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Critically Analysing and Evaluating the Importance of International Finance Management to Unilever UK
The Rotterdam and London offices of Unilever, a global consumer goods company, are located in the Netherlands and the United Kingdom, respectively. As a worldwide company, Unilever UK is the subject of the report's focus on financial management. As a result, Unilever UK faces several issues, including foreign exchange risks and managing working capital. The examination of Unilever's Dividend Distribution Policy, Efficiency Market Hypothesis, and evaluating methodologies are examined in light of the business's financial viewpoint on international financial management for the assessment, implementation, and critical debate of multinational corporate finance.
Good financial management is essential for individuals and organisations in today's ever-expanding world. In today's society, financial management and development are more critical than ever before. To effectively run a global corporation, one must be well-versed in international financial accounting and management (Bekaert & Hodrick, 2009). National and international markets are constructed and analysed differently. Unilever UK may find it challenging to compete in the market if it does not have adequate international financial management (IFM). It is impossible to overestimate the significance of International Finance Management (IFM). However, the success of Unilever UK's business is a requirement. No company, such as Unilever UK, can achieve its full potential for growth and success without proper financial backing. Since it's the universal emollient that maintains local and global companies moving and manufacturing goods, money is essential to every business's ability to produce value and expand. Financial management at an international level is the only way to reduce these dangers while still allowing Unilever UK to do business with customers from around the globe. As a result of globalisation, Unilever UK may now conduct business in other countries.
Organisations like Unilever UK encounter difficulties when trying to operate in other markets. Utilising worldwide financial management, which discloses them to the world, is the only way to contain them. The following sections provide specifics on the dangers that multinational firms confront and the part that international finance management plays in lowering these risks.
Exchange Rate Uncertainty: Transaction exposure is a currency exchange risk that may arise when a company operates in international markets. Companies with considerable foreign currency receivables are at risk from the exchange rate risk (FC). Exchange rate fluctuations pose a threat. Unilever UK, for example, must pay the difference if the value of the foreign currency rises before the obligation is settled. Consequently, Unilever UK's foreign currency will be devalued. Unilever UK is benefiting from the depreciation of the pound. However, if the net assets of Unilever UK are denominated in a different currency, they will have a reverse relationship.
Capacity Allocation: International financial management has an impact on working capital management. Capital and liquidity decisions are made based on short-term liquidity. These decisions include the company's short-term assets and liabilities. International financial management may engage in and accurately discount activities to maximise Unilever UK's worth with a positive net present value (NPV). Thus, these investments have a high initial cost and a convoluted cash flow (Yunus, 2013). Maintaining long-term debt and current operating expenses, as well as short-term debt, is the primary purpose of IFM. If the return on capital investment exceeds the cost of capital, the value of Unilever UK rises.
As will be shown in the following examples, international financial management provides support for many ideas that may be followed by multinational firms such as Unilever UK to stabilise itself within international marketplaces.
The business's Dividend Distribution Policy aims to make the corporation's dividend distribution process more transparent to all parties involved. A dividend shall be proposed by the Board of Directors following this policy (Levi, 2010), the Articles of Association of the Company, the Companies Act of 1994, and any relevant Directives or Orders issued by UK legislative legislations. A long-term dividend distribution policy of Unilever UK guarantees that cash from operations is paid to shareholders above the company's present and future needs. Investors in the global company should expect an excellent, long-term, growing dividend from the company (Bouattour, 2022). It is up to the Board of Directors to decide whether or not to distribute a dividend and, if so, how much should be paid out. There is a chance that the Board of Directors may consider paying out a final and interim dividend. The results of Unilever UK's performance are considered for the interim and final dividend. The earnings after taxation for the current year at Unilever UK will then be paid dividends. In some circumstances, such as but not restricted to loss after tax in any particular, fiscal year, the Board of Directors of Unilever may contemplate implementing retained earnings for dividend recommendation, subject to applicable legal limits (Tonoyan & Gusev, 2022). This policy has been approved for publishing by the Unilever UK Board of Directors, and the Board of Directors may only change it if they believe it to be appropriate.
Dividend Pay Out Method and Timing
As in Unilever UK, it is the company's responsibility to promptly deliver declared and legally entitled dividends to all shareholders while adhering to local laws, rules, and regulations. This includes directives from time to time, mainly by the Financial Conduct Authority of the UK (FCA).
Unredeemed Dividend
While an unpaid dividend is a company's inability to disburse dividends to shareholders after they've been declared, an unclaimed dividend is when a shareholder ignores to claim an already-paid dividend. Shareholders must collect their dividends within 30 days of the dividend being declared. The stock of Unilever UK has returned to value territory and is now trading at a significant discount to its rivals. The company's top brands focus on management's efforts to increase shareholder value. The Financial Conduct Authority (FCA) and any other relevant UK laws, rules, and regulations shall be followed in the case of unclaimed or unpaid dividends of any multinational corporation like Unilever UK.
The EMH is a controversial topic that is often debated (iţan, 2015), even though it is a fundamental component of modern finance theory. Practitioners of the efficient market hypothesis (EMH) say that because markets are already functional, there is no opportunity for investors to generate greater profits. They base their assertion on the fact that there are no inefficiencies in the market. Because all pertinent information is readily available for inspection, this hypothesis is predicated on the observation that investors cannot purchase low-cost stocks to later sell those stocks at inflated prices (Dhodary, 2020). As a consequence of this, an investor is required to take uncertainties with his assets to get returns that are of a more substantial magnitude.
BETA
Beta is sometimes referred to as an indicator of a security's risk relative to the market's. A security's ability to safeguard Unilever's shares is also assessed using this metric (Lei & Vesely, 2022). The market is not uncommon to respond quickly to positive and negative changes. This indicates a strong correlation between Unilever's beta and the market. Consequently, Unilever's stock price will climb if the market rallies and finishes on a high note. Even if Unilever's beta is smaller than one, it has a high-efficiency level in the stock market. The return potential of Unilever is lower than that of the market (Bouattour & Martinez, 2019). According to the CAPM model, Unilever's expected return is risk-adjusted, with an anticipated annual return of 6.5% and a required return of 4%. Unilever is a safe gamble that pays out handsomely due to these findings.
When choosing which initiative to pursue in overseas markets, Unilever UK offers several different evaluation approaches. Unilever UK extensively uses financial and market analysis, covered in the previous section, as two of the five appropriate methodologies for evaluating initiatives.
Market Analysis
Unilever has to figure out how many people will be interested in purchasing the product. Identifying prospective customers and planning where and when to sell their products are essential tasks for every business. Because until the product is sold, it is of little value to the maker. Marketing/consumption is the best proof of all production, not pudding (Lei & Vesely, 2022). Unilever UK's performance depends on the potential of the market. Consequently, determining the product's target market is essential to any business plan. In 'Managerial Economics,' various methodologies ranging from the basic to the complicated are used to anticipate the potential market.
Financial Analysis
To be successful, each organisation must have a solid grasp of financial analysis. Examining the company's fixed and working capital requirements helps establish its financial viability (Christie & Marshall, 2011). The financial viability of Unilever UK may be determined by determining whether or not its costs and benefits are as analysed adequately as possible. To get a financial assessment from Unilever, the management must meet the following minimum requirements, including O&M Expenses, Opportunity Expenditures, Other costs, Total Costs, ROI, NPV, CBR, and IRR are all measures of a project's long-term profitability.
Both Rotterdam, in the Netherlands, and London, in the United Kingdom, are home to the respective headquarters of the global consumer goods corporation Unilever. This research, which attempts to give a fundamental comprehension of worldwide financial management, centres on Unilever UK as a multinational corporation's primary subject. Currency exchange risks and the management of working capital are challenges that Unilever UK must overcome. The analysis of Unilever's dividend distribution policy, the efficient market hypothesis, and appraisal approaches are assessed in light of the company's financial viewpoint in international financial management. This evaluation ultimately leads to a critical analysis of these financial implications for multinational corporations.
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