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[bookmark: _Toc100415813]Introduction
Globalisation and rapid technological advancements are the two major causes of increasing importance of international financial management. Adidas is a multinational company headquartered in Bavaria, Germany that designs and produces shoes, accessories and clothes, all rooted in sport (adidas-group.com, 2022). The company believes that sports has the power to change lives and currently employs about 61401 employees (adidas-group.com, 2022). In this study, a detailed discussion is going to be made on the importance that international financial management holds within the context of Adidas. The challenges that the organisation might experience in diverse international financial markets will be evaluated through various theories while dividend distribution and methods of project appraisal is going to be discussed.

[bookmark: _Toc100415814]Discussion
International financial management is essential and important for all business entities. According to Roy and Roy (2016), international finance, which is also called international macroeconomics, is the study related to the financial interactions between two or more than two nations. International financial management is important in multinational businesses as these businesses operate within the international business environment. According to Madura (2020), international financial management is important within businesses, as it helps in maximising shareholder wealth, making financing decisions while making sound and effective investment decisions. In the context of Adidas, one of the key reasons for which international financial management is important is because it helps the company in making effective decisions on both financing and investments. Moreover, it is important for the company to maximise the wealth of its shareholders while acquiring, allocating and using funds efficiently.
However, there are various challenges faced within multinational corporations in international financial management. For instance, foreign exchange risk is one of the primary challenges that Adidas faces in international financial management. As defined by Giraldo-Prieto et al. (2019), the risks that are associated with the fluctuation of the currency value inclusive of the potential to convert profitable deals into losses is known as foreign exchange risk. This challenge in Adidas is managed and tackled by adopting the working capital management theory. The internal trading transactions of this company are match centrally and the inter-firm payment terms reduce the foreign currency exchange terms. Managers of Adidas oversee the borrowing needs of the subsidiaries of Adidas and its cash surplus by using forward contracts along with dominating borrowings in the currency of principal assets and cash flows. Meeting borrowing needs leads to cash inflow and thus good working capital is achieved. Similarly, maintaining cash surplus leads to increase in current assets, thereby increasing the working capital of the company. Such working capital management activities of maintaining cash surplus and meeting borrowing requirements in the currency that dominates assets and cash flows in turn helps the company in managing its foreign exchange risk.
Apart from this, managing and meeting shareholder interests is one of the main objectives of Adidas. However, the agency problem is one of the main threats or challenges of Adidas in terms of international financial management with which shareholder interests can be met. This is because in case if shareholders’ interests are not met, they might withdraw their shares and the financial position and performance of multinational companies can decline. As stated by Boshkoska (2015), the occurrence of agency problem is seen in companies wherein there is a conflict between shareholders’ goals and managerial interests. In Adidas, agency costs are high since the organisation is large, the culture of its foreign managers is different and there are scattered distant subsidiaries. 
However, this challenge is managed in Adidas through the application of the agency theory. As stated by Panda and Leepsa (2017), the agency theory is a principle or theory used for explaining as well as resolving the problems in the relationship existing between a company and its agents. The financial management department existing at Adidas adopts the agency theory to explain and resolve the disputes that arise between the organisation’s shareholders and its managers and directors regarding their individual priorities. Moreover, there is partial concentration of ownership as well as control placed in the hands of Adidas’ large shareholders while fiduciary duties are placed in the hands of its directors. This balances the individual priorities and interests in Adidas and helps it in effective international financial management.
Apart from the challenges discussed above, the international financial management of a business organisation faces another challenge of managing and maximising shareholder wealth by paying an accurate amount of dividends. As defined by Baker and Weigand (2015), the type of reward that a company provides to its shareholders through paying them in cash or other forms such as scrip is known as a dividend. The board of directors present within a company makes decisions on the dividend payout of a company. However, this decision is needed to be approved by the company’s shareholders. One of the key elements in the international financial management practices at Adidas includes its dividend distribution policy. 
According to Kanakriyah (2020), the dividend distribution policy indicates the principles that have been established within a company to ensure the rewards or compensations to be distributed to its equity shareholders. The establishment of this policy within the context of business organisations is helpful in international financial management through striking a balance between their payout and their retained profit to address future requirements. In the context of Adidas, dividends were provided to equity shareholders at 3.0 Euros per shares during the year 2021 (adidas-group.com, 2022). However, the supervisory and executive boards of the organisation Adidas have proposed to increase its dividend payouts by 10% to 3.30 Euros. 
This reflects that the organisation adopts a stable dividend policy. A stable dividend policy is the dividend distribution policy that pays out a steady level of dividend during each period irrespective of volatility (Driver et al., 2020). As per this dividend distribution policy, the amount of dividends does not change in case if there are any temporary changes within earnings. Such a dividend distribution policy assists Adidas in its international financial management through the stabilisation of the market value of shares and creation of confidence between investors and shareholders. Moreover, this policy helps in international financial management through acting as the sign of continued normal operations.
Another important aspect related to the international financial management of a multinational organisation is the efficient market hypothesis, largely used in Adidas. According to Ţiţan (2015), efficient market hypothesis or the EMH theory is an international financial management theory stating that prices of a company’s securities already provide a reflection of the available information of those securities. However, according to Leković (2018), there are various types of efficient market hypothesis, which include weak form, strong form and semi-strong form. On the other hand, the strategies used for managing efficient markets involve two types of management, active management and passive management. In case of the passive management strategy, efficient market hypothesis is accepted and costs are low while there is presence of ETFs and index funds. Active management, however, involves considerable costs. In the context of Adidas, passive management is used as a form of efficient market hypothesis. This is because Adidas is a large company and has a large portfolio as well. Since its portfolio is large, despite being costly, active management turns out being appropriate for the company. 
However, according to Kaur and Kaur (2019), another important element in international financial management is investment decisions. This is mainly because the costs associated with investment decisions are huge, which increase due to frequent changes within currency exchange rates, currency controls and market value. According to Magni (2020), to make investment decisions, several methods are used, which are also called project or investment appraisal methods. In the context of Adidas, there are two main methods used for appraising projects, which are the net present value, NVP and scenario planning. The NVP of a project is the difference between the total cash inflows and total cash outflows from it (Peymankar et al., 2021).
This method is used in Adidas for the evaluation of the potential returns on the planned investments of the company. It accounts for the risks of the company’s investments by adding a premium threat to cost of capital, thereby decreasing the future streams of earning wherever appropriate. As a result, profitability of investments are analysed and investment decisions are made efficiently. Conversely, scenario planning is used in Adidas for measuring the vulnerability of the investment returns of the company against the changes within initial assessment. Based on the sensitivity measured on investment returns after measuring its profitability through net present value, the management at Adidas ensures its international financial management via finalising investment decisions.

[bookmark: _Toc100415815]Conclusion
Hence, the findings of the study assist in concluding that international financial management acts as an important element within every multinational organisation. The examples and discussions on Adidas helped to develop a detailed understanding on the importance of international financial management in MNCs. However, several challenges in international financial management could be determined through theories such as the efficient market hypothesis theory. On the other hand, it could be identified that Adidas follows a stable dividend policy and uses net present value and scenario planning for appraising projects. These are also the key aspects of the organisation’s international financial management.
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