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[bookmark: _Toc102004467]Introduction
International financial management is quite important for multinational corporations (MNC) in the wake of rapid globalization when markets are becoming increasingly integrated. This report discusses the challenges and importance of international financial management in the context of a renowned MNC. Relation of the discussion is also developed with various pertinent theoretical perspectives in international financial management to further elaborate important concepts.
[bookmark: _Toc102004468]Importance of International Financial Management
Rapid globalization and economic integration have made international financial markets quite relevant for multinational companies. It has become quite important for financial managers in MNCs to take important decisions about capital raising, mergers, restructuring, and risk management, considering different cross-border financial complexities. Therefore, there is a need for them to indulge in suitable management of the international flow of funds for better functioning of the business (Arnold, 2012).
[bookmark: _Toc102004469]Organizational Overview
The chosen organization for this assignment is Shell. It is a well-renowned multinational organization, operating in more than 70 countries in the oil and gas sector. It amassed huge revenue earnings of more than $260 billion, with more than 90000 employees across the globe. For an organization like Shell, it is a huge challenge to manage risks associated with operating in different countries (Shell, 2022).
Being an important player in the global oil and gas sector, Shell is involved in diverse operations, and there are associated risks that come with that.  It is involved in oil exploration, and this is quite a risky operation as it can involve negative or positive results, and it requires funds from the investor to finance an activity that can go in vain if exploration is not successful. Therefore, the company has to develop a stable system of appraisal for better results. Commercial viability of the company is closely related to the oil prices, which can fluctuate to a significant extent in the world oil market. This can hugely impact the operations of the organization (Business Tech, 2022).
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[bookmark: _Toc102004471]Effective Dividend Distribution Policy
It is a challenge to have an inclusive dividend distribution policy considering the international nature of the business framework and to satisfy the interests of shareholders from quite diverse backgrounds (Atril, 2011). Dividend distribution policy is an important document framework that ascertains the share of profits to be distributed to the investors and shareholders. Shell recently took advantage of the price increase, and in response increased its dividend by around 40%. As part of the policy of the company, the dividend increases by 4% every year. Energy majors become huge generators of free cash flows when oil prices are strong, and this makes them attractive to yield-hungry investors. Shell relies on the financial markets, as it requires a huge sum of money to finance its operations. 
It particularly emphasizes the interests of its shareholders. Distribution of dividends entails a high-exposure business process and is related to a wide range of treasury capabilities like cash management, counterparty risk, foreign exchange risk, and cross-currency management. Shell enjoys a stable dividend policy. Investors have been quite enthusiastic about the shares of the company; however, COVID presented an exceptional situation when shareholders were quite disappointed in the low returns of the company. A huge advantage of Shell's stable dividend policy is that it helps in developing trust with the investors, who are certain about the outcome of the research. Some dividends vary to a significant extent in case of fluctuations in profits. Shell not only provides good returns but also provides a stable and consistent returning return to its shareholders.  However, the returns might not be very high, in opposition to the shares of other companies. The sustainability image of the company, on the other hand, has also played an important role in developing a positive image of the organization. This further improves investor confidence in the organization.
The efficient market hypothesis is also an important concept in international finance in the context of stock prices. It states that new information in the market gets reflected in the stock prices immediately. Other views oppose this market hypothesis. The hypothesis develops an argument on the belief that quite often prices of stocks are misinterpreted in the short run. For instance, behavioural finance focuses on the influence of psychology over rationality, when investors make important decisions about investing in stocks. The stock prices of shell experienced phenomenal results post-2021. This was made possible as a result of the recovery made by the oil and gas sector. The phenomenal performance of the organization was reflected in the stock prices of the company (Lalwani & Meshram, 2020). 
This shows that the behaviour of shell’s stock prices adheres to the market hypothesis. However, there might be investors who might change their behaviour shortly, considering the historical context of the volatility in the oil prices. Oil prices are closely linked with international economic activity. This can possible that stock shares do not adhere to the basic principles of the efficient market hypothesis. Another important aspect of international financial management is that of fluctuation in the exchange rates on which countries trade (Amabile & Kramer, 2020).
[bookmark: _Toc102004472]Fluctuation in Foreign Exchange Rate
Foreign exchange is an important concern for all multinational organizations with operations in multiple countries. Foreign exchange rate fluctuates, and this can impact the economy to a great extent. It is caused by the floating exchange rates which have been adopted by several economies. Shell has several subsidiaries, and all the production and sales of these units are owned by it. There are certain risks that Shell has to bear during operations in these countries. Foreign exchange and economic instability are important risk factors. Cost of doing business can increase to a significant extent, in case there is frequent fluctuation in the exchange rates. Multinational companies enter into production sharing agreements. Fluctuation in exchange rates can often lead to an advantage at the expense of the other. 
Oil prices also fluctuate owing to different developments in the international markets. This can also result in a negative impact on the interest rate. Exchange rate disparities are also discussed from the perspective of important international finance theories. For instance, International Fisher Effect (IFE) emphasizes that the difference in the exchange rate of two currencies can be equated to the nominal interest rates of both the countries. Furthermore, optimum currency area theory (OCA) focuses on a single currency for countries in a specific area like European Union (EU). Such measures can help bring about a productive solution to the problems faced by multinational organizations (He, et al., 2022).
[bookmark: _Toc102004473]Political Factors
There are other risks and challenges faced by multinational corporations. The political environment can have a huge impact on the activity of an MNC in an international financial market. The exit of Shell from Russia following the invasion of Ukraine by Russia is a pertinent example with regards to this. Other than this, issues like terrorism, economic instability, and other factors can also create problems in the international financial market that can hamper the confidence of investors (Hume , 2022).
[bookmark: _Toc102004474]Project Appraisal
Various projects are completed as part of the oil exploratory and processing services. Various important critical factors are important to take into consideration like capital expenditure, operational costs, implementation time, and price of oil, to implement the project successfully. It is a common project management goal to generate positive returns for the net overall benefit of the company. It is based on this proposition that a particular project is accepted or rejected. Different techniques are used for the appraisal of projects. The simplest method is that of the Payback Period (PP) where the period is ascertained with regards to when the cost of the project can be covered. When PP takes into consideration the time value of money, it becomes Discounted Payback Period (DPP). Thirdly, the Average Accounting Rate (ARR) ascertains the rate of return that an average investor earns in a certain period (annum). To calculate this, a cut-off period is also ascertained to find out the rate (Chanysheva & Ilinova, 2021). 
In the context of the oil marketing company, Shell, the method used for project appraisal is Net Present Value (NPV), which pertains to the present worth of an investment over the actual investment expenditure incurred on the project. Three important phases of the project are exploration, development, and production. All the steps are closely related to each other. There are important critical factors that are important to take into account during project appraisal. The NPV approach is considered appropriate as the investor is eventually concerned about the profits earned from the project. This appraisal technique provides a clear direction with regards to whether to proceed with the project or not (Wilson, 2022).
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It can be concluded that international financial management concepts are quite important for the shell, as the organization is operational in multiple countries, and has to finance its operations from financial markets. Currently, employees’ techniques maximize shareholders’ wealth by involving in sustainable operations. Adherence to international financial management practices in a better manner can further help the organization achieve its long-term goals and objectives.
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