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In order to effectively manage the financial resources of multinational corporations (MNCs), International Financial Management (IFM) is essential (Brealey, Myers & Allen, 2017). It is essential for the growth and success of multinational corporations (MNCs) to have an efficient management of their financial resources across the various international financial markets. Amazon was selected as the MNC for analysis in this report. This report presents an analysis of the significance of IFM for Amazon, a discussion of the challenges faced by the company in a variety of international financial markets, and the application of relevant IFM theories to support the claims made in the report.
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Amazon is one of the most successful online retailers in the world, and as such, it operates in a number of countries, including the United States of America, Canada, Japan, India, and a number of countries in Europe. The sale of goods and services in various international markets is how the company makes money. As a result, the successful management of the company's financial resources across all of these markets is essential to the success of the company.

IFM assists Amazon in managing foreign exchange risk, optimising cash flows, and raising capital in various international markets (Schumacher, 2013). In order to effectively manage its financial resources across a variety of international markets, Amazon makes use of a wide variety of IFM tools. Some of these tools include hedging against foreign exchange risk, cash pooling, and international debt financing.

Due to the erratic nature of currency exchange rates, Amazon faces a significant challenge in the form of foreign exchange risk. In order to reduce the impact of this risk, the company has implemented a number of hedging strategies, including forward contracts, options, and swaps. Amazon is able to effectively manage its foreign exchange risk thanks to these strategies (Levi, 2017).

In order to maximise cash flows, Amazon also employs a strategy known as cash pooling. This method involves combining the cash holdings of several different subsidiaries into a single pool. This strategy enables the business to cut down on the costs of its borrowing while simultaneously increasing the returns it gets on its cash reserves (Brealey, Myers & Allen, 2017).

By issuing international bonds and shares, the company also raises capital on various international markets. Because of this, the company is able to diversify its sources of financing and gain access to financing options that are more affordable in various international markets (Schumacher, 2013).
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A company's dividend policy is one of the most important factors that potential investors consider when deciding whether or not to invest in it (Bodie, Kane & Marcus, 2014). Amazon has never paid dividends to its shareholders, and the management of the company has justified this decision by reinvesting the profits back into the business in order to fund Amazon's continued expansion.

According to the dividend irrelevance theory, the payment of dividends has no impact on the value of a company, and investors do not care whether they receive dividends or capital gains as long as they are making money (Graham & Dodd, 2009). This theory, however, has been called into question by another theory known as the clientele effect theory. This theory proposes that investors have different dividend policy preferences based on their individual tax situations.

The decision by Amazon to not pay dividends has been beneficial to the company because it enables the company to reinvest the profits back into the business, which in turn funds the company's continued expansion. In addition to this, the price of the company's stock has been consistently rising over the course of the years, providing investors with opportunities for capital gains (Ross, Westerfield & Jordan, 2018).
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The theory known as the Efficient Market Hypothesis (EMH) proposes that financial markets are efficient and that the prices of assets accurately reflect all of the information that is currently available (Madura, 2018). According to this theory, it is not possible to consistently outperform the market by utilising information that is already accessible to the general public.

The fact that Amazon's stock price has maintained a consistent upward trend over the course of several years is evidence that the market is effective at factoring in all of the information that is currently available into the stock price. However, some studies have suggested that the stock prices of technology companies such as Amazon are more volatile than the stock prices of companies operating in other industries; this may call into question the validity of the EMH theory (Damodaran, 2012).

Project Appraisal: The process of project appraisal is essential for multinational corporations (MNCs), as it enables these organisations to determine the viability of potential investment projects and to make educated investment decisions (Shrieves & Wachowicz Jr, 2016). Net Present Value (NPV), Internal Rate of Return (IRR), and Payback Period are just a few of the project evaluation techniques used by Amazon.

When determining the present value of future cash flows from an investment project, the Net Present Value (NPV) method is utilised. Amazon makes use of this methodology in order to assess the viability of potential investment projects and determine whether or not those projects will be beneficial to the company (Zietlow, Hankin & Seidner, 2012).

When calculating the rate of return that a project will bring in, an approach known as the Internal Rate of Return (IRR) method is utilised. Amazon employs this methodology in order to analyse potential investments and contrast those potential investments with other investment opportunities (Brealey, Myers & Allen, 2017).

The Payback Period method is used to calculate the amount of time that will elapse before an investment project will generate sufficient cash flows to cover the initial investment. Amazon employs this method in order to evaluate investment projects that have cash flow projections for shorter time periods (Madura, 2018).
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The assertions made in this report are supported by empirical evidence, such as Amazon's financial reports and the performance of the company's stock price. For instance, according to Amazon's financial reports, the company manages its financial resources across a variety of international markets using a variety of IFM tools, such as foreign exchange risk hedging and international debt financing (Brealey, Myers & Allen, 2017).

The fact that Amazon's stock price has been steadily rising over the years, indicating that investors are pleased with the company's reinvestment of profits, is another reason why Amazon's decision to not pay dividends has been beneficial to the company (Ross, Westerfield & Jordan, 2018).

In addition, the performance of Amazon's stock price indicates that the market is efficient in incorporating all of the available information into the stock price, which lends support to the efficient market hypothesis (EMH) (Madura, 2018).

Finally, the fact that Amazon uses a variety of project evaluation techniques, such as net present value, internal rate of return, and payback period, is evidence of the company's dedication to making well-informed investment decisions and determining whether or not investment projects are even feasible (Shrieves & Wachowicz Jr, 2016).
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In conclusion, International Financial Management (IFM) is essential for the expansion and prosperity of multinational corporations (MNCs) like Amazon. It is absolutely necessary for the company's success to have efficient management of its financial resources across a variety of international financial markets. Amazon employs a variety of IFM tools, including foreign exchange risk hedging, cash pooling, and international debt financing, in order to effectively manage its financial resources across a variety of international markets.

The decision by Amazon to not pay dividends has been beneficial to the company because it enables the company to reinvest the profits back into the business, which in turn funds the company's continued expansion. In addition, the stock price of the company has been consistently rising over the course of the past several years, which indicates that investors are pleased with the manner in which the company has reinvested its profits.

The Efficient Market Hypothesis (EMH) is a theory that proposes that financial markets are efficient and that the prices of assets reflect all of the information that is currently available. The performance of Amazon's stock price lends credence to this hypothesis.

Last but not least, the fact that Amazon uses a variety of approaches to project evaluation exemplifies the company's dedication to the process of making well-informed investment decisions and determining the viability of potential investment projects.
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