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The study of monetary interactions between two or more countries is known as international finance which mainly focuses on exchange rate of currencies and foreign direct investment. The importance of international finance has been magnified by increased globalisation. Multinational corporations (MNCs) realises the importance of international financial management for dealing with different markets (Bandy, 2018). This study focuses on critical analysis and evaluation of international financial aspects in the context of Sainsbury’s.
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The policy uses by a company for restructuring its pay-out of dividend to the shareholders is known as dividend distribution policy. Dividend distribution policy is suggested as irrelevant theoretically by researchers because investors can sell their holdings of shares in need of funds. A stocks price is affected by dividend pay-out as inferred by dividend irrelevance theory. A company is not obligated for paying its shareholders by dividend, although dividend distribution are part of its strategy. Although it is suggested as irrelevant, dividend policy is income for the shareholders (Bandy, 2018). Like most of the companies, Sainsbury’s view its dividend distribution policy as integral part of its corporate strategy. It is the management which determines the amount of dividend, timing and other factors influencing the payments of dividend.
· Stable dividend policy: Steady and yearly pay-out of dividend being the goal, stable dividend policy is the easiest and used most commonly. The goal of this policy is paying out predictable and steady payment yearly (Allen & Vani). Investors receives dividend irrespective of the earnings of the company and its goal aligned with company’s long term growth.
· Constant dividend policy: Company pays a percentage of its earnings as dividends each year under constant dividend policy. Investors may not receive any dividend if earnings are down but will receive a higher dividend when earnings are up (Tonoyan & Gusev, 2022). When dividend income is volatile highly, making of financial plan is difficult.
· Residual dividend policy: Although volatile, in some people’s eye, residual dividend policy is only acceptable policy. This policy pursuing company pays dividend out of the remaining fund after payment of working capital and capital expenditures. In the term of business operations, residual dividend distribution policy makes sense although it is volatile. This policy makes the company attractive to the investors as investors judges a company as unattractive which justifies its non-payment of dividend with financing of increased debt (Allen & Vani)

.
Dividend distribution policy followed by Sainsbury’s PLC
Sainsbury’s uses its earnings to pay its capital expenditure first and remained generated earnings are then paid as dividends to its stockholders. Keeping in mind that investment community may analysis Company’s efficient use of assets spending for generation of more income, Sainsbury’s management follows residual dividend distribution policy although its shareholder accepted this strategy. If Sainsbury’s decides to spend $1 million on capital expenditure, either it can operate machinery at a lower cost or can increase production both of which can increase profits (Tonoyan & Gusev, 2022). As net income increases bring improvement to return on asset ratio, Sainsbury’s shareholders may be more willing for accepting the residual dividend distribution policy in the future. However, Sainsbury’s management remains focused on funding capital expenditure with its earnings as they shouldn’t allow significant declining of dividend pay-out with the declining or earnings.
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Efficient market hypothesis (EMH) states that reflection of all information in the price of share and generation of alpha (risk adjusted excess return) consistently is impossible. According to EMH theory, selling of stock for inflated price or purchasing of undervalued stocks is impossible as stocks are trader at fair value always. As outperforming of a share in the overall market is nearly impossible through market timing or stock selection, investors find purchasing and holding of riskier stocks for obtaining of higher return (Pesaran, 2010). Through technical or fundamental analysis, predicting of market trends or searching for undervalued stocks is argued as pointless by believers of EMH. Neither fundamental nor technical analysis can produce alpha constantly, rather inside information can only results in outsized risk-adjusted returns. When academics points highly in support of EMH, there exists an equal amount of dissension. For example, market was beaten for a longer time by investors like Warren Buffet which is impossible according to the theory of EMH (Pesaran, 2010).
However, efficient market hypothesis proponents concludes that market randomness existence allows investors doing better through investment in passive and low-cost portfolio. The study of Morningstar over a ten years period found that only 23% of the active manager had outperformed their passive peers (Hensoldt, 2017). In the foreign bond and equity funds, better success rate has been found. However, active portfolio managers success rate were low in UK based large cap funds like Sainsbury’s. EMH suggests that challenges faced by investors is being able to identifying funds that will do well in the long run.
Considering the market trends of Sainsbury’s stock price, it can be said that all available information in the market reflects in. The stock price of Sainsbury’s is competitive left no rooms for making excess profits through investment in it as everything is accurate and fairly priced. Considering this share trend and pricing, it can be implied that there is little hope in beating the market although market returns can be matched through passive index investing (Smithers, 2022). However, market can’t be efficient to the purest most of the time, modification of the EMH exists in the market to reflect the degree of application in the market. But engagement of more participants in the market makes the market more efficient as more competition in the market brings different types of information in the market (Smithers, 2022). However, people in the market may realise arbitrage opportunities from the shares of Sainsbury’s through correction of small inefficiencies and restore efficiency.
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Sainsbury’s management conducts extensive assessment of an investment propositions various aspects objectively and independently to come into a financial decision which is viable. The company uses five methods for conducting evaluation and appraising of its projects.
Economic analysis: Under this analysis, management considers a projects requirements of raw materials, level of capacity for utilisation of resources, expected costs, expected sales and plausible profits. Sainsbury’s ascertain on its profit volume as it determines economic variables including expenses, purchase and sales. While anticipation of target sales is required to achieve forecasted profit volumes, sales depends on the demand for the products (Næss, 2020). The management contemplates government schemes offered concessions, incentives and policies during the selection of the projects location.
Financial analysis: For any successful business venture, financial analysis is an important prerequisite. Assessment of fixed and working capital requirements of a business is conducted for project appraisal for ascertaining the business’s financial viability. In evaluation of fixed capital, Sainsbury’s management considers various factors including installation charges, electrification, and additions of buildings, trial runs, pre-operation expenses, repair, remodelling, depreciation and engineer’s fees along with the cost of the assets (Hanna, 2019). Sainsbury’s day to day requirements is sufficed by its working capital which works as lubricants for business’s smooth transition.
Market analysis: Sainsbury’s conducts a market analysis for understanding products potential demands before commencement of its production where demand forecasting is involved in it. The forecasting of demand probes into anticipation and identification of products requisite market which are to be purchases. Sainsbury’s management conducts a survey for considering ultimate customers opinion. The firm also pursues certain stages of its product lifecycle including introduction, growth, maturity, saturation decline (Gunawan & Aungsuroch, 2017).
Technical feasibility: The assessment and evaluation of adequacy of proposed equipment and plant in production of the targeted product in the determined norms it referred as technical feasibility. Sainsbury’s technical feasibility evaluate the needs or sufficiency of technical arrangement where needs are to be procured from elsewhere. Availability of land and site, adequate quality raw materials, other inputs, servicing facilities, adequate licenses and skilled workforce (Hanna, 2019).
Managerial competence: The management body of Sainsbury’s is competent enough and part of which may be allotted for the new project. But before final posting of theirs, management must evaluate their ability in successful running of the project as without this the project won’t remain viable. Sainsbury’s management already learnt from its history that even good management support and backing can flourish a weak project (Gunawan & Aungsuroch, 2017). Sainsbury’s management acquires a strategic support by properly evaluating the projects promoters’ talent or evaluation of the management’s competence and this ensure the highest success ratio of its pursued projects.
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Global growth and prosperity is arguably largely influenced by international trade. MNCs are direct subject to international trade aspects and international finance policy. However, effective policies and dynamic international finance strategies has enabled MNCs like Sainsbury’s to expand worldwide and capture a large chunk of global market share.
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