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Financial management has an important role within every business organisation. Madura (2020) defined financial management as the set of processes that involves the monitoring, protection, control as well as reporting of the financial resources of businesses. However, in the context of multinational corporations or MNCs, international financial management is of huge relevance. The two main reasons that are increasing the need and importance of international financial management within MNCs are globalisation and rapid advancements of technology worldwide. One of the most well-known MNCs is the Adidas Group, simply known as Adidas. Headquartered in Bavaria, Germany, Adidas is concerned with designing and producing a range of clothes, footwear and accessories related to sports (Adidas Group, 2023). Founded back in 1924, the organisation operates worldwide except for only a few areas such as Palestine, North Korea, Chad, South Sudan, Afghanistan and Turkmenistan (Adidas Group, 2023a). As of 2022, the organisation had a total workforce consisting of 59258 employees worldwide (Statista, 2023). Since Adidas operates in the international marketplace, international financial management is highly important for the organisation. In this study, international financial management of Adidas in terms of dividend distribution policy, efficient market hypothesis and project appraisal will be discussed.

[bookmark: _Toc124435787][bookmark: _Toc148360738]Discussions 
The term international financial management, also referred to as international finance, is one of the most well-known financial terms in the present times.  As defined by Shapiro and Hanouna (2019), international financial management refers to the management of the finances of an organisation within an international business environment. It leads to the maximisation of the shareholders’ wealth of business organisations. International financial management is also concerned with making financial decisions in MNCs such as dividend decisions, project decisions and others so that an improved financial health and position is accomplished. All these financial decisions are helpful for improving the financial performance of an organisation, thereby leading it towards accomplishing an improved financial health. In the context of MNCs such as Adidas, international financial management is important for several reasons. According to Amaraveni and Susruth (2021), there is considerable importance of international financial management to make financing and investment decisions and accomplishing efficient funding usage and allocation.
However, to conduct efficient international financial management, a range of challenges are encountered within MNCs. One of these fundamental challenges involves the management of foreign exchange risks. According to Oxelheim et al. (2020), foreign exchange risks are defined as the fluctuations occurring within the value of the currency of a country. These risks often end up making the profitable transactions of MNCs into loss-making ones. This is because the changes in the foreign exchange rates between different currencies have a direct effect on the transactions of these organisations due to currency depreciation or appreciation. The challenges posed by foreign exchange risks are however managed in Adidas by applying the working capital management theory. This theory is concerned with the management and optimisation of the cash flows of an organisation. Based on the working capital management theory, every internal trading transaction executed in the organisation is matched centrally. Moreover, there is also the existence of an inter-firm payment term, which reduces the terms that are associated with foreign currency exchange. The managers working at Adidas also show a huge role in managing the borrowing needs of its subsidiaries and cash surpluses by utilising forward contracts (Adidas Group, 2022). 
Such cash surpluses maintained and meeting borrowing requirements helps the organisation in maintaining sound working capital management. The soundness in its working capital management in turn helps in lowering and managing its foreign exchange risks. However, the agency problem is also one of the key challenges related to international financial management (Tien et al., 2020). The agency problem is relevant and important within international financial management because the conflicts between managers and shareholders end up affecting the financial performance of an organisation. Similarly, the failure of an organisation in meeting shareholder interests often ends up with the withdrawal of their shares, which lead to a decline in its total shareholders’ equity. In Adidas, the agency costs present are comparatively much high. This is because the organisation is large and its subsidiaries are distant and scattered while its employees and managers are from diverse cultural backgrounds.
The agency theory helps Adidas considerably in the management of this challenge efficiently. According to Daryaei et al. (2021), the agency theory is a theory useful for the explanation and solution of the problems that occur in the relationships between an organisation’s principals and agents. The financial management department that is present within Adidas makes the usage of the agency theory to understand and explain the disputes existing between its shareholders and managers while solving these disputes. In the organisation, there is an existence of partial concentration of ownership and control between shareholders. However, the fiduciary responsibilities and duties remain with that of its directors. This balance maintained in the ownership and control as well as the distribution of fiduciary responsibilities and duties ensures that there is a balance in the principal and agent individual priorities and interests. As a result, the agency problems of the organisation are resolved and efficient international financial management is achieved.
Another common challenge faced within MNCs related to international financial management is maximising shareholder wealth. Maximising shareholder wealth is a challenge related to international financial management because maximising the returns provided to shareholders is essential to keep shareholders satisfied. The primary means through shareholder wealth can be maximised is by paying dividends. This is because dividends add value to the portfolio of shareholders, which in turn increase their net worth. According to KANAKRIYAH (2020), dividends are the rewards provided by the shareholders of an organisation as return to their ownership in its context paid in cash, stock and even scrip. To deal with the challenge of providing accurate dividends to maximise shareholder wealth, Adidas focuses on adopting an effective dividend distribution policy.
According to Pattiruhu and Paais (2020), a dividend distribution policy is defined as the principles decided by an organisation to ensure that accurate and optimum returns and compensations are paid to organisational shareholders. Adidas has framed its dividend distribution policy for its international financial management through the accomplishment of a balance between their dividend payout and retained earnings. In 2021, Adidas paid dividends worth €3.3 per share to its shareholders (Adidas Group, 2022). However, in 2022, the organisation revised and reduced its dividends to €0.7 per share. This shows that the organisation adopts a residual dividend policy. The residual dividend policy is a dividend distribution policy that follows the policy of distributing dividends by setting predetermined dividend amounts by considering the payment of all its investment requirements and financial obligations. This dividend distribution policy is adopted in Adidas since it allows the management and directors of the organisation in its development. It helps in ensuring maximised long-term growth of the organisation through meeting investment requirements and financial obligations accurately. Moreover, it also ensures that a certain amount of dividend is provided to its shareholders to keep them satisfied and maximise their wealth.
Efficient market hypothesis (EMH) is also an important element within international financial management. According to Loredana (2019), the EMH theory can be defined as a theory stating that the prices of an organisation’s securities already show the information that is available regarding them. As a part of the EMH theory, the strategies adopted in MNCs are active management and passive management. Adidas however adopts the active management strategy. The reason behind the adoption of this strategy is that Adidas is large in size and it possesses a strong portfolio. Due to such a strong and large portfolio, the organisation involves into purchasing and selling transactions almost on regular basis. The adoption of the active management strategy provides the organisation with the potential to generate higher returns, adjust to the conditions in the market in addition to adopting the diversification opportunity. This enables the organisation to ensure better international financial management.
However, managing investments is also a key element that is present within the international financial management of a MNC (Madura, 2020). This is because the capital investments of an organisation are usually cost intensive and their returns are influenced due to foreign currency risks. As a result, for achieving strong international financial management, measuring investment viability is essential. Net present value and payback period are the two most essential approaches adopted in business organisations for measuring investment viability. The net present value approach determines the probable amount of profits that investments can generate by accounting for their cash flows at present value (Peymankar et al., 2021). However, the payback period approach assists in determining the time required by investments to recover their initial costs spent (Badawi et al., 2019). While net present value helps in understanding the profitability of investments, payback period helps it in measuring their liquidity. These methods help Adidas in achieving accuracy in its investment decisions and maximising the returns generated from investments, thereby enhancing its international financial management.
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Hence, the discussions made in the study assist in reaching a conclusion that international financial management is of great significance in all MNCs. The discussions that have been made assisted in determining that in the context of Adidas, there is the existence of efficient international financial management. In this organisation, the residual dividend policy is adopted while the passive management strategy is followed, as stated under the efficient market hypothesis theory. Net present value and payback period are the two key methods used in the organisation for project appraisal and investment decision-making. Therefore, the dividend distribution policy, efficient market hypothesis and project appraisal could be determined as the three main elements of a MNC’s international financial management.
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