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[bookmark: _Toc134128248]Dividend Discount Model (DDM):
The firms like Tesco Plc. are listed with the London Stock Exchange. The listing of firm occurs to gain equity fund from the market against the shares of the company. It is necessary to note that the shareholders are entitled to gain certain percentage of profit that the firm earns in a single year. This sharing of profit by the firm to their investors is known as dividend. The process of providing the dividend to the investors of the firm is known as dividend pay-out process. The policy related to the dividend pay-out depends company to company. There are several strategies that the firm adopts during the implementation of dividend policy. These policies improve the pay-out process of the company. 
[bookmark: _Toc134128249]Stable Dividend Policy:
The stable dividend policy is one of the dividend pay-out strategies, which is being utilised by many firms. In this dividend pay-out strategy, the firm pay-out certain amount of dividend on regular basis (KANAKRIYAH 2020). The investors prefer this strategy as they can experience continuous cash flow from the firm. The firms, which implements this dividend pay-out strategy are involved in paying dividends, even when the firm is not making any profit. The stability of the firm can be attained by the company by aligning the dividend policy of the firm with long-term growth. In this dividend paying process the dividends are being paid on monthly basis.  
[bookmark: _Toc134128250]Constant Dividend Policy:
The dividend pay-out process of the firm under constant dividend policy assists the firm to pay the fixed percentage of profit to the shareholders on regular basis. It is necessary to note that the financial progression of the firm can provide higher dividend to the investors. The investors of the firm experience the alteration in the performance of the firm through their dividend receiving process. In this dividend pay-out process if the dividend earnings are low, then the shareholders may not get dividend. The investors cannot predict the amount of dividend they can gain from the firm.  
[bookmark: _Toc134128251]Residual Dividend Policy:
The residual dividend policy is the process of paying-out dividends after considering the expenses of capital expenditures and working capital of the company (Trinh, Elnahass and Salama 2021). The residual dividend policy is considered to be changing depending on the progression of the business. It is important to note that the shareholders are more interested in residual dividend policy. The main reason behind it is that the firms minimise their debt first and then they pay-out the dividends to their shareholders of the company. The process indicates the stability position of the company.   
The annual report of Tesco Plc. revealed that the firm is involved in utilising constant dividend policy. The company distributes their dividend depending on their profitability that made by the firm during their business operations for the period. It is necessary to note that by utilising residual dividend policy, the firm incorporates the investors in their decision-making strategy. The main issue that can be identified under this dividend pay-out strategy is that the internal control of the firm gets affected due to the involvement of investors in the company. This is one of the main reasons it is advisable for Tesco Plc. to reduce the dependency on equity and alter the capital structure of their company. 
[bookmark: _Toc134128252]The Efficient Market Hypothesis (EMH):
The efficient market hypothesis (EMH) is an investment process, which the management of the firm implements in their company to gain high return. As per this theory, it can be identified that return from the investment cannot outperform the market average that are reflected by the stock exchanges of the country. The theory suggests that in short-term the return can be more than the market average, but in the long-run the investor cannot receive higher return than the market average. The alteration in the security markets have direct effects on the return that the firm gains from their investments. The information regarding the movement of the shares is shared among the investors, which created the effects in the demand and supply of the shares of the company (Singh, Babshetti and Shivaprasad 2021). The EMH has its own 3 forms that indicates the 3 levels of market efficiency of the company. 
The 1st level of EMH of the firm is the weak form. The weak form of EMH states that the share price of the equity that are traded in the market provides every information about the shares, but it does not reveal the information about the recent alteration. The future prices of the share price do not get changes due to the volume, price and return from the investments. The EMH strategy also revealed that the past information cannot predict the future prices of the shares as it gets movement based on the current actions. 
The 2nd level strategy is known as semi-strong strategy, which indicates that the implication of the technical strategy and fundamental strategy is not effective for identifying the future changes in the share price of the company (Sánchez-Granero et al., 2020). The changes in the information regarding the share price depends on the newer development areas. 
The 3rd level of EMH is the strong form. The strong form of the firm reveals that the prices of the shares of the company reveals the internal and external information of the firm. The information that are available to the management of the firm can affect the share price of the company.  
In the recent period, it was being noted that the long-term funds, which is of more than 5 years does not return higher than the market average. The share price of Tesco Plc. indicated that the return on investment of the company was not high in comparison to the market average return. This indicates that the share price of Tesco Plc. failed to outperform the market average share price of the company. It is important to note that the diversification in the investment can return higher profit to the investors. The investment in the risky shares with the blue-chip stock can reduce the risk and improve the return of the investors. This indicates that the firm can gain higher return to the investors of the company. 
[bookmark: _Toc134128253]Appraising Project:
The process of appraising project requires different types of techniques. Some of the techniques that are used by the management of the firm are net present value (NPV), internal rate of return (IRR), payback period (PBT) and accounting rate of return (ARR). The NPV method is one of the techniques that the firms around the world implements to gain the idea about the return that the firm can expect. It is necessary to note that NPV and IRR are the 2 appraising techniques that utilises the discounting factor in their process. The discounting factor are subject to change due to change in the external condition of the firm. The external factors like economic factor, political factor and environmental factor have direct effect on the progression of the business. These factors impact the inflation rate of the country, which has direct effect on the discounting factor of the company (CAGLE, ÖZDAĞOĞLU and YILMAZ 2020). It is necessary to note that NPV appraising techniques have great dependency on the discounting factor. The NPV uses this discounting factor to identify future cash flow of the investment. This assists the firm to identify the overall return that the firm can gain from the investments. The IRR is the appraising techniques that identifies the return that the business can gain from the investment in certain project. It is necessary to note that the return that identified from IRR are subject to change due to the change in the discounting factor of the company. 
The implication of PBT and ARR does not comply the discounting factor as they do not consider the factor of time value of money. It is important to note that the cash flow of the firm is subject to decrease in the upcoming years. The PBT and ARR provides the time at which the investment can be gain back and the overall profitability that can be expected from the investments. The financial investment relies on the fact that the profitability of the firm can be gained by the investors of the company. 
In case of Tesco Plc., it was being noted that the firm utilises all the 4 appraising techniques before investment. The decisions are being taken after considering the positivity that the firm can gain from the investment in the projects or in the company.  
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