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International Financial Management of Unilever
International financial management is a very critical issue for multinational companies. Multinational companies have subsidiaries in various countries and MNCs need to accumulate their earnings from these subsidiaries to prepare a consolidated financial statement. In that case, the exchange rate between the home and host currency is a very important issue for converting the earnings from the subsidiaries (Madura, 2020). Unilever is one of the biggest multinational companies in the world which operates in 100 countries around the world. Unilever has independent management for each of its subsidiaries. The company has a very strong financial management board which helps the company to keep the accounts of its earnings from international operations properly to make a flawless consolidated financial statement which can be approved by the audit firms (Unilever, 2022). Unilever has its dividend distribution policy and the company deems its shareholders as important stakeholders of the company and tries to provide dividends on regular basis.
Unilever’s dividend distribution policy is very clear and the company provides a dividend calendar and calculator to provide historical data to the investors on the dividend paid to the existing shareholders in past. Investors can easily overview the dividend history from Unilever’s global website (Brown, 2011). The company maintains transparency with its shareholders in case of dividend payment and also encourages the investors to invest their money in the stock share of the company. According to Unilever’s dividend policy, the company’s revenue from its operations must be enough to pay the dividends of the shareholders. According to the policy of the company, the approved amount of dividend in the AGM should be higher than the amount of dividend that is recommended by the board of directors (Unilever, 2022). There are various issues related here. The board of directors will recommend an amount or percentage of dividend based on the net earnings after tax of the current year. 
The yearly dividend payout also depends on some other stand-out factors. These factors will not determine the eligibility of dividends but also will determine the amount divided that will be paid to the shareholders. These factors are the expected performance of the company, sufficient cash flow and the liquidity position of the company, investment in infrastructure and plans for investment, restructuring plan, interim dividend, crisis moment and so on (Bowe, 2009). These factors will determine whether the company will be able to provide the promised dividend or not. For example, during the Corona pandemic as the companies around the world started to see a liquidity crisis, the dividend of Unilever was fallen significantly to ensure an adequate supply of cash for operational costs and working capital (Singh et al, 2021). The working capital of a company is a very necessary issue to be considered while announcing dividends. If the company has a liquidity crisis, it will see a crisis in working capital as well which force the company to reduce the number of dividends or not announce any dividends for a certain time to reduce the pressure on the company. The company recently announced its quarterly dividend in June 2022 which was GBP 0.3590 per share (Dividend history | Investors | Unilever global company website, 2022). 
The efficient market hypothesis theory states that the market price of the stock of a company reflects the overall condition of a company. The efficient market hypothesis theory suggests that even the slightest event or a rumour can reflect its effect on the share prices of a company (Pavithran et al, 2018). Due to that investors can not sell their shares at inflated or devaluated prices and for this, they always get the market price or fair price which is stated in the stock market. According to this theory, the only way through which investors can ensure a high rate of returns is by purchasing risky stocks. A rumour or the slightest event can even affect the prices of the shares of a company in the stock market. For example, on January 18th of 2022, Unilever’s share prices went down by 10% on an opening day on the London stock exchange due to its failure to acquisition of GlaxoSmithKline’s health care product segment (Nair et al, 2022). This event did not even hurt the financial condition of the company a bit but still, it reduced the share prices of the company on the international stock exchange. This theory does not have any mathematical explanation. As the inside information about the company gets out, it encourages a slight downward or upward trend in the share prices as the existing shareholders either sell their shares in the market or new investors start to buy more shares of the company. 
When positive inside news gets spread, it cast a positive effect. For example, Unilever acquired 82% shares of GSK in 2020 which is indeed positive news (The Daily Star, 2020). However, as the company acquired new assets through its new acquisition, the share prices normally tend to go up. But the main twist here is that the share prices of the company got higher when the news of the deal was spread in the market meaning even before the acquisition, the prices of the share were increased (Husain and Sunardi, 2020). It was because as the company gained more assets, investors were predicting that share prices will go up and they should buy more shares of Unilever before it goes up further. That’s why the share prices grew before the acquisition deal was even completed (Singh et al, 2021). The opposite happened when the company failed to acquire the health care division of GSK and the news dropped the share prices of Unilever by 10%. As it was a piece of negative news, the investors or existing shareholders of the company predicted that the share prices will go down further and before that happens, they should sell their shares at the existing market price which reduced the market price of the share of Unilever (Nair et al, 2022). That’s how efficient market hypothesis theory affects the share prices of companies without any actual effect from any certain event. The theory is incomplete and biased as it has no mathematical explanation and it only reflects the information or rumours about the share prices of the company.
Project selection and appraising projects are very critical for a company. Multinational companies appraise their projects in various ways. Usually, projects are evaluated or appraised for determining their level of profitability. There are usually two types of projects-one is a small project and another is a large project. For evaluating the profitability of small projects, a simple discounted method is used and for appraising large projects, capital budgeting techniques are used (Chrysafis and Papadopoulos, 2020). Capital budgeting techniques such as payback period, Average rate of return, net present value, internal rate of return and profitability index. Unilever uses, PBP for small projects as it is easy to calculate. And, for large projects, it uses net present value, internal rate of returns and profitability index. These methods are very critical to analysing and providing accurate results mostly (Naess, 2020). The NPV of a project helps to find out the present or discounted value of the returns from the project over the year and subtract the present value of the returns from the invested value to find out the net present value of the project. The positive value of the NPV of a project suggests that the company should undertake that project. 
The IRR or internal rate of return is used to find out the profitability of returns from the investment. IRR is calculated based on the NPVs of projects. In the case of calculating IRR, NPV at two discount rates is required- one is at a higher discount rate and another is at a lower discount rate. If the IRR of the project is higher than the capital cost of the project, the company should undertake the project. However, IRR indicates a discount rate at which the NPV will be zero. That’s how Unilever appraises its projects for investment (Madura, 2020). The profitability index is a method which helps to understand the attractiveness of a project. The profitability index of projects indicates the value created per unit and helps the company rank various projects that are suitable for investment (Brown, 2011). In the case of selecting a single project, if the PI of the project is greater than 1 then the company should select the project from investment.
For multinational corporations, international finance management is a very important issue. A consolidated financial statement must be prepared by multinational corporations (MNCs), which have subsidiaries located in a variety of nations. Then, when converting the earnings from the subsidiaries, the exchange rate between the home currency and the host currency is a key consideration. One of the largest international corporations in the world, Unilever conducts business in 100 different nations. Every subsidiary of Unilever is managed independently. The corporation has a very capable financial management board that assists it in maintaining accurate records of the profits from its foreign operations to produce immaculate consolidated financial statements that audit firms can vouch for. From the analysis, it can be seen that Unilever regularly provides dividends to the shareholders and maintains transparency in case of announcing shares. The EMH theory is very effective even in the modern era which can fluctuate the share prices in the exchange market. Project appraisal methods are critical for appraising projects properly.
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