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Introduction 
[bookmark: _Toc102953989]Businesses operating on an international market tend to encounter several opportunities that helps the company to growth is profits, however the organisation will face many challenges as well and they must adapt with the multicultural business markets around the world. This essay is aiming to investigate the challenges faced by Costco in the international financial market focusing on different theories, such as dividend distribution policies, market hypothesis theory, also methods of appraising projects. For a business that operates internationally it is essential to have strong strategies developed in order to operate at the highest levels, therefore analysing the importance of international financial management is crucial for Costco. 
Company Background 
Costco Wholesale is operating since 1976 and the first location was in San Diego, also when they have started, the company was trading for business members only, where their customers could obtain the best offers and quality of the products bought. The company is operating into the retail world focusing on a chain of membership warehouses around the world. This warehouse clubs offers to their customers the advantages of buying in bulk; therefore, the clients obtain the best offers for the products bought. According to Loeb (2022), the company registrates a net income of $1,299 millions for the first quarter of the current trading year. Additionally, Costco has 815 warehouses worldwide and approximatively 288,000 employees (Statista, 2022).
The importance of international financial management
International financial management is defined as form of control of multinational businesses that trades worldwide which involves international investing and financing decisions that aims to increase the profits of the company (Madura, 2012). For many businesses trading worldwide has been a great opportunity to increase their income, therefore having a developed international financial management system is essential as it helps the company to achieve its goals. Furthermore, many multinational businesses have as common goal, the maximisation of the shareholders wealth (Madura, 2012). By having a developed management which makes investment in projects aims to increase the shareholders wealth using the dividends and capital gains in return (Bekaert et al, 2013). 
For an organisation trading internationally is essential to have a strategy that aims to develop the worldwide financial management as it helps the business to increase its profitability, expand its activity by adapting to the cultural market environment of that specific country, also develop new business ideas that can improve the sustainability of the company in future (McLaney, 2011).
[bookmark: _Toc102953990]For this specific case study, Costco’s international financial management represents an important aspect for the business as is trading worldwide and needs to adapt regularly to the changes that may appear in different countries. Over the years, the business has expanded worldwide, however its way of management have adapted depending on the country where is operating, therefore its net income has increased (Loeb, 2022). Analysing the international financial management of Costco, it can be observed that the business has adopted different strategies that aims to achieves its goals by analysing each country’s business environment, therefore the profitability levels of the company have increased (Costco, 2022). Despite the fact that Costco has many opportunities into the international retail market, it can be observed that there are challenges faced by the business as well, such as the e-commerce system which increased in the last years due to the pandemic, therefore Costco has to change its strategies and develop new system that can be adapted to the current trends. 
Dividend Distribution Policy 
Dividends distribution policy represents a part of profit that is given to the shareholders as cash, reward or other forms of benefits. Over the years the value of dividends can change depending on the profit, but also if the size of the company will increase (Glen, 2012). The dividends have an important role in each business as it can provide high interest in attracting numerous shareholders that are interested to invest in the organisation, meaning that the firm may register a high level of profit. Dividends distribution policy is established by the organisation depending on their financial profitability and what are their income forecasts (Singh et al, 2019). Furthermore, the dividends distribution is a complex policy adapted by each organisation depending on their financial management system. The dividends are determined by several factors, such as liquidity, legal rules, also ability to borrow and the possibility of reinvesting the profit depending on the projects developed by the organisation (Glen, 2012). The stability of paying the dividends, offers to the shareholders a positive outcome, also rises the interest of future investors into the business. For many organisations the distribution of dividends can be a challenging situation, this is due to the future of the business, therefore the management needs to careful analyse the way of how the dividends are distributed, but also how are organised the new projects (Al-Malkawi et al, 2010).
Dividends distribution policy for Costco have changed over the years depending on their profitability, therefore the latest report has shown that the market share for this organisation is 13.68 % in the first quadrant of 2022 (CSI Market, 2022). By evaluating this report (see Appendix, fig,1) of market share, it can be observed that Costco represents a third of the trading sales in this specific sector, meaning that has a huge input into this area. Over the years the dividends of Costco have increased (see Appendix, fig.2) and in 2022 reached $0.90 which represents regular cash for its shareholders (Costco, 2022). By analysing the regular increase of dividends, it can be observed that Costco is a profitable and stable company, therefore the investors will always have a stable financial income.
Efficient Market Hypothesis Theory 
The efficient market hypothesis theory represents that all the information available regarding the market are reflected into the share prices. According to Fama (1970), the ideal market that provides all the accurate data regarding the prices of the organisation represents an ‘efficient’ system, which enable the investors and the companies to take secure financial decisions. This theory focuses on the share market efficiency where all the new information is used by the organisation to achieve its financial goals without taking risks that may affects its activity (W Lo, 2007). The security offered by analysing the efficient market hypothesis theory creates great opportunities for the shareholders as it allows them to buy shares that in near future will become profitable, also this theory applies to the organisations that are able to access all the relevant information regarding the market share price (Malkiel, 2003). Furthermore, the theory of efficient market hypothesis is strongly related to the notion of ‘random walk’, which refers to the financial term that characterises all the sequences of prices changes starting from the previous price and randomly changing depending on different factors, such as news (Malkiel, 2003). Being unable to predict a specific information regarding the changes of market share, the investors need to carefully analyse the market and companies’ activity in order to make an efficient decision when are planning to buy market share.
In regards of Costco, it can be observed that the company financial decision is taken based on information found on the market and their prices reflect the changes that are occurring in the society. Currently Costco activity is adapted to the customer’s needs, but also takes in consideration the competitors in order to be able to trade on this type of market. The strategy of Costco is to evolve in the retail area, by analysing the efficiency of the market and offering great opportunities for its investors, the organisation is focusing on adapting its activity accordingly to the new information on the share market (Kline, 2022).
Methods of Appraising Projects 
Appraising projects represents one of the key activities that the managers need to analyse in order to access a proposed project which reflect a potential success and viability. By evaluating the project appraisal an entrepreneur can identify the costs and benefits of developing a new project, therefore it will be able to take a decision regarding the future activity of its business (McLaney, 2011). Based on the net present value an organisation can evaluate its potential into increasing its activity levels, also promoting the shareholders wealth by maximising its objectives (McLaney, 2011).
Costco methods of appraising projects focuses mainly on net present value, where the business focuses on the present activity but also analysing the future possibility of expanding worldwide (Costco, 2021). The business is carefully analysing its present financial situation and afterwards new projects are developed that aims to increase business share market value, also providing the best customers services. According to Kline (2022), Costco is opening new e-comm kiosks in their warehouses which provide a better shopping experience to their customers; therefore, its net present value will increase. 



Conclusion
Overall, international financial management plays a crucial role into Costco, due to its activity of trading on the international market as it provides to the company relevant information that help the business to understand and develop its activity world successfully. There are several international financial management theories that applies to Costco, where one of it being the dividend distribution policy which focuses on the dividend given to the shareholders and the reports has shown that this business is profitable worldwide. Another theory that focuses on the efficiency market hypothesis helps Costco to analyse the most relevant information on the market and adapt accordingly. Also, the methods of appraising projects help Costco to identify its needs and develop that reflect the net present value of the business. 
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REVENUES MARKET SHARE REVENUES MARKET SHARE
COMPANY NAME TICKER 12 Months Ending 12 Months MRQ MRQ
Q12022 Q12022 Q12022 Q12022

Costco Wholesale Corp COST 210,219.00 14.20% 51,904.00 13.68 %
Dillards inc DDs 6,624.27 0.45% 2,153.39 0.57%
Dollar General Corporation DG 34,220.45 2.31% 8,651.45 2.28%
Walmart Inc WMT 541,335.00 36.57% 142,870.00 37.66%
Target Corp TGT 106,005.00 7.16% 30,996.00 8.17%
Kohl s Corp KsS 19,433.00 1.31% 6,499.00 1.71%
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