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Abstract: This paper discusses the application of financial modeling in the optimization of
corporate financial strategy, and analyzes the main problems faced by enterprises in the
planning and implementation of financial strategy, including the limitations of financial
data analysis and the challenges of capital structure optimization. The paper further puts
forward the strategies of financial modeling analysis and optimization of corporate
financial strategy, including financial strategy optimization methods, capital structure
optimization and risk management measures, financial decision support and execution
improvement paths, providing theoretical reference and practical guidance for enterprises
to use financial modeling to improve the rationality and feasibility of financial strategy.

Introduction

In the context of economic globalization, the financial decisions faced by enterprises are
increasingly challenging. As a quantitative tool, financial modeling can provide data support to help
enterprises make more accurate financial decisions under complex market conditions. Compared
with traditional financial strategies that rely on subjective experience in the past, this approach often
lacks the support of data and the prediction of risks, which affects the quality of decisions. By using
financial modeling to analyze and improve financial strategies, enterprises can not only optimize
capital allocation, but also strengthen risk control, strengthen execution, and ensure the
effectiveness and sustainability of the overall strategy.

1. Fundamentals of financial modeling and overview of corporate financial strategy
1.1. Basic principles of financial modeling

Financial modeling is to help enterprises build mathematical models for financial forecasting,
project evaluation and risk management through data analysis, calculation tools and decision
optimization methods. The process is based on detailed financial reporting, market information
changes, and industry trends. The core of financial modeling is to improve the scientific nature of
corporate financial decisions. Common practices include cash flow estimation, financial index
analysis and hypothetical scenario inference, etc. These methods aim to support investment
decisions, optimize capital layout and form efficient risk prevention strategies. The fundamental
purpose of this modeling is to assist financial decision making, evaluate capital structure,
investment returns and risk control, help enterprises optimize financial strategy, and ensure the
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rationality of financial performance and long-term stable development.
1.2 Core composition of enterprise financial strategy

Corporate financial strategy is a plan for enterprises to rationally allocate financial resources,
optimize capital structure, make investment decisions and carry out risk management in order to
achieve sustained profit growth and market competitiveness. The core contents of this strategy
include capital composition, investment project selection, capital operation and risk control. Capital
structure determines the way and proportion of funds raised by enterprises, which has a direct
impact on the financial stability and profitability of enterprises. Investment project selection focuses
on the evaluation and screening of each project in order to achieve the best use of funds and
promote the expansion of enterprises. Fund management focuses on the management of cash flow
and the utilization of funds to ensure that the capital demand in the operation of the enterprise is
guaranteed. Risk control ensures the financial security of enterprises by evaluating and controlling
potential risks, such as market fluctuations, credit crisis and liquidity problems.

2. Financial modeling analysis and optimization of problems in corporate financial strategy
2.1 Limitations in financial data analysis

In financial data analysis, in-depth analysis of financial statements is a core part of decision
making, however, its utility is often limited by delays in data collection, the reliability of the data
itself, and the failure to fully integrate non-financial information. For example, in its 2019 financial
profile, Walmart reported a 10% increase in net profit, while ignoring potential disruptions in its
global supply chain. Then, in 2020, the impact of the COVID-19 pandemic led to a 15% drop in
profits, reflecting the company's inadequacy in assessing macroeconomic risks. Accuracy and
real-time data are essential when assessing the financial health of a business. The table reflects the
errors in the analysis of a company's financial data and shows the limitations in the analysis process
(see Table 1).

Table 1 Examples of deviation analysis of financial data

Financial index Report display (raw data)  Actual situation Deviation (%)
Operating income 100,000,000 95,000,000 -5%
Gross profit margin 30% 25% -5%
Net profit 10,000,000 8,000,000 -20%
Accounts receivable collection period 60day 75day +25%

As can be seen from the table data, in the company's financial report, there are certain deviations
in the figures of operating income, gross margin and net profit, especially the significant gap in the
payment period of accounts receivable, which indicates that the company is facing the pressure of
capital liquidity. The fluctuation of the financial data reveals that the enterprise fails to adjust its
business strategy flexibly in the face of market fluctuations and economic recession, resulting in the
financial situation not reaching the original expected ideal state. The extension of the collection
period of accounts receivable means that the capital liquidity of enterprises becomes worse and the
operational risk is increased.

2.2 Deficiencies in capital structure optimization

Capital structure optimization is central to ensuring financial stability and promoting sustainable
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development, but many companies have too simple financing methods, inadequate capital cost
management, and inadequate long-term financial planning. Disney, for example, borrowed heavily
to fund its M&A activity in 2019, causing its debt ratio to rise to 85%, well above the industry
average of 55%. But with the outbreak of the virus, Disney closed its theme parks and stalled film
and television production, which combined to strain cash flow and plunge it into a serious financial
crisis in early 2020. The table shows the analytical data of an enterprise's capital structure and
reveals the shortcomings in its optimization (see Table 2).

Table 2 Examples of capital structure analysis

Financial index An enterprise Industry average Deviation (%)
Total assets 500,000,000 450,000,000 +11.1%
Total liabilities 425,000,000 250,000,000 +70%
Debt ratio 85% 55% +30%
Stockholder's equity 75,000,000 200,000,000 -62.5%
Net profit 15,000,000 18,000,000 -16.7%

The table shows that the company's debt ratio is as high as 85 percent, significantly exceeding
the industry's conventional debt ratio of 55 percent. In the economic downturn stage, such a high
debt ratio magnifies the company's financial risk, especially in the liquidity crisis, the company's
cash flow pressure is increasingly significant. In addition, the equity of shareholders of the company
is significantly lower than the industry average, reflecting that the proportion of shareholders'
investment in the capital composition of the company is low, and the potential value of
shareholders' investment cannot be fully utilized.

2.3 Imperfection in risk management

The risk management system of enterprises still has deficiencies in market dynamic monitoring,
financial risk early warning and emergency strategy formulation. Many companies lacked the
foresight to identify potential threats to the market, leading them to act slowly when the financial
crisis erupted. For example, HSBC failed to react quickly to sharp movements in the sterling
exchange rate in 2015, and its foreign exchange hedges did not function as asset protection as they
should have. As a result, in the course of the significant decline in the pound, HSBC suffered
foreign exchange losses of up to £500 million, which had an impact on its financial stability. In
addition, the implementation of risk management within the enterprise is not strong enough, there is
a lack of efficient communication and cooperation between the management and the risk
management organization, and there is a delay in the transmission of information, which makes the
risk response measures cannot be implemented in a timely manner. At the same time, some
enterprises rely too much on traditional risk management methods, lack innovation and flexibility,
and cannot adapt to the increasingly complex market environment.

2.4 Practical difficulties in the implementation of financial strategies

In the process of implementing financial strategy, enterprises are faced with difficulties such as
the mismatch between organizational structure and strategic purpose and the unreasonable
allocation of resources. The organizational structure of the enterprise fails to effectively support the
smooth promotion of the financial strategy, such as the lack of effective communication between
the financial department and the business department, and the disconnection between budget
formulation and execution, which leads to the obstruction of the implementation of the strategy. In
terms of resource allocation, although companies have invested huge amounts of money, the
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allocation of these funds has not focused on key projects, affecting the quality of strategy execution.
Most companies fail to keep up with changes in the market and industry and adjust the priority of
resources in a timely manner, resulting in insufficient support for key projects. Some enterprises fail
to establish an effective feedback mechanism to identify and solve the deviation in resource
allocation in a timely manner. In addition, the imperfect internal management mechanism and the
lack of monitoring and adjustment ability for the implementation of strategies make enterprises
slow to respond to changes in the external environment and fail to effectively achieve the
established goals.

3. Financial modeling analysis and optimization of corporate financial strategy strategies
3.1 Financial strategy optimization and modeling methods

In the process of optimizing financial strategy, enterprises can use model building technology to
achieve high-precision prediction of future financial trends and optimize capital use. Samsung
Electronics, for example, has built a financial forecasting system that combines past financial
records with simulations of market conditions to provide a forward-looking forecast of the
company's cash flow, return on investment and profitability over the next three years. The
establishment of this system not only enables Samsung to maintain its competitive advantage in the
volatility of the global market, but also enables it to allocate funds reasonably during the market
boom period, which strongly supports the company's huge research and development investment in
the field of 5G technology. Specific data show that after adopting this financial modeling, operating
profit increased by 12% and capital turnover increased by 15%. In addition, financial modeling can
be constructed to reveal possible financial risks and opportunities, so as to adjust capital allocation
and investment choices. For example, after analyzing the possibility of expanding the market
through financial modeling and comparing the investment returns of various markets, a high-risk
and high-cost market expansion plan can be successfully avoided, thus avoiding the expected loss
of about 3 million yuan. By relying on accurate financial modeling, companies can implement more
rational and efficient decision-making processes, which can help improve the effectiveness of
financial strategies and drive continued growth. Here is the formula for calculating the weighted
average cost of capital:

WACC = ({ X Re) + (3 X Rd X (1 - To)) (1)

Where: E is shareholders' equity; D is corporate debt; V is the total capital of the
enterprise;Reis the cost of equity; Rd is the cost of debt;T.is the tax rate. The formula combines
the capital structure of the business (equity and debt) and is able to calculate the overall cost of
financing the business, taking into account taxes.

3.2 Capital structure optimization and risk management

Optimizing capital structure is very important for enterprises to maintain financial stability and
achieve long-term development. Reasonable capital structure can help enterprises reduce financing
costs and enhance market competitiveness. For example, in 2014, Apple Inc., by optimizing its
capital structure, adopted conservative debt financing measures, effectively reduced the cost of
capital, and ensured sufficient cash flow to prepare for potential future variables. According to the
relevant data, the adjusted capital structure reduced the weighted average cost of capital (WACC) of
the enterprise by two percentage points and resulted in a significant increase in net present value
(NPV). On this basis, enterprises have strengthened their risk control measures and used the "value
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at risk” (VaR) method to measure the possible impact of market fluctuations on corporate assets and
liabilities. Through the quantitative study of future cash inflow and outflow and financial risks,
enterprises can timely revise their capital operation policies to ensure financial stability. For
example, when dealing with foreign exchange volatility, companies reduced their potential losses
by about 1.5 million through foreign exchange hedging instruments. In addition, the company has
perfected the flexible adjustment strategy of the capital structure, periodically analyzes the
evolution of market dynamics and financial conditions, and timely changes the capital allocation
and financing plan to ensure a stable flow of funds under various economic conditions. With the
help of the data method, enterprises can accurately predict the peak period of capital demand, and
then arrange funds in advance to reduce the possibility of capital chain break. At the same time,
enterprises closely follow the fluctuations of the industry cycle, flexibly adjust the capital structure,
improve the efficiency of the use of funds, and ensure that the liquidity of funds can be maintained
when the economic growth is slowing down, and prevent the risk of breaking the capital chain.
Therefore, the optimization of capital structure and the strengthening of risk management not only
improve the financial health of enterprises, but also enhance the ability to cope with market
uncertainties.

3.3 Financial decision support and data analysis

The financial decision support system is based on big data analysis and advanced algorithms,
which helps the company to grasp the financial situation in real time, realize the efficient allocation
of capital and the accurate formulation of strategies. Taking Amazon as an example, it uses a
decision aid system supported by big data to monitor the global inventory status, sales data and
market dynamics in real time, so as to accurately predict the future capital flow and investment
returns. Statistics show that the company has reduced unnecessary expenses by about 5 million
dollars a year with the help of the system. At the same time, data analysis also helps enterprises to
identify which departments are using funds inefficiently, thus adjusting resource allocation and
improving overall financial performance. In addition, the financial decision aid system can simulate
a variety of decision scenarios, evaluate the impact of various choices, and help management make
more rational choices. For example, through the simulation analysis of different returns on capital
investment, enterprises choose to invest funds in projects with high returns, and achieve an annual
growth rate of 20%. In addition, the financial decision assistance system uses advanced machine
learning technology and prediction algorithm to output more accurate capital demand prediction
data to enterprises, helping enterprises to make more reasonable plans for capital flow and capital
allocation. These algorithm models have dynamic optimization functions to ensure the stability and
liquidity of the capital chain, and effectively prevent the problem of idle or insufficient funds.
Under the background of increasingly fierce market competition, data analysis and decision support
system provides a strong decision basis for enterprises and optimizes the effect of financial strategy
execution. These systems can also monitor and feedback in real time to help enterprises quickly
adjust their strategies and respond to sudden market changes, further enhancing the flexibility of
decision-making and market adaptability of enterprises.

3.4 Financial execution improvement and modeling path

Improving financial execution means putting strategic direction into practice as soon as it is
established and ensuring that actions across departments are synchronized. For example, Toyota
Motor Corporation uses financial data to construct execution plans to ensure that capital allocation
is in line with the strategic objectives of each department. In 2017, with the precise adjustment of
financial targets, Toyota effectively responded to the sharp rise in demand for environmentally
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friendly models in the international market and increased investment in the electric vehicle industry.
According to the data, through enhanced financial management efficiency, the company achieved
an annual profit growth of 18%. At the same time, the establishment of a dynamic adjustment
mechanism based on financial indicators is also conducive to improving execution. In response to
fluctuations in external conditions, the system can update budgetary arrangements and resource
allocations in real time, ensuring that the strategic direction is aligned with the stated objectives. In
addition, with the early warning mechanism based on the financial model, the company can track
the potential risk factors in the financial operation in real time and implement pre-treatment. For
example, when an enterprise encounters a decline in market demand, it can quickly optimize the
cost structure through financial modeling, prevent unnecessary loss of funds, and ensure the
achievement of profit targets. By adopting this flexible financial execution strategy, enterprises not
only improve the work efficiency of financial execution, but also enhance the adaptability to cope
with market changes. The following is the formula for modeling financial execution improvement:

Yiz, PixW;j

FE = (Bt

) x (14 AC X a) 2)

Among them:FE for financial execution; P; is the first i department performance score; W;
is the weight of the i department in the overall financial strategy; n is the total number of
departments; AC for the cost structure adjustment margin; a is the adjustment factor. With the
help of this algorithm, the variables in the financial strategy can be fine-tuned in real time, so as to
improve the efficiency of resource allocation and budget allocation plan, and ensure that the
strategic objectives can be flexibly implemented and continuously optimized under the
unpredictable market conditions.

Conclusion

Through the analysis of the application of financial modeling in corporate financial strategy, it
can be seen that financial modeling not only reveals the hidden problems in corporate financial data,
but also provides theoretical support for the improvement of financial strategy. Although there are
limitations in data analysis, capital structure optimization, and risk management, companies can
improve the accuracy and execution of financial decisions by properly applying modeling methods.
To sum up, financial modeling is an important tool to promote the optimization and improvement of
corporate financial strategy and provide solid support for the long-term development of enterprises.
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