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Cash flow forecasting
Cash flow is king when you’re contracting, self-employed or running a successful small business.
Here’s where you’ll find information on how to get it right.

Forecasting when money will come in and out will help you plan for the future. Being able to predict
peaks and troughs helps you avoid financial difficulties.

It’s also a vital business planning tool. Use cash flow forecasts to plan for expansion and growth
without overstretching your resources.

What is a cash flow forecast?
A cash flow forecast is in essence a cashbook that projects you or your business’s income and
outgoings for any given period in the future, eg week, month, quarter or financial year.

For each period, it lists:

your projected starting account balance
your predicted income
your estimating outgoings, eg bills, salaries, raw materials
your projected ending account balance
any money left over.

It’s typically presented as a spreadsheet, but many contractors, sole traders and small businesses
use accounting software and work with their accountants or bookkeepers to ensure greater
accuracy. 

A cash flow forecast is only as valuable as the information and detail put into it.

Look at sales cycles or other seasonal variations.

These will help you more accurately predict future ebbs and flows.

Predicting income
This needs careful thought. You’ll have to make an informed judgement call on how much income
you think you’ll generate.

Include three variations of your predicted income:

A pessimistic estimate.
A realistic, or most likely, estimate.
An optimistic estimate.

You’ll be better prepared for different scenarios — and if you’re seeking capital, you can show
investors and bank managers you’re not just planning for the best-case scenario.

Income isn’t just cash from sales.

It includes other sources of money, eg cash injections from bank loans, interest on savings and
income from investments.

Predicting income for established businesses
Use your past financial data to help predict your future income.
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Include any expected bumps or hits to your income, eg periods of growth and investment,
marketing drives, or holiday periods.

Predicting income for new businesses
Those new to business won’t have long-term existing sales data to go on — but you can still make
informed predictions using benchmarking data and expert advice.

Speak to an accountant with experience in your industry.
Use Stats New Zealand’s Industry Profile tools (external link)
(http://businesstoolbox.stats.govt.nz/IndustryProfilerBrowse.aspx) to get an idea of your
potential sales.
Use Inland Revenue’s industry benchmark figures (external link)
(http://www.ird.govt.nz/industry-benchmarks/bm-find-your-benchmark/).
Use the Employee Cost Calculator (external link)
(http://www.business.govt.nz/employeecostcalculator/).
Consider paying for expert assessments of the economic performance of your industry.
Get a mentor — or a director, if you have a board — with start-up experience to guide your
predictions.

Predicting income for contractors
If you’re new to contracting, you may have trouble getting a feel for what rates to charge. You can
find tips on how to do this on this website.

What to think about before you start contracting (/getting-started/advice-for-contractors/what-to-
think-about-before-you-start-contracting/)

Forecasting daily or weekly will keep your finger on the pulse of day-to-
day business.

Longer forecasts will help plan strategic activities — and highlight if you need to step up sales or get
more funding.

Estimating outgoings
The more detail, the better.

Drill into as many bills and expenses as possible, including everything from petty cash to winter
heating bills.

If you’ve been in business for some time, look back over your past outgoings.

If you’re new to business or working as a sole trader or contractor, add up all the potentials costs of
getting started and your ongoing costs.

Speak to your accountant to make sure your list of outgoings is as definitive as possible.

Include any future cost changes, eg hiring new staff or paying off business
loans.

Forecast your cash flow
Cash flow is an indicator of your business’s financial health. Forecasting your cash flow helps you
have better conversations with your bank or advisor.
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Forecast your cash flow, Get started (https://www.tools.business.govt.nz/cashflow-forecaster)

How to use your forecasts
Cash flow forecasts are an important tool for all stages of contracting, being a sole trader or in
business.

You can use forecasts to:

avoid financial trouble
plan for future cash shortcomings
meet your tax obligations
plan asset purchases
plan for growth or expansion
make an informed decision on whether borrowing is right for you
benchmark your performance
test different strategic scenarios
figure out the best time to invoice
build your case for investment
forecast the cost of taking on more employees.

Test if you’re ready to grow (/how-to-grow/growth-and-innovation/test-if-you-are-ready-to-grow/)

Borrowing money (/getting-started/funding-your-business/borrowing-money/)

Getting investors on board (/getting-started/funding-your-business/getting-investors-on-board/)

Common mistakes
Not doing it — cash flow forecasting is an effective tool to prevent financial trouble.
Being overly optimistic when you’re predicting future income — to have any real merit, your
predictions need to be honest and backed up by data.
Not documenting your current financial activities — your past income and expenditures will
help you accurately predict your future cash flow.

Vote Form
Has your cash flow been hit by payment delays from government agencies in the past two
years?

We know getting paid on time is a big deal for business. Your feedback will help us understand
whether government payment times can be improved.

 Yes
 No

Vote
Rating form

How helpful did you find this information?

Rate this

 1 Star
 2 Star
 3 Star
 4 Star
 5 Star

Additional comments
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What to think about when you go contracting

(/going-contracting/)

There are several pros and cons to contracting. Here's some information to help you decide if it's for
you.

(/going-contracting/)
Find out more
(/going-contracting/)
(/employeecostcalculator/)

Add up the true costs of hiring staff — salary, recruitment and training — before you take the next
step.

(/employeecostcalculator/)
Get started
(/employeecostcalculator/)

Getting financial advice

(/getting-started/advice-and-governance/getting-financial-advice/)

Find out how a good accountant will help you concentrate on your work, maximise profits and
achieve your goals.

(/getting-started/advice-and-governance/getting-financial-advice/)
Read more
(/getting-started/advice-and-governance/getting-financial-advice/)

Assess your financial skills

(/business-performance/strategic-finance/strategic-finance-overview/)

If you want to grow or change your business take control by getting to grips with strategic finance
concepts.

(/business-performance/strategic-finance/strategic-finance-overview/)
Read more
(/business-performance/strategic-finance/strategic-finance-overview/)

Use numbers to analyse your business

(/business-performance/strategic-finance/use-numbers-to-analyse-your-business/)

Dig deeper into your financial figures to see what’s running smoothly, or if there’s room for
improvement.

(/business-performance/strategic-finance/use-numbers-to-analyse-your-business/)
Read more
(/business-performance/strategic-finance/use-numbers-to-analyse-your-business/)
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Business planning advice

(/getting-started/business-planning-tools-and-tips/getting-business-planning-advice/)

Whether you’re growing fast or new to business, expert advice can kick-start your planning.

(/getting-started/business-planning-tools-and-tips/getting-business-planning-advice/)
Learn more
(/getting-started/business-planning-tools-and-tips/getting-business-planning-advice/)

What to do if your business is operating at a loss

(/tax-and-accounting/business-finance-basics/what-to-do-if-your-business-is-operating-at-a-loss/)

It’s not uncommon for businesses to operate at a loss, especially those still finding their feet.

(/tax-and-accounting/business-finance-basics/what-to-do-if-your-business-is-operating-at-a-loss/)
Learn more
(/tax-and-accounting/business-finance-basics/what-to-do-if-your-business-is-operating-at-a-loss/)

10-step business plan

(/assets/Uploads/Documents/quick-focus-plan.pdf)

Quick-focus planning to make sure you work on the right things for your growing business — every
day.

(/assets/Uploads/Documents/quick-focus-plan.pdf)
Download now [PDF, 203 KB]
(/assets/Uploads/Documents/quick-focus-plan.pdf)

Making tax time easier

(/tax-and-accounting/tax-time-tips/how-to-make-tax-time-easier/#e5220)
(/tax-and-accounting/tax-time-tips/how-to-make-tax-time-easier/#e5220)
See how
(/tax-and-accounting/tax-time-tips/how-to-make-tax-time-easier/#e5220)

Sample profit and loss statement

(/assets/Uploads/Documents/profit-and-loss-statement.pdf)

See this sample P&L for tips on making sense of the results and actions you can take.

(/assets/Uploads/Documents/profit-and-loss-statement.pdf)
Download [PDF, 79 KB]
(/assets/Uploads/Documents/profit-and-loss-statement.pdf)

5/5

http://www.business.govt.nz/getting-started/business-planning-tools-and-tips/getting-business-planning-advice/
http://www.business.govt.nz/tax-and-accounting/business-finance-basics/what-to-do-if-your-business-is-operating-at-a-loss/
http://www.business.govt.nz/assets/Uploads/Documents/quick-focus-plan.pdf
http://www.business.govt.nz/tax-and-accounting/tax-time-tips/how-to-make-tax-time-easier/#e5220
http://www.business.govt.nz/assets/Uploads/Documents/profit-and-loss-statement.pdf

