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International financial management (IFM) is about trading and making money with foreign currency, and its main purpose is to improve international dealings with overseas suppliers, lenders, customers, or business partners, maximizing the shareholder’s wealth. In this report, the IFM strategies of Tesco have been discussed. Tesco Plc is a British multinational company that operates in the grocery, retail and banking market.
According to MarketWatch (2023) on the 9th of April 2023 Tesco’s Market Capitalization is £ 19.19B and the market price for its share is £ 264.30p.
Tesco’s revenue for the year 2021/22 are £ 61.3b, which increased by the 6% from the previous year.
In this report the importance of the international financial management of Tesco and the challenges the organization is facing in the international market are discussed. Moreover, the IFM strategies with respect to multinational dividend distribution policy and efficient market hypotheses theory. Then the methods of appraising projects of Tesco have been discussed in the report.

[bookmark: _Toc132893577]Importance Of International Financial Management 
The International financial manager (IFM) contributes significantly to the growth and profitability of the organisations, analysing financial data and determining the risks involved in making investments in international markets, considering both economic and transactional exposure due to the volatility of the change of rate in the currency foreign exchange market (Arnold, 2013a). E.g. Tesco hedges part of foreign currencies via derivatives as Cross currency Swap and borrowings in matching currencies (Tesco Plc, 2022a). The IFM is also responsible to maximize the shareholder’s wealth, undertaking profitable projects and deciding what type of finance the company should raise. 
Tesco has built its retail presence in the international market by counting over 72b pounds in sales and 2b pounds in pre-tax profit in the year 2015 to 2016.  It was, at that time, the largest food retailer in four markets of the world (Wood et al., 2017). Tesco has focused on the international financial management strategy based on UK regulations. Moreover, finance managers first explored the international market, orientation, and location. These tours helped in understanding the distribution center and made formal and informal contact. International financial management plays a role in exchanging information and facilitating the relationship with the host market. Tesco entered the international market by marshalling capital, and in this way, it achieved profitable returns from the foreign market. Tesco used the strategy of using limited front capital commitment, which is the use of small acquisitions. Thus, such investment proved successful and achieved organic growth. Thus, the strategy of financial management in the international market helped Tesco to gain extensive capital exposure (Wood et al., 2017). According to Tesco’s annual report (2022), Tesco’s financial leverage was 4.09 that helped in indicating its high performance in industry. Below in the figure is Dupont analysis that indicate the performance of Tesco in 2019 and 2020.
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Figure: 1 Tesco Dupont Analysis (Tesco Plc, 2022b)
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Challenges Tesco Experiencing for International Financial Market

International expansion and managing finance in the foreign market is a challenging task. Most companies suffer from international financial market challenges because of low sales and high costs. Some other reasons include unexpected expenses, lack of savings, too much debt, over-responding, and lack of financial budgeting and planning (Rosnizam et al., 2020). Tesco faced challenges while doing international financial management, and one of these was the high expense required in the foreign market. Although Tesco is the brand yet its low-quality products and high prices created the problem in the foreign market. This resulted in a low, competitive advantage, and high expense was required to meet the market demand. Moreover, the lack of maintenance of the outflow and inflow of the company resulted in expansion challenges for the company. Although Tesco had, recorded financial statements yet, some irregularities in finance management as well as the introduction of low-quality products, became challenging for Tesco. To overcome the international financial management challenges, Tesco maintained the cashflow inadequacies by having appropriate budgeting and focusing on the quality of the products and services that meet international standards.

[bookmark: _Toc132893579]Finance Management Theories 
Financial management at the international level needs efficiency and effective management of the monetary resources of the organisation. The key objective of financial management is to maximise profits, including maximising of shareholder wealth, making decisions, and maintenance of proper cash flow (Madura, 2020). All these steps are important to secure operations in paying the day-to-day expenses and wages for the employees in the international chain. Cash flow plays a significant role in understanding the health of the company. To maintain cash flow and understand the financial management strategies in the international market,  organisations implement finance management theories. These theories help in understanding the financial status and managing finance effectively in the international market. Moreover, these theories are also important in assessing the financial area, analysis, and calculation of business turnovers. Tesco has implemented different theories to improve financial management at the international level. These theories focus on certain principles and perform services with decisions made according to particular principles (Chen, 2022). Through international financial management theory, Tesco has built a relationship with foreign markets and has got a successful setup in the retail food market industry. 

[bookmark: _Toc132893580]Multinational Dividend Distribution Policy 
Multinational distribution or dividend distribution policy is about the identification of determinants. It is one of the well-known theories based on dividend irrelevance that most multinational firms adopt to achieve value in the international market. The policy is about the receiving of dividends to reduce the uncertainty of the return on investment. This helps in raising the share price, and companies can maintain the future cash flow through a dividend distribution policy (Oliveira and Jucá, 2021). The dividend policy of each country is different. In the UK, there is the practice of distributing dividends regularly, and dominant ones increase in applying this policy. The policy is acceptable to long-term investors like Tesco, that obtain returns by receiving the capital gains and dividends that can be obtained in future share sales. Tesco has adopted the residual and extreme policy. Tesco has implemented the dividend distribution policy to keep in view the political factors of the foreign country. It is because the launch in a politically unstable country may cause multinational corporations a financial risk. Therefore, the financial management strategy at the international level is based on the political system and appropriate legal system that welcome foreign companies with appropriate foreign market expansion standards (Evans and Mason, 2018). The dividend policy is implemented on the basis of the ratio analysis that indicate the current performance compared with previous performance of the company. Through this it is possible to analyse the issues in finance company has and the decisions of expansion in international market can be taken by ratio analysis.
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Figure: Tesco Ratio Analysis (Tesco Plc, 2022b)
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Efficient Market Hypothesis Theory 
The Efficient Market Hypothesis (EMH) theory suggests that financial markets are efficient and it assumes that current market prices reflect already all the revealed past and current information. Therefore, is not possible to make abnormal profits without any risks associated (Arnold 2013b).
The efficiency of financial markets plays a significant role in Tesco corporation's operations, as the company is listed on the London Stock Exchange and other stock exchanges around the world and according to the theory, the efficiency of the market affects the accuracy of the share prices and the company's valuation.
The theory also implied that everyone has access to the same information, which may not be the case. As a large corporation, Tesco could have access to more in-depth information and access to complex financial mechanisms which could impact how it performs in the market, and give it an edge over the competition. In fact, according to Govindarajan, et al. (2019) the gap between small and large companies is continuously increasing because of the expenditure on research and development (R&D).
As mentioned above, according to EMT, it is not possible to outperform the market, but portfolio management strategies like market timing and stock picking are important to get success (Arnold, 2013b). Therefore, Tesco has implemented its international portfolio through strategic acquisitions. Tesco has purchased up to 30 different businesses to extend its presence in Asia and Europe (Johnston, 2022). 
[bookmark: _Toc132893582]Method Of Appraising Projects 
Project appraisal can be done through various techniques: economic analysis, finical analysis, and market analysis (Cunha et al., 2022). Before moving to the international market, Tesco first does an economic analysis of the particular country to understand whether the market expansion is possible or not. The next step is financial analysis, which is the backbone of international financial management. The purpose is to analyse the presence of an appropriate budget and indicate whether the company has enough resources to maintain value in a foreign market or not. The third factor is market analysis. Understanding the need of the market in a particular country is pivotal for checking the demand for a particular product or device. Thus, Tesco performs all three analyses with finance management and investigates whether the market expansion meets foreign market legal standards or not, and then the decision is made.  Thus, Tesco applies the project appraisal phenomenon to understand the expansion requirement in the foreign market.

[bookmark: _Toc132893583]Conclusion
It is concluded that international financial management is critical and needs a proper focus to prevent the disturbance in the company's cash flow or financial status. Therefore, to maintain the balance in the international market, Tesco uses the divided policy, international portfolio and methods for the appraising project to ensure the foreign market expansion is convenient initially. When Tesco was expanding in the international market, it faced challenges of lack of cash flow, fewer quality products, and insufficient budget. Therefore, Tesco has appropriate international financial management strategies. It takes business to another market by analysing the foreign market, analysing the budget, and knowing the country's economic stability. After having favour conditions and getting the approval, it expands business to get positive outcomes.
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Tesco's Dupont analysis
2019 2020 Average
Tax burden 78.5% 74.0%  76.3%
Interest burden 61.0% 522%  56.6%
Operating margin 41% 41% 4.1%
Total asset tumover  1.17  1.19 118
Financial leverage 486 4.09 4.47
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Tesco Ratio analysis
2019 2020 Average
Gross margin 7.3% 7.1% 7.2%
Operatingmargin 4.1% 3.9%  4.0%

Profit margin 2.0% 1.5% 1.7%
ROA 23% 1.8% 2.0%
ROE 2.8% 11.3% 7.0%
Current ratio 0.60 0.73 0.67

Acidtestratio  0.47 060 054
Cashflow margin  0.04 0.00  0.02
Gearing 063 061  0.62
Debt-to Equity ~ 3.24 295  3.09




