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[bookmark: _Toc128778986]Introduction
This report is aimed to provide different particulars regarding international financial management practices of Unilever UK PLC. First of all there will be discussions regarding the importance of international financial management to the company which will be followed by different challenges faced by the company. Then there will be discussions regarding the dividend distribution policy of the company. Finally, there will be implication of efficient market hypothesis and critical evaluation of project appraisal techniques used by Unilever UK.


[bookmark: _Toc128778987]Importance of IFM to Unilever UK
International Financial Management (IFM) is the process of managing financial resources of a company operating in multiple countries. It involves managing foreign exchange risk, optimizing cash flows, ensuring compliance with international accounting standards and regulations, and making investment decisions across different jurisdictions (Henning et al., 2022). For Unilever UK, as a multinational corporation with operations in several countries, IFM is of great importance – 
1. Manage Foreign Exchange Risk: Unilever UK operates in several countries and is exposed to currency risks. Changes in the foreign exchange rates can influence the performance of the company, cash flows and profitability. IFM helps Unilever UK to manage this risk by hedging its exposure to foreign currencies through various financial instruments such as currency futures, options, and swaps.
2. Optimize Cash Flows: Unilever UK has to manage cash flows across different countries and currencies. IFM helps the company to optimize its cash flows by ensuring that it has sufficient funds in each country to meet its operational and investment needs. It also helps the company to reduce the cost of capital by raising funds in the most cost-effective manner (Bergendahl, 2021).
3. Ensure Compliance with The International Accounting Standards: Unilever UK is required to comply with IAS such as IFRS or International Financial Reporting Standards. IFM ensures that the company's financial reporting is accurate, transparent and complies with these standards. This helps the company to maintain its reputation and credibility with investors, regulators, and other stakeholders (Madura & Fox, 2022).
4. Make Investment Decisions: Unilever UK needs to make investment decisions across different countries and currencies. IFM helps the company to evaluate the risks and returns of these investments and to select the most appropriate investment opportunities. This ensures that the company's investments are aligned with its strategic objectives and maximize its shareholder value.

[bookmark: _Toc128778988]Challenges of IFM to Unilever UK
Unilever UK may face various challenges when operating in different international financial markets. Here are some possible challenges that the company may experience, described below as follows – 
1. Foreign Exchange Risk: Unilever UK may face currency risk due to fluctuations in exchange rates between the currencies in which it operates for different turmoil like Russia and Ukraine War or Covid-19 business volatility. This can affect the company's profitability, cash flows, and financial performance. The company needs to manage this risk effectively through hedging strategies to protect against adverse currency movements (Lee, 2022).
2. Economic and Political Instability: Unilever UK may also face economic and political instability in some of the markets where it operates. This can lead to fluctuations in interest rates, inflation, and exchange rates, making it difficult for the company to plan and execute its financial strategies effectively. Additionally, political unrest, changes in government policies, and trade restrictions can create uncertainties and affect the company's operations (Bergendahl, 2021).
3. Regulatory Compliance: Unilever UK may face regulatory compliance issues in different international financial markets like China due to differences in accounting standards, tax laws, and other regulations. Compliance with these regulations can be complex and time-consuming, and failure to comply can result in penalties and legal risks.
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Unilever UK's dividend distribution policy aims to provide a steady and sustainable return to shareholders while balancing the need to reinvest profits back into the business to support growth and innovation.
In recent years, Unilever UK has consistently paid dividends to shareholders and has increased its dividend payout over time. For example, in 2022, the company declared a total dividend of €1.66 per share, an increase of 0.7% from the previous year. The historical payout ratio is given below as follows – 

Figure 1: Historical Pay-out Ratio (Source- Author)
The company's dividend policy is to pay out around 50% of its earnings as dividends, with the remaining 50% reinvested back into the business for future growth. This is evident from the above graph as it moves around 50% during the last 5 years (Hargreaves Lansdown, 2022). Unilever UK typically pays dividends twice a year, with the interim dividend declared in October and the final dividend declared in April.

[bookmark: _Toc128778991]Efficient market Hypothesis
The theory of EMH suggests that the financial markets are being efficient as the prices of stocks fully reflect all types of given information for any particular time period. This depicts that there is no possibility for beating the market consistently by having any type of publicly available information as that information has already been reflected in the stock prices (Henning et al., 2022). The implications are being discussed along with examples below as follows – 
1. Unilever UK's Acquisition of Horlicks: In 2018, Unilever UK announced its acquisition of GlaxoSmithKline's Indian consumer healthcare business, which included the popular Horlicks brand. This acquisition was seen as a significant move for Unilever UK, as it allowed the company to expand its presence in the fast-growing Indian market. However, the market did not appear to fully reflect the impact of this acquisition on Unilever UK's stock price. The company's stock price did not see any significant change following the announcement of the acquisition, and it continued to trade within its normal range. This suggests that the EMH theory may not be entirely accurate, as the market did not appear to fully incorporate all the available information about the acquisition (Bergendahl, 2021).
2. Unilever UK's Environmental and Social Initiatives: Unilever UK has been actively promoting its environmental and social initiatives in recent years, including its commitment to sustainable sourcing and reducing its carbon footprint. These initiatives are seen as positive developments by many investors, who view them as a way to create long-term value for the company. However, the market response to these initiatives has been mixed, with some investors viewing them as a distraction from the company's core business. This suggests that the market may not fully reflect the value of these initiatives, and that there may be factors beyond publicly available information that are influencing the market's perception of them (Hargreaves Lansdown, 2022).
That is why it can be said that the EMH theory provides a useful framework for understanding financial markets, but it may not always accurately reflect the market's response to events related to Unilever UK's operations.
[bookmark: _Toc128778992]Project Appraisals Technique
Unilever UK is a multinational consumer goods company that operates in a highly competitive and rapidly changing business environment. The methods of appraising projects by Unilever UK are being analyzed below as follows – 
1. Discounted Cash Flow (DCF) Analysis: Unilever UK primarily uses discounted cash flow (DCF) analysis to appraise projects. This method involves predicting the future cash flows that a project is being expected to generate and then discounting them back to their present value using a discount rate (Madura & Fox, 2022). For instance, in 2016, Unilever UK acquired Blueair, a Swedish company that produces air purifiers. Unilever UK evaluated the potential of the acquisition using a discounted cash flow (DCF) analysis. The DCF analysis involved forecasting the future cash flows that Blueair was expected to generate and then discounting them back to their present value (Lee, 2022).
2. Sensitivity Analysis: Unilever UK also uses sensitivity analysis as part of its project appraisal process. This involves testing how changes in key variables, such as sales volumes or production costs, would impact the project's financial performance. By conducting sensitivity analysis, Unilever UK can identify the key drivers of the project's profitability and assess the risks associated with the project. This can help the company make more informed decisions about whether to invest in the project or not. For instance, in 2019, Unilever UK announced its commitment to use 100% reusable, recyclable, or compostable packaging by 2025. The company evaluated the potential of this initiative using a sensitivity analysis that focused on the impact of sustainable packaging on the company's reputation and the environment (Henning et al., 2022).


[bookmark: _Toc128778993]Conclusion
International financial management is very much important for incorporating the company's operations in different financial markets. There are some challenges which must be monitored and present these actions must be taken to reduce the impact of the challenges. Unilever UK provides a stable dividend payout policy so that the shareholders can be able to maintain a good income from the company. In addition, efficient market hypothesis does not work always for the company where there are some benefits and problems regarding the project appraisal techniques of the company.
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