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Cash Flow Matters More Than Ever
The recent decision by the Reserve Bank to increase the official cash rate by 25 basis points to 4.1% is another reminder of how critical cash flow management is for every business.

Running a business has always required careful attention, but in the current environment, staying on top of your cash position is essential. There is a well-known truth in business that still holds firm:

A business cannot function without cash.

Cash is the lifeblood of your operations. Without it, even profitable businesses can fail.

Profit Does Not Equal Cash
It may seem surprising, but many businesses that report profits still encounter serious financial difficulty due to a lack of available cash.

So where does the cash go?

Often, it is tied up in day-to-day operations. This might include excess stock holdings, slow-paying customers, or significant investments in equipment, vehicles, or premises. In other cases, cash is absorbed through work in progress that has not yet been invoiced, or through uncontrolled expenditure in areas such as research and development.

These situations are rarely the result of wrongdoing. More often, they arise from a lack of consistent monitoring and timely decision-making.

Managing Cash Flow Requires Planning
Effective cash flow management is not accidental — it requires deliberate planning and ongoing attention.

For example, businesses should ensure that supplier terms are clearly understood and agreed to in writing. Inventory levels should be carefully managed to reflect seasonal demand and supply chain realities, particularly where goods are sourced internationally.

It is also important to monitor how quickly customers are paying, and to ensure that invoices — including progress claims — are raised promptly. Delays in invoicing or collections can quickly create unnecessary pressure on cash reserves.

In addition, having clear responsibility within your team for monitoring stock, managing receivables, and reviewing expenditure can significantly improve control over your cash position.

A Timely Reminder
In a rising interest rate environment, the cost of funding increases and the margin for error narrows. Businesses that actively manage their cash flow will be better positioned to navigate uncertainty and take advantage of opportunities as they arise.

If you would like to discuss any aspect of cash flow as it relates to your business, please do not hesitate to contact the accountant in our organisation whom you normally deal with.
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