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[bookmark: _Toc99547715]Introduction 
The management of finance for the environment of international business, which is trading and earning money by exchanging foreign currency is known as International Financial Management, also can be termed as international finance. For this report British Petroleum Corporation (BP) is the chosen company which is one of the biggest oil and gas organisations in the world. The report analyses the background of the chosen company BP Corporation and the reason why the BP Corporation chose to remain internationalised. Also addresses the BP Corporation’s source of finance and how country risks may affect BP's investment opportunities in host countries. This report also includes the capital structure of the corporation and analyses the reason for BP corporation source for international debt, also addresses whether it would be more economically beneficial for the BP corporation management to consider taking advantage of interest rate parity in different countries.



[bookmark: _Toc99547716]
ˇBackground of British Petroleum Corporation (BP)
British Petroleum Corporation is one of the biggest oil and gas organisations in the world. In 1909, Charles Greenway and William Knox D'Arcy established the organisation. In the initial years the organisation was commonly known as Anglo-Persian Oil Company but after 1935 the name of the organisation changed and it was renamed as British Petroleum Corporation (Cramer, 2018). At the present moment the headquarter of the company is situated as “London, United Kingdom ''.  Presently, the CEO of the company is Bernard Looney who controls and takes the important decisions for the development and expansion of the organisation all across the world. Currently, the organisation operates their business operations in more than 70 countries of the world. At the present moment, more than 57,000employees or workers are working in the company which plays a significant part in the expansion and growth of the organisation (Alarcón et al., 2019). In the year 2021, the organisation has earned more than 150 billion Euros as profit from their business or commerce operations throughout the world.  
[bookmark: _Toc99547717]“Critically analyses reasons why BP Corporation internationalised”.(Andreea Madalina Tudor-1905219)
 The main or essential reasons behind the internationalisation of the trade operations of British Petroleum Corporation are addressed below:
“Increase revenue potential”: The very first reason for international expansion of BP Corporation is that it provides the opportunity to generate more profit or revenue. If the firm's domestic expansion exhausts, they look for international expansion because expanding their business internationally helps them to grow more in the marketplace (Gulanowski et al., 2018). International growth provides many businesses with the opportunity to explore new markets and get access to many of the potential clients, which results in increased revenue. As a result, more consumers will attract towards the company which helps the company to increase their sales. The more the sales opportunity, the more the company will earn profit. 
“New customer base”: Another one of the main reasons for international expansion of BP Corporation is the new customer base. The BP Corporation decided to expand their business internationally because it allows them not only to offer their present goods and services to new customers but also to develop or invest in and promote new goods and services (Bretos et al., 2020). Once the owner settles their business internationally, the company can create more revenue and enhance sales with a much larger client base.
“Greater access to talents”: Another reason for international expansion of BP Corporation is greater access to new talents. In domestic countries, many of the employees don't know the language of other nations, so this becomes a disadvantage or a problem for the company to operate their business internationally. Recruiting international talent may provide a number of benefits, such as improved language abilities, knowledge about different nations, and a variety of education levels (Matovic, 2019). Furthermore, growing abroad allows businesses to hire local staff with the competence to speak with and help consumers with no issues. 
“Improve company's goodwill”: One of the main reasons for international expansion of BP Corporation is that it provides the company with the opportunity to build their goodwill. Building better goodwill is not at all easy and simple, each and every owner of the company finds it difficult to do so (York and Bell, 2019). That is why companies grow internationally because this will be able to give dependable service to their foreign customers and many of the new clients will be easily attracted to a company with a high global image. So,by expanding businesses worldwide helps the firm to gain brand awareness and trust on a global scale. As a result, the company earns a better amount of profit with better goodwill. 
“Cost savings”: Cost savings is one of the best reasons that depicts why many of the companies set their business internationally. A firm can cut its operational expenses and can save a huge amount of cash by establishing itself in a very new nation. Because of lower labor costs and much more readily available skills, many corporations have seen it beneficial to relocate portions of their production processes to foreign markets (Lin et al., 2020). As a result, this becomes beneficial for the company because they can generate more profit by expanding their business in the international market. 
“Diversify company markets”: Diversify Company markets are also one of the best reasons that depicts why many of the companies set their business internationally. This point mainly depicts that by expanding business internationally or in new areas, it may help in developing an income stream support system (York and Bell, 2019). Suppose, if the selling or sales of any of the company goes down in the domestic market, then they may rely on profits from selling in other countries or nations. As a result, the company can earn profit from other nations which help them to survive for a longer period of time in the international market place. 
[bookmark: _Toc99547718]“Critically analyses how country risks may affect BP's investment opportunities in host countries”(Andreea Madalina Tudor-1905219)
Political risk: Political risks are also one of the most dangerous risks which affect BP's investment opportunities in host countries. Political risk can be defined as those risks in which the probability shows that the firm would suffer as a result of a nation's instability as well as changes in political conditions. In simple words, this risk refers to a nation's political policies that could bring in an unforeseen loss for investors. Political risk is defined as a country's desire to repay loans or maintain an investment-friendly environment. For example, in the current war situation between Russia and Ukraine, the British Government has imposed several financial restrictions on Russia for invading Ukraine. In order to support their government decision and to oppose the Russian action, the British Petroleum Corporation has offloaded their stake in the Russian Company whose name is Rosneft (BBC News, 2022). The organisation has taken this step-in order to affect or influence the economic growth of Russia.
“Exchange Rate Risk”: Another risk factor which can affect or influence the investment opportunities of the British Petroleum Corporation in the host nations. In simple terms, the exchange rate risk is the possible or potential loss which the organisation has to face due to the negative or unpredicted changes of “exchange rate”. International payments and receipts, inflation, political situation, interest rates and so on are the essential reasons which can affect the exchange rates of the countries. For examples during the current war situation between Ukraine and Russia. In order to oppose the Russian invasion on Ukraine and to teach them a lesson, the European countries along with the USA have imposed several financial restrictions on Russia. As a result of this, the value of the Russian currency, which is rouble, is decreasing day by day. As per the current data of BBC the rouble sank by 30% due to financial restrictions of the different countries (BBC News, 2022). As a result of the depletion in the value of the currency of Russia, the BP Corporation has to face huge losses which are not good for the development and expansion of the organisation in future. 
Economic risk: Economic risks are one of the most dangerous risks which affect BP's investment opportunities in host countries. Economic risk refers to the danger of losing money on an international investment owing to changes in market circumstances or the negative impact of variables such as government actions. Taxes, inflation rates, political stability, government regulations and rules and so on are the major macroeconomic factors which can affect the investment opportunities of the British Petroleum Corporation in the host nations. For example, in order to put a negative impact on the Russian economy, the British government has put a ban on exports as well as they have put high tariffs and taxes on the import of Russian services and products in the UK. These restrictions are imposed by the government to oppose the Russian action of invasion of Ukraine (The Economic Times, 2022). As a result of this, the BP Corporation has to pay higher tariff and taxes on importing products from Russia which in turn decreases the revenue or income margins of the organisation.
[bookmark: _Toc99547719]“Critically analyses reasons why BP may source for debt internationally, and, more specifically, explain whether it would be more economically beneficial for the BP’s management to consider taking advantage of interest rate parity in different countries”(Catalina Alexandra Cobzaru-1913403)
The main reason for international expansion of BP Corporation is that it gives the chance to give rise in more profit or revenue. If the firm's domestic expansion finishes, they look for international expansion because expanding their business internationally helps them to increase more in the marketplace. International growth provides various businesses with the opportunity to explore new markets and get closer to many of the potential clients, which results in increased revenue. As a result, more consumers will attract towards the company which helps the company to increase their sales. This is also one of the main sources of finance used by BP Corporation in order to take loans or debts (Haleem et al., 2021). This may be the most primitive type of funding for their business because it gives credits to a large number of organisations in quick time. This is why BP chooses to obtain loans or credits through the help of foreign currency convertible bonds technique. In simple words, these basically are equity-linked debt instruments which are supposed to be convertible into equities or savings bank dividends or kept as loans after a certain amount of time. The major drawback of this source of finance is that FCCB stands as the liability for the BP Corporation and shrinks the “current ratio” of the organisation.
The more the sales opportunity, the more the company will earn profit. Another one of the main reasons for international expansion of BP Corporation is the new customer base (Velliscig et al., 2020). If the firm operates their business internally, then they cannot deal with peoples of other nations. So, the BP Corporation decided to stretch their business internationally because it allows them not only to offer their present goods and services to new customers but also to develop or invest in and promote new goods and services. Once the BP Corporation settles their business internationally, the company creates more revenue and enhances the sales with a much bigger client base. Another reason for international expansion of BP Corporation is greater access to new talents. In domestic countries, many of the employees don't know the language of other nations, so this becomes a disadvantage or a problem for the company to operate their business internationally (Oster, 2020). Recruiting international talent provides a number of benefits, such as improved language abilities, knowledge about different nations, and a variety of education levels. Furthermore, growing abroad allows businesses to hire local staff with the competence to speak with and help consumers with no issues. 
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“Critically analyses and evaluates BP Corporation’s source of finance” (Andreea Diana Carabus-1914045)
 The main or essential sources of finance for the British Petroleum Corporation are addressed or discussed below:
“Commercial banks”: Commercial banks are a type of financial organisation that handles all cash deposit, withdrawal activities, offers investment loans and other services for the common person as well as for the company too. It is one of the best and simplest sources of finance a company can use. Therefore, the BP Company uses this source of finance because these banks are profit-making institutions that basically help the company to earn more profit. Here, BP companies can get credit using foreign currency from commercial banks all around the world. They are essential for non-trade foreign activities and finance (Liu et al., 2021). The many sorts of credit and services offered by banks vary from one nation to the next. On the other hand, the biggest drawback of this source of finance is that it is a time-consuming procedure as a lot of paperwork needs to be done.
“International agencies and development banks”: These agencies and banks are set up with certain rules and regulations in order to provide debt or loans to big businesses or companies. BP Corporation uses these agencies to obtain finance because it takes a short period of time in providing loans. A lot of worldwide organisations as well as banking institutions have been established to fund international commerce and enterprise by offering long, short, medium-term grants and loans to encourage the growth of economically underdeveloped regions around the world (Bacinello et al., 2020). On the other hand, the international agencies charged higher interest rates on the loans which can be considered as one of the biggest drawbacks of this source of finance.
“Depositary receipts”: Another one of the main sources of finance that BP Company uses is depositary receipts. It is one of the best and simplest sources of finance that any of the companies can use very easily. A depositary receipt is a negotiated financial tool granted by the bank to reflect the public listed securities of a foreign corporation. With the help of depositary receipts BP Corporation can take loans very easily with less paperwork (Qadir et al., 2021). Depositary receipts make it very easier to acquire shares in overseas firms since they do not have to depart the nation where they were issued. On the other hand, the biggest drawback of this source of finance is that the processing and administrative fee is higher which in turn reduces the total amount which the organisation will receive by depositing receipts in the banks. 
 “Debt capital”: Debt capital is also one of the main sources of finance used by BP companies in order to take loans or debts. This might be the most basic kind of financing for any business because it provides loans to a huge number of companies within a short period of time. This is the main reason BP Corporation chose a debt capital method to take loans or credits. Here, this strategy depicts that all the private bank loans are used to secure debt finance for businesses.  In the year 2020, the debt equity ratio of the BP Corporation was 2.03 (Mondal and Bauri, 2022). They could also raise capital by offering loans to the general population. There are many examples of debt concerns or capital such as debenture holders, leasing, and loans and so on. The biggest drawback of the debt capital for the BP Corporation is that they have to pay interest to the lenders or shareholders on a regular basis.
“Foreign currency convertible bonds”: This is also one of the main sources of finance used by BP companies in order to take loans or debts. This may be the most fundamental type of funding for any business because it gives credits to a large number of organisations in quick time. This is why BP chooses to obtain loans or credits through the help of foreign currency convertible bonds technique. In simple words, these basically are equity-linked debt instruments which are supposed to be convertible into equities or savings bank dividends or kept as loans after a certain amount of time (Ferracuti and Stubben, 2019). The major drawback of this source of finance is that FCCB stands as the liability for the BP Corporation and shrinks the “current ratio” of the organisation.
[bookmark: _Toc99547721]“Critically analyses and evaluates BP Corporation’s capital structure”(Lucian Constantin Carabus-1914047)
Periodical evaluation of all integrants of the debt and equity financing used in a business is known as Capital structure. Since BP had made a great progression in Russia and in the U.S.A. in the year 2012. It started to focus on its zone that has the greatest strength. Just after the starting of divestment program, BP almost sold its half upstream attachment and pipelines, also common fraction of its wells while maintaining up to 90% of its secure base and production (Sun et al., 2020). Meantime, it started to gain new access for search, upgraded its assets and started to make big value projects. 2012 was an excellent year for the downstream segment of BP with powerful operational performance. In the year 2012, Bp sold its 50% of its shareholder of TNK-BP to Rosneft. This new agreement with Rosneft made BP profit of $12.48 billion cash and provided 18.5% share of Rosneft, with a bonus of $0.7 billion from TNK-BP. On the February 2013 after better progress on its white refinery and completing the sells on the Texas City refinery, BP made an agreement on the divestment for two prime refineries in the UK (Michelon et al., 2020). After combining its 18.5% share with its existing 1.2% share, BP now owns `19.75 % of Rosneft. After this agreement, BP now will not just hold a powerful placement as the world's biggest oil and gas producing country but also a big investor in the company.
According to the financial framework of the plan, BP looks for its capital expenses to be around the range of $24-27 billion per annum by the end of the decade, with the highlight investment for the upstream segment. Also expects to earn around $2-3 billion of hardship per annum for regularly enhancing its profits. BP targeted gear in the range of 10-20% for increasing its distribution of shareholders while improving its conditions. BP plans to hold a net debt ratio within the range of 10-20%. BP figures its net debt as the debt for the gross finance as for the shown balance sheet, less the equitable value of linked imitative financial instruments is used to shield foreign exchanges and risk that are related for finance debt for what shield account is been applied, lesser cash and equivalents (Faque., 2021). BP targets to claim the cash flow between $30- $31 billion till the year 2014, compared to the objectives of cash flow set in the year 2011.As per BP's 10-point plan, it is targeting to make an increase of almost 50% in the net cash achieved by utilising activities done by 2014 compared with 2011. BP planned half of its occurring cash to reinvest and remaining cash for other purposes. Also, the company expects to produce new projects looking at the unit cash margins almost double of the average profit of the year 2011. The net cash gained by utilising the scheme for the suitable project of BP's upstream segment is the unit cash margin, which is divided by the overall number of tanks of gas and oil equally manufactured for the suitable projects. These overall projects presume a price of oil as $100 per tank and price of Henry Hub gas as $5/mmBtu.


[bookmark: _Toc99547722]Conclusion 
The above report is the analysis of International Financial Management for which the British Petroleum Corporation (BP) is the chosen company which is one of the biggest oil and gas organisations in the world whose headquarter is situated as “London, United Kingdom. And the organisation operates their business operations in more than 70 countries of the world. The above study addresses the background of the chosen company BP Corporation and the reason why the BP Corporation chose to remain internationalised. Also addresses the BP Corporation’s source of finance and how country risks may affect BP's investment opportunities in host countries. This report also includes the capital structure of the corporation and analyses the reason for BP corporation source for international debt, also addresses whether it would be more economically beneficial for the BP corporation management to consider taking advantage of interest rate parity in different countries.
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