they
affect the whole marketplace and economy, causing price volatility. Exterior influences comprise
sociocultural issues, administrative pressures, and commercial forces, among others. These
threats are related to the market share, buying influence, interest rates, and changes in
government policy. Interest risk, inflation risk, and market risk are examples of systemic
hazards. Unsystematic risks, on the contrary, are the consequence of several internal elements
within the company. They are uncorrelated, indicating that they are controlled; they can be
reduced, if not prevented, by organizational management. Higher operating expenses, increased
employee turnover, increased overhead costs, and income statement falsification are among the
dangers. Unsystematic risks have the potential to harm the company's and even the industry's
well-being. The leading causes of risk include hazards related to the company, finances, and

delinquency in general. In general, the risks include both commercial and financial troubles.




Financial or leveraged threats typically develop when a firm's capital framework changes.
Financial vulnerability is dependent on the type of a company's debt and the underpinning
business. Rate of interest, economic, credit, and operational risk are the critical hazards that

describe total financial risks.

Financial Risks

First, interest level risk refers to the probability of venture losses due to variations in
interest rates. In SciTronics, interest rate risk would lower the value of bonds or other fixed-rate
investments. Corporate management must do sensitivity analysis to forecast the profit or loss
related to interest rate changes. Second, economic risk is the threat of alterations in business or
macroeconomic factors like government regulations, good governance, or currency rates. It
mainly entails investment in other nations (Metlej et al., 2021). In the case study, SciTronics
earnings will be impacted if the currency rates of the nations to which they ship their medical

devices fluctuate.

Furthermore, if the export nations of SciTronics products have political instability, it will
harm sales, reducing the money flow. Third, credit risk is the risk that a firm may incur losses
due to failure to repay borrowed funds (Valaskova et al., 2018). Finally, operational risk refers to
a fiscal risk connected to internal and external failures in financial reporting schemes. Sitronics is
a large corporation; thus, cash transactions are extensive. As a result, a failure to adequately

monitor these transactions would impact the firm financially.

Higher Growth and Lower Growth Impact

Any company's progression is critical. It demonstrates effective administration of the

firm's resources and funds. Nonetheless, a company's progress rate might be lower or advanced.




Progression, in essence, influences the retained earnings and dividend policy. Dividend refers to
the sum of money distributed to shareholders of the enterprise from its earnings. Retained profits
are the funds left over after paying dividends. In SciTronics, poor company growth indicates a
low level of sales. According to Abdel-Basset et al. (2019), poor sales suggest low profitability,
influencing dividend policy by lowering dividend amounts. Higher growth implies a rise in
finance and, as a result, an increase in dividend rates. Furthermore, in the case of SciTronics,
poor growth means low profitability, which reduces retained earnings. On the other hand, more

significant growth implies higher profits and, as a result, a rise in retained earnings.

To summarize, any company's future financial health should come first. It assists the firm
in meeting its objectives and implementing better methods to achieve these objectives. A
company's financial health puts it in a position to withstand all of the risks that might impact its
overall success. As a result, the company's financial management should be improved. The firm
should also prioritize more excellent growth rates to confidently affect the dividend plan and

enhance retained remunerations that may be used for venture possibilities.
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