Scenario-Based Profit Forecasting

1. Executive Summary

Scenario-based profit forecasting provides a framework for assessing the potential financial outcomes under
various future scenarios, aiding in proactive decision-making and risk management.

2. Key Assumptions

e Market growth: 5% (Base), 8% (Optimistic), 1% (Pessimistic)
e Operating costs expected to rise 6% annually
e New product launchin Q3

3. Financial Forecast Summary Table

ltem Base Case Optimistic Case Pessimistic Case
Total Revenue $2,000,000 $2,400,000 $1,700,000

Cost of Goods Sold $1,000,000 $1,150,000 $900,000

Gross Profit $1,000,000 $1,250,000 $800,000
Operating Expenses $600,000 $670,000 $600,000

Net Profit $400,000 $580,000 $200,000

4. Scenario Details

Base Case

e Assumes moderate market growth and stable expenses
o Net profit of $400,000 projected

Optimistic Case

e Considers higher sales due to market expansion and successful launch
¢ Net profit of $580,000 projected

Pessimistic Case

e Slowed sales growth and higher operational risks
o Net profit of $200,000 projected

Important Notes

All figures are projections and subject to change as events unfold.

e Assumptions should be reviewed and updated regularly.

e Scenario analysis helps identify potential risks and opportunities.

This format supports strategic planning and informed decision-making.
e Variance between scenarios highlights sensitivity to key assumptions.
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