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[bookmark: _Toc100316807]1.0 Task Overview
The business world perceives the MNCs as the global competitor running with the most versatile functions and product scope. Along with the large-scale revenue, the MNCs often compromise the high exit barrier due to high capital involvement and financial market anomalies. The global scale functional challenges are conveyed to their key financial strategies like; dividend distribution, capital budgeting and financing distinctively. Apart from operational uncertainties, the international market anomalies and macroeconomic uncertainties play a significant role in shaping the short-run investments, long-run financing, project appraisals as well as stock market perception (Pilbeam, 2013). Thus, it is essential to deal for MNCs to enhance the strategic implications internationally to face the global market challenges with corporate strengths. For a mining MNC, like BHP, the capital financing is more challenging for large scale investments, and so is the dividend distribution, which would be the assessment concern of the author in this paper. 
[bookmark: _Toc100316808]2.0 Evaluating International Financial Management Strategy: BHP  
The international financial management framework broadly considers three key aspects, which would be aligned to the operational efficiency of BHP; financing, investment appraisal and considerations in the market efficiency framework. 

(Korneev, 2020)
[bookmark: _Toc100316809]2.1 Critical Evaluation of Dividend Distribution Policy
The dividend distribution policy of BHP entails a significant framework. The financing decision is quite significant for the large scale market participant, BHP. The dividend distribution is regarded as the leading proxy of financing decisions, which has a similar impact on market performance as well as risk perception. 
Payout Ratio & Retention: If the MNC complies with a high payout, the indication states that it relies on external financing, thus incorporating more financial distress risk (Smart, 2017). A low payout (DPR) indicates a higher dependence on internal financing. On average, the dividend payout ratio is 50% for BHP. From early 2012 to 2021, BHP formulates the cash dividend distribution with a constant dividend framework. 
Dividend % Growth: There is no subtle trend in the dividend growth of BHP. High EPS does not provide a high payout, which is evident in the early years until 2014. Another hand, despite not having a high earning contribution, in 2015, BHP yielded the highest payout of 153%.

(Focus on Catalysts, 2020)
Dividend Financing: The dividend growth and payout average provide crucial insights. In specific years, 2021, 2019 and 2018, there was the utmost payout growth, regardless of the earnings growth. This dividend distribution strategy was to increase the earning multiplier and market trading on a global scale to improve the enterprise value (Smart, 2017). But, the high payout caused the retention ratio to fall along with an increase in debt inclusion and cost of capital. For BHP, the dividend distribution policy is taken as the crucial aspect for both risks and returns along with stock market performance in the international market. 
[bookmark: _Toc100316810]2.2 Capital Budgeting and Project Appraisals; BHP 
Project Considerations: The industry aspect plays a significant role in assessing the project appraisals of BHP. Due to having a broad capital requirement for mining functions, capital budgeting and investment appraisal are considered to be the most significant function of the MNC. BHP’s prevailing functions are for the advanced markets; the US, the UK, Canada, Malaysia as well as Australia entailing core mining products specializing in copper, nickel and iron ore (Kondratyev, 2019). For project appraisals, the considerations stand for:
· Energy consumption in respective economies on a global scale determines the cash flow.
· Energy demand shifting trend in operative markets determines the revenue.
· Industrialization growth defines the average cost of capital and business growth.
Ongoing Projects & Investments: Currently, in the fiscal year 2020-2021, BHP schedules a large budget of 11626 million USD for the six specific projects. Here, the largest cash outlay is planned for the copper project in Chile, iron ore projects and two specific petroleum projects. The capital schedule is targeted for the leading product line. 

(Focus on Catalysts, 2020)
Project Appraisal: The high cash outlay would lead to any of the following outcomes; negative cash flow, zero cash flow and positive cash flow. The project appraisal considers three aspects; opportunity cost, cash flow and initial cash outflow. The project duration for BHP is quite lengthy and incorporates the global economic scope. That leads the entity to conduct the appraisal through multiple-step appraisal methods. For high-end markets (copper project in Chile, petroleum project of Atlantic phase), the project appraisals are conducted through the pay-back period and NPV. But, for large projects (South flank iron ore, Ruby petroleum project, and Jansen Potash project), the NPV method and IRR are appraised. In the beginning, both high-end and large projects are appraised through the NPV method. Here, the cash flow is forecasted as per the macroeconomic, industry-oriented and business considerations (Madura & Schnusenberg, 2016). If the NPV yields a positive value, the outcome is considered worthy for second step valuation. Specifically, each project is required to provide a value higher than the initial outlay. The copper project of Chile should convey a result higher than 2460 million USD. In the second step valuation, the large projects would be valued by the IRR method. If the internal rate of return is above the cost of capital, after having a positive NPV, the project is accepted for further execution, as the large projects require high funding and more risk. 
But, for the high-end market projects, for the second step of evaluation, the PBP (Pay-back period) is regarded as crucial. As the high-end market projects are subjected to rapid industrialization and a volatile economy, the higher the project completion period, the higher the risk. That introduces the necessity for faster recovery. PBP evaluates, how fast the project functions would recover the initial outlay, the shorter the outlay, the more preferred the project in the high-end market (Pilbeam, 2013). Such high-end market projects require faster completion, as the return is subjected to more anomalies. 
[bookmark: _Toc100316811]3.0 Efficient Market Strategy: BHP
The global financial market assessment is a leading concern for BHP. Despite having a wider scope, there prevail higher anomalies. Besides, for participating in divergent financial markets, there is a strategy gap for continual shifts in market efficiencies. Thus, for BHP, particularly, market framework depiction is beyond a necessity. The stock performance of BHP requires a fair valuation. The fair valuation diverges due to market inefficiencies across the functional areas. The stock market can range within three spheres of efficiencies; strong, semi-strong and weak. The domestic market Australia and Canada market render a strong form of efficiency. But, Chile and the UK often behave in a weak form of efficiency. The leading functional span: the Australian, American and British stock markets are prominent concerns for BHP. Thus, the market efficiency in these markets would broadly impact the global market performance of BHP. Both the UK and US strong market represents the past-record base stock performance and slow value growth for BHP (Focus on Catalysts, 2020). But, the domestic market conveys a trend based stock market performance for BHP Plc. The past price reflection is the determiner of weak market efficiency, which prevents the performance growth of BHP in the American and British markets. 

High-Risk Premium Challenge: Though there prevail many inefficiencies, the stock markets move through both semi-strong and strong forms of efficiency. Thus, despite having a strong framework, the Australian market follows the random walk occasionally. In the large functional zones, Canadian and American markets most often behave in a semi-strong to weak manner. Here, BHP faces the challenge of a higher return premium for anomalies that would impact the dividend strategy; the investors would require a high dividend, low retention and more external financing (Smart, 2017). 
Project Downsize: As the advanced market zones behave in a strong to semi-strong manner, there would be the market perception of high risk of the entity along with rapid absorptions of economic shocks. That may intend the stakeholders to bear a poor corporate perception, lack in investment demand and consequently deterioration in stock market performance due to heavy scale expansions of the projects. That often increases the risk of both failed projects and budget curtails. 
Broad Scale DPR Trend: dividend is taken as different indications in different economies. In semi-strong and weak economies, a high dividend is preferred, which leads the company to move for debt financing and high distress over projects. But, this would eventually flow to the strong market zones; Australia and Canada, where the low dividend policy is preferred. Thus, the high dividend performance in other economies would deter the corporate performance in strong markets and increase the default risk and reduce the enterprise value. But, moving for a low DPR-high retention policy would incur consequences of undervaluation in the global marketplace (Korneev, 2020). To be more precise, the UK, Canada and the Australian stock markets incorporate the rapid information adaption, more market symmetry as well as sensitive stakeholders yielding a stock market shock. Here, the market absorbs the project outlook and dividend strategy insights faster, which may build the ground for efficient performance valuation rather than sole dependence over random walks. 
[bookmark: _Toc100316812]4.0 Conclusions
In the past decade, BHP has performed a smart strategy in formulating, shifting and adapting dividend policy with its investment and financing strategies. In 2021, lately, BHP has crossed the expansionary project completion in the macroeconomic turmoil of Covid-19. But, the issues have not ended as the ongoing projects are also scheduled for over 1 billion USD. For BHP, project appraisals are followed by higher cash flows and increased survival scope in the global market. Despite having a profitability fall, BHP goes for rising distribution and business expansions for facing the market challenges as well as continuing the stock performance trend. 


[bookmark: _Toc100316813]5.0 References
Focus on Catalysts, 2020. BHP acquiring Norilsk's Australian nickel assets. 2020(11), p.5.
Kondratyev, V., 2019. Global Mining Industry in 2018 and its Perspectives. Mining Industry Journal (Gornay Promishlennost), 143(1/2019), pp.14-22.
Korneev, S., 2020. BHP Billiton: assets optimization — scale quality or quality scale. Tsvetnye Metally, pp.15-19.
Madura, J. and Schnusenberg, O., 2016. International financial management. 7th ed. Mason, Ohio.: South Western.
Pilbeam, K., 2013. International Finance. London: Palgrave Macmillan.
Smart, S., 2017. Corporate finance. [Place of publication not identified]: Cengage Learning.


1) Petroleum project : Atlantic phase	2) Copper project : Chile	3) South Flank Iron Ore	4) Petroleum project : Ruby	5) Petroleum : Mad Dog phase 2	6) Jansen Potash Project	696	2460	3061	283	2154	2972	

Figure 3: Stock performance trend of BHP
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Figure 1: Dividend policy of BHP
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Figure 2: DPS and EPS Trend-BHP
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