

	
	
	International Financial Management



[image: Text

Description automatically generated with low confidence]
University of Wales Trinity Saint David


Assignment 1 – Critical analysis and evaluation of the importance of International Financial Management (IFM) for Toyota


Module Name: International Financial Management
Module Code: LCBB6002


Student Name: Pavlinka Todorova Veleva
Student Number: 2028165


Lecturer Name: Dr. Rexon Nting
Date:

Table of Contents

Introduction	2
Toyota Company	2
Importance of IFM and challenges experienced in various markets	2
The challenges that Toyota Company encounters in the globalised economy	3
Dividend distribution policy	3
Efficient market hypothesis theory	6
Conclusion	7
References	8















[bookmark: _Toc140744954]Introduction

International finance management (IFM) entails controlling currency exchange risks, investing in overseas markets, and following global financial rules. This essay examines Toyota Company's challenges in several worldwide financial marketplaces. Additionally, it will evaluate Toyota Limited's dividend distribution plan. A critical analysis of the efficient market hypothesis idea will also be done in relation to how Toyota Limited operates. The final section of this essay will discuss and evaluate the project assessment techniques employed by Toyota Limited.
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Toyota Motor Company produces and markets automobiles and auto parts. It does business across several segments, including the automotive and financial services industries. The Financial Services division provides Toyota automobile clients and suppliers with lease financing. The organisation's headquarters are in Toyota, Japan, and Kiichiro Toyoda established it on August 28, 1937. The corporation had 375,235 workers as of the beginning of 2023 (Toyota, 2023). 
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International financial management is necessary due to its ability to compare inflation rates. Therefore, Toyota Company owners can investigate other countries' economies, assess the worth of other currencies globally, and choose whether to invest in global debt products. The Toyota Company can keep track of its imports and exports in accordance with the rate of inflation by using the current economic conditions (Lasher, 2016). IFM helps estimate currency exchange rates and the relative value of each nation. IFM aids in evaluating inflation rates and providing guidance to Toyota Company on purchasing foreign debt securities. Likewise, IFM aids in determining the state of the world's economies and assessing the size of the global market. Thus, Toyota Company can predict the expected revenue from the global market (Madura and Fox, 2019). 
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Exchange rate risks are an example of a globalised challenge faced by Toyota Company. Cash moving in and out of different nations is impacted by exchange rate changes in an international economy. As a result, financial managers are left confused about the home currency's value with respect to other currencies. A slow economy could be caused by ongoing volatility in the foreign exchange market for the Toyota Company (Moyer, McGuigan and Rao, 2014). The Toyota Company may experience slow transactions due to ongoing exchange rate changes. Due to fluctuating currency rates, Toyota Company may be exposed to increased interest rates. Global currency rates are volatile, including those for the U.S. dollar, the British Pound, the Japanese yen, and the euro. In response to the first Brexit vote, the Pound instantly fell by 10% against the Euro (Bhattacheryay, 2023).
Quality issues. Quality concerns are one of the significant difficulties Toyota is currently facing. Over 9 million vehicles had to be recalled by the firm. Due to mechanical damage, this car experienced a string of collisions, injuries, and even deaths. Toyota had to pay out a sizable compensation to consumers who were negatively impacted by these recalls, negatively impacting the business's image of dependability. More than 50% of the airbags used in Toyota automobiles were faulty when the brand recall was initiated, primarily due to pressure from U.S. authorities (Bergquist and Näsman, 2023).
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Dividend policy entails making a choice to either pay the cash divided now or postpone it to a later date where the amount paid will be substantial. The Company could alternatively distribute dividends in the form of stock, which, unlike cash payments, does not give investors access to liquidity. The stockholders will, nevertheless, receive financial gains as a result. The anticipation of dividends by owners influences their assessment of the value of the shares. Toyota distributes dividends twice a year (Bhattacheryay, 2023). 
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Toyota extends its dividend rise by two years. Toyota has boosted it by 6.67% yearly over the past ten years. The payout grew by 7.57% over five years. Toyota has failed to establish a reputation as a trustworthy dividend provider despite two years of dividend growth. This suggests a historically dependable dividend payer (Tong and Bremer, 2016). In addition, experts anticipate a 13.1% increase in the dividend for the current fiscal year. Toyota pays its stockholders 33.5% of adjusted income as a dividend. This suggests a historical record of consistent dividend payments. Toyota's average dividend yield over the previous 12 months was 2.81%. It is currently 2.71%, which puts it in the average range (Bhattacheryay, 2023). Toyota stock appears to be adequately valued based on the average dividend yield. The dividend amount alone cannot tell whether a share is moderately or excessively priced.
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The Company distributed 106 yen in year-end dividends for the fiscal year that ended on March 31, 2023. After accounting for the interim dividend of 90 yen per share that had already been paid, dividends for the fiscal year that ended on March 31, 2022, came to 202 yen per share (Bhattacheryay, 2023). This represents a rise of 42 yen per share from the prior fiscal year. A resolution to buy back up to 140 million shares of Toyota's common stock between June 17, 2022, and September 30, 2022, was made at the board meeting on May 11, 2022, with an aggregate purchase price of 200 billion yen (Bhattacheryay, 2023). Toyota plans to buy back shares with greater flexibility than in the past to boost capital efficiency by taking into account its investment in growth, the amount of its dividends, its cash reserves, and the price level of its common stock.
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For example, 100 billion yen will be allocated to share buybacks. A new strategy will be leveraged depending on variables like the price of the Company's common stock. 2024 the Company intends to provide 204 yen per dividend share annually. This is predicated on the assumption that Toyota will, in accordance with its most recent forecast, generate a consolidated profit attributable to owners of the parent for the year of 280.0 billion yen (Liker, 2021). TMC considers increasing shareholder returns to be one of its top management strategies. TMC will work to steadily and continuously raise dividends. (Miyamoto and Miyamoto, 2018)
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According to the Efficient market hypothesis (EMH), asset stock prices provide immediate and logical indications of all necessary data. This theory states that an efficient market fails to provide profitable trading opportunities (Lasher, 2016). Therefore, an investor cannot get a significant dividend under such circumstances continuously. Time is a critical factor in determining the rate at which market knowledge is received. Generally, investors are always keen to ensure that they earn higher returns due to time lag. A growing number of investors are becoming familiar with EMH. Those who support this perspective on the market frequently purchase more passive products like exchange-traded funds and index funds (Madura and Fox, 2019). 
Weak form. In this case, all publicly available market data is represented by the market prices of all securities. Any data that has not been made public is not reflected in the weak form. The theory of EMH is that historical information about prices and returns has no bearing on how much an instrument of finance will cost in the future. Semi-strong form. The hypotheses of the weak form acknowledge that price levels swiftly alter in reaction to any newly given public data. Strong form. According to this variant of EMH, the market values of stocks represent historical and real-time data. This covers both privately held information and material that has been made public. Additionally, it implies that the cost indicates knowledge exclusive to Toyota Company board members and the CEO (Moyer, McGuigan and Rao, 2014).
The methods of appraising projects used by Toyota Company include economic analysis. Under the economic analysis, the aspects of the project that are taken into consideration include the need for raw materials, the capacity efficiency rate, anticipated sales, and anticipated expenditures (Lasher, 2016). Toyota Company should know its profit margins because they affect other economic factors like sales, purchases, and expenditures. The Toyota Company must estimate the desired sales needed to reach the anticipated profit levels. The demand for the goods affects the sales in turn. This makes the product demand a crucial element in determining the viability of the enterprise. When determining whether a project will be financially viable, the location where the Toyota Company is established is crucial (Fakhry, 2016).
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Managing currency risks, foreign market investment and adherence to global financial rules are some of the activities that define IFM. To make a sound financing selection, an investment company thoroughly examines the numerous factors of an investment idea. International financial operations facilitate the connections between companies and their foreign business associates. Communication is also essential for developing the global financial system since it enables investors to trade equities across the globe. This essay has analysed the significance of global financial management, the problems Toyota Motor Limited has encountered in various markets, and the efficient market hypothesis.
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