International Financial Management
[image: ]



Module Title: International Financial Management
(LCBB6002)
Assignment 1. Title: Report
[bookmark: _GoBack]Student Name: Georgiana Repciuc
Student ID:2123846


Executive Summary
The term finance management could be referred to as the process of collecting and handling the investments gained from potential stakeholders. British Petroleum is a widely renowned business venture and hence this following report has demonstrated a brief overview of the company.  The interest rate parity model has elaborated the international financial regulation concept. The aspects of the trade-off model have also been illustrated in this report. Apart from that, as a part of their international investment approach, the opportunity of higher investment opportunities and innovative projects have been outlined as well. Additionally, joint ventures and the global bond market have again been incorporated as financial resources for British Petroleum at the very end of the report.


Table of Contents
Introduction	4
Overview of British Petroleum	5
Analysis of distinct theoretical frameworks and models of International finance regulation	6
Concept	6
Theoretical frameworks and models linked with international finance regulation	7
Assessment of the role and impact of diverse financing sources and measures adopted by British Petroleum for financing international operations	9
Diverse financing sources and strategies of British Petroleum	9
Application of the international financial strategies of British Petroleum	9
Impact of the financial measures adopted by British Petroleum	10
Analysis of diverse models and theoretical framework of corporate value, financial structure and international cost of capital	11
The theoretical framework of corporate value	11
Theoretical framework of financial structure	11
The theoretical framework of International cost of capital 	12
Conclusion	13
References	14
[bookmark: _heading=h.bi4vvgawv2pi]

[bookmark: _heading=h.gjdgxs]Introduction
Finance management is considered a pivotal aspect of a business that enables it to raise investments from domestic and foreign markets. Therefore, the following report will be constructed with the intent of determining the influence of international finance management on British Petroleum. The relevant models and theoretical framework linked with global finance regulation will be evaluated. Along with that, the measures planned and adopted by British Petroleum to regulate foreign investments will be incorporated in the report. The theoretical models of international cost of capital and corporate value will be discussed. Eventually, the theories linked with financial structure will be analysed.


[bookmark: _heading=h.30j0zll]Overview of British Petroleum
[image: British Petroleum sells Oman Gas stake to Thailand's PTT - Bnreport]
Source - (bp, 2024)
British Petroleum is a recognized gas and oil company in the UK that was established in 1909. The headquarters of the business is located in London. The company has approximately 87800 employees. The annual revenue generated by the company in 2023 was around £165 million. The market share of the company is around £82 billion in 2023. The net profit margin of British Petroleum increased by over 800% from the previous year. The competitors of the company are Shell Plc, TotalEnergies SE and many more (globaldata, 2024).


[bookmark: _heading=h.1fob9te]Analysis of distinct theoretical frameworks and models of International finance regulation
[bookmark: _heading=h.3znysh7]Concept
International finance monitoring refers to the thorough assessment of the global market to regulate and manage capital resources effectively during foreign investment. The international market involves numerous risks and opportunities for growth for businesses. However, the application of an appropriate finance management framework allows businesses to minimise the risks. The major aspects of the global market are currency exchange rate, price volatility, and many more. The major implications of global finance regulation by businesses have been listed below (Case, 2023).
Investment
The international market offers ample opportunities for investment for businesses that enable them to achieve higher income as well as higher brand awareness. It also creates a scope for angel investors to put capital resources in the foreign market. Therefore, businesses achieve investment from the global world through effective finance management. British Petroleum is known to have effective finance management and economic policies that fostered the company to attract foreign investment.

Currency exchange
It is regarded as the key aspect of the global market that fosters businesses to acquire higher revenue from the foreign market. The higher exchange rates of a nation ensure better revenue generation from the international market through exports and secondary investments. British Petroleum has acquired high profits by selling gas and oil in the international market due to higher exchange rates in the UK (Borchers, 2023).
[bookmark: _heading=h.2et92p0]Theoretical frameworks and models linked with international finance regulation
Interest Rate Parity model
Concept
It is the theoretical model that projects the view that the disparity between two nations in terms of interest rates can be commensurate with the currency exchange rates. Therefore, the above theory provides insight into the link between the exchange rate and the government interest rate. The disparity in the interest rate influences the investors to carry out investments in the secondary market (Fabozzi et al., 2021).
Evaluation
The above theory is highly beneficial for businesses in managing financial decisions. It allows businesses to fetch maximum return by investing in the market with distinct interest rates. Along with that, it fosters businesses in regulating financial risks in an effective manner. British Petroleum employs the above theory to invest in the global market as it enables them to gather maximum returns from the investment.
Mundell-Fleming theory
Concept
[image: Mundell-Fleming Model as more relaxed version of ISLM - Research-Methodology]
Source- (John, 2023)
It is a theory that focuses on the alignment of the monetary and fiscal mechanism of the economy with the currency exchange rates. The theory proposed that the fiscal policy framed by the government and the monetary policy laid down by the Central Bank directly impact the interest rates and other economic parameters and variables (Egilsson, 2024).

Evaluation
The given theory has an impactful role in identifying the influence of policy and governance on the financial sector. However, the above theory undermines the implications of international fluctuations and volatility in the economic market. Still, it is a crucial framework for businesses to manage international finance in a prudent way (Kelly, 2023).
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Joint ventures
British Petroleum has been engaging in joint ventures in order to carry out investment in the international market through mutual agreement and efforts. It has allowed the company to minimise certain financial risks of the international market to a considerable extent. Along with that, it enabled the company to explore new markets by acknowledging the trends through collaborative practices (Kelly, 2023).
Global bond market
British Petroleum is known to issue certificates and bonds in the foreign market in order to attract investment. It has fostered the company to issue bonds in different currencies which enabled them to achieve higher returns. The higher brand value and market reputation in the oil and gas industry helped British Petroleum acquire capital during strategic circumstances.
Sustainability backed financing
Sustainable financing is regarded as the key strategy of British Petroleum that encourages investors to put capital into considering higher benefits in the contemporary market. It has fostered the company in achieving investment from environmentally conscious investors (BP, 2024).
[bookmark: _heading=h.1t3h5sf]Application of the international financial strategies of British Petroleum
Higher investment opportunities
The sources adopted by British Petroleum for international financing assisted in investment in foreign portfolio investment that benefited the company in attracting higher profit from the market. Along with that, it also enabled the company to manage financial risks associated with the market in an effective way (Case, 2023).
Innovative projects
The above financing strategies helped British Petroleum to achieve capital for investment in innovative works. As a result, it fostered the company to gain a competitive advantage over its rivals.
[bookmark: _heading=h.4d34og8]Impact of the financial measures adopted by British Petroleum
Financial risk analysis and mitigation
The financial strategy of maintaining capital inflow through joint ventures fostered British Petroleum to analyse the financial threats of the market within the time. It ensured maximum output for the company through investments (Meyer, 2022).
Trends analysis
The financial investment through joint ventures allowed the company to detect growth opportunities in the market through research and analytics. 
The thorough inspection of financial trends in the international market enabled the company to put capital into the right strategy that fetched maximum output.

[bookmark: _heading=h.2s8eyo1]Analysis of diverse models and theoretical framework of corporate value, financial structure and international cost of capital
[bookmark: _heading=h.17dp8vu]The theoretical framework of corporate value
Market-based model
Concept
It is a theoretical model of corporate value that lays emphasis on the market strength of the company in determining the value in the industry. The above theory identifies certain economic parameters such as sales volume, revenue and many more as the variables that ensure the higher value of the business (Macdonald, 2021).
Analysis
The above theory is highly significant in demonstrating the strengths of the company based on financial indicators. British Petroleum is recognised for its enhanced turnover in the industry. The company achieved higher recognition in the gas and oil sector due to its high revenue generation capability.
[bookmark: _heading=h.3rdcrjn]Theoretical framework of financial structure
Trade-off model
Concept
It is a financial structure theory that projects the view that the optimum capital framework lies within the range between financial cost and interest rate. It fosters the businesses to acknowledge the amount needed to balance the expenses through debt financing (Neves et al., 2020).
Analysis
The above theory is considered effective in identifying the appropriate amount that can be utilised to raise funds through equity financing and debt financing. The businesses generally carry out debt financing in order to fund the projects in a quicker way. However, equity financing serves a key role for businesses as it facilitates maximum control of the business in terms of regulation and ownership (John, 2023).
[bookmark: _heading=h.26in1rg]The theoretical framework of International cost of capital 
Country Risk Premium model
Concept
It is the model that concentrates on certain key risks associated with the global market. This includes the political balance and stability of the country, fluctuations in exchange rate, price volatility and many more. The above theory is highly effective in forecasting overall threats in the international financial market (Damodaran, 2020).
Analysis
The Country Risk Premium model is considered highly beneficial for businesses in acknowledging threats such as political stability, inflation and other aspects. British Petroleum employs the above strategy to reduce losses from international investment.


[bookmark: _heading=h.lnxbz9]Conclusion
Managing finance has been considered crucial for many businesses. Here, it is advantageous for companies to attract both local and international investment and opportunities. In this context, the impacts of finance management at the international level on British Petroleum have been carried out in this report. Explanation of crucial frameworks and models regarding global finance restrictions have also been incorporated in this discussion. Besides that, the strategies implemented by British Petroleum related to the maintenance of foreign investment have been added here.  Moreover, this report has explained international capital cost along with corporate valuation-related theoretic models in a detailed way. The last section of this report, named theoretical model analysis, has attached specific financial structures. 
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