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[bookmark: _Toc122273609]Executive summary
This essay explores some of the external and internal overviews of the Starbucks company’s financial practices and performance. It used a combination of theory and empirical research articles to critical analysis processes from basic knowledge to particular contexts to justify the findings accurately and have inherent relevance. On the basis of theoretical study and company analysis, the paper first provides actual indicators and datasets of company dividends. Furthermore, summarises and expands various knowledge about efficient market hypotheses. In the end, explore selected several main appraisal technics through which corporations such as Starbucks could use in appraisal methods of its investment opportunities to approach its management decisions.
[bookmark: _Toc122273610]Financial evaluation of Starbucks
[bookmark: _Toc122273611]Dividend policy
Starbucks' business strategy has transformed into an example of overcoming hardship in the business world due to the company's quick expansion and well-incorporated dividend system. Despite the firm long–term suffering debts, which almost doubled in 2019 and were represented as negative earnings per share in 2020 (Chart 1), the company continued to issue dividends that were steadily growing to those announced in the previous years (Dow Jones and Company, 2022). (Chart 2) Even though the price of Starbucks' stock has been quite volatile at the end of 2021, Starbucks' market value was estimated at $137.85 billion, with $1.18 billion fully diluted shares outstanding as of the financial year 2021 (Yu, 2021). However, even the company's temporary poor performance and management's commitment to returning money to shareholders through share repurchases and dividends make the stock more appealing — particularly for dividend investors. 
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(Chart 1, Source: Nasdaq (2022) https://www.nasdaq.com/market-activity/stocks/sbux/advanced-charting)
[image: Graphical user interface, application

Description automatically generated]

(Chart 2, Source: Dividendmax (2022) https://www.dividendmax.com/united-states/nasdaq/food-and-drug-retailers/starbucks-corp/dividends)
Starbucks is widely renowned for its track record of consistently paying dividends and buying back common stocks. Even the common notice that the dividend policy endorses the concept that dividend payments should come from earnings rather than capital or reserves Starbucks use the strategy of repurchasing stocks when the stock price falls (Shankar, 2021). A company’s stock buybacks have a positive correlation with stock market liquidity, suggesting that the higher liquidity of its stock is, the more it tends to employ stock repurchases to fund dividend payments. (Nguyen, 2017). For the risk they assume, investors look for a reward. Thus, Starbucks company dividends and capital gains are two possible ways for shareholders to be compensated (Chen and Tang, 2021). Moreover, investing in equities that generate dividends is probably a good method to beat inflation. Companies issuing shares give investors a competitive advantage when it comes to income in the form of an effective dividend.
Starbucks started paying dividends in 2010 and has steadily increased since then. The most current data available as of November 2022 shows that Starbucks paid dividends of 2.00 USD per share during the previous 12 months. This translates to a dividend yield of 2.03% at the stock's current price of 98.66 USD shown to be appropriately valued with a solid 2.4% ahead expected dividend yield (DividentStocks, 2022). Appendix 1. However, the dividend pay-out level alone does not reveal whether the company is correctly valued or overpriced. Various points of view exist regarding how a firm's value is impacted by its dividend policy (Lumapow and Tumiwa, 2017). While some hypothesise contend that dividends enhance shareholders' wealth, others, argue that dividends are irrelevant and decrease shareholders' value (Murtaza et al. 2018). But because most large corporations in these sectors are "revenue generators", for investors, the dividend policy frequently reveals fosters investor confidence and raises expectations for some long-term stability.
[bookmark: _Toc122273612]Efficient Market hypothesis
The Efficient Market Hypothesis developed by Professor Eugene Fama (1970) generated both support and criticism. According to the efficient hypothesis, the price of traded assets at a given point in time reflects all available information to which investors have access. In addition, according to Van Horne and Parker (1967) future share price movements randomly interfere with on share prices also known as the random walk model. Conversely, with the information previously available, the only way to outperform the market return is via coincidence (Thorsrud, 2020). Perhaps stock prices can vary from their fair market values, and even it is possible to outperform the market value (Ying et al. 2019). However, users must have reasonable expectations and respond appropriately to new information, according to the theory. The efficient market hypothesis comes in three different forms:
[bookmark: _Toc122273613]Weak form
In a weak efficient market, the share prices are assumed to reflect historical information, such as previous fluctuations and all trade history (Fama,1970). Yet, building a model to predict the likely future price movement would have allowed market players to make significant gains with little or no risk. A growth rate of even big corporate companies like Starbucks would be predicted significantly. Furthermore, it must account for the definition of a market and competitiveness within a sector affected by information and the spread of data.
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(Chart 3, Source: TrendSpider (2022) SBUX,Weekly Hollow Candles chart published by Bob Lang on TrendSpider)
Otherwise, using technical analysis often appears to be a fortune-telling element, there no denying that it is useful. The finest examples of predicting are not statements like "if this happens, the price will go up 20%," but rather statements like "if this happens, the price may decrease 20%." However, it still gives the investor some context in evaluating his assumptions (Hamid et al. 2017). It is apparent that past performance had no or minimal impact on the future stock prices of Starbucks corporation the stock price relay on many future economies and inside organisational factors (Forbes, 2022). According to that, it is difficult for an investor to continually beat the market and generate considerable returns by researching previous share price movements and forecasting future share prices. 
[bookmark: _Toc122273614]Semi-strong form
Semi-strong efficient hypothesis (Fama,1970) uses all past information, and present announcements as published reports, balance sheets, industry deviations even competitors’ approaches, etc. and is considered to be more precisely reflected in current share prices because of its consistency. For example, when the financial Report of Starbucks company is released, it can see prices rapidly adjusting as the market absorb new information. Since the data becomes widely available therefore knowledge of such information cannot be exploited fully to generate remarkable gains, even the reaction time to new information is minimal (Mackey and Bacon, 2017). Although portfolio managers could perceive some future information using fundamental analysis to generate higher returns, the evidence that most actively managed funds fail to beat the market on the bottom alarm that this is not the case (Rozen and Hertz, 2019). Again, it is not important exactly how these facts or expectations are reflected in the price. The point is that the market is less than perfect there are a lot of changing circumstances affecting long, but also short-term ways to profit from forming expectations and future unknown facts. 
[bookmark: _Toc122273615]Strong form
The capital market is seen as strong-form efficient when securities prices represent all types of past and present information, including publicly and privately available information (Fama,1970) such as confidential information that a company's CEO is only aware of. Before, assuming that investors in the financial sector have access to all information in such market stocks that were projected to increase would have done so immediately since many investors would have desired to purchase them. Especially for fast-growing corporations such as Starbucks where the appetite for shares is steadily growing (Liu, 2022). As a result, there may be potential for excessive gains when certain assets are overvalued or undervalued in the market. Besides the fact that markets forbid insider trading (FCA, 2022), the strong hypothesis can be disproved. Therefore, no investor can gain any advantage even if insider information is widely available to them. 
[bookmark: _Toc122273616]Active vs passive approach
The investment approach still heavily influenced the accuracy of the market price as the company's underlying value (Anadu et al. 2020). If we assume that the market is efficient, then there is no need to make a deep assessment of the objective value of the company. Adherence to passive valuation through market multiples is quite sufficient to detect temporary deviations. Formerly because prices frequently represent the data that is already accessible, markets are partly efficient and active management rarely results in a profit. But basically, the market is still inefficient enough, to be able to motivate modest active management that seizes opportunities for profit. Considerable differences in competition, financing costs, market dynamics, and the application of human creative skills are just a few of the causes of market inefficiencies (Liu, 2022). It means that prices are based on all available data. Expected information is already represented in the price and only unexpected information causes prices to change.
[bookmark: _Toc122273617]Investment appraisal techniques
Starbucks engages in several investment opportunities as a developing business market. They oversee many projects referring to their resource asset, the environment and adding value for people (Starbucks corporation, 2022). Many of these activities involve simultaneously become difficult to be evaluated independently. But once the possibilities have arisen management team is involved in determining whether the project is worthwhile over time (Bekaert, 2013). Prior to this, when assessing potential investments in the corporate world, there are four popular project appraisal methods: Net Present Value (NPV), Internal Rate of Return (IRR), and Payback Period (PP) and Profitability Index (PI) among the most frequently used (Markovics, 2016).
Whether Starbucks’ future investors measure its profitability, explore the possibility of mergers and acquisitions, or just determine whether to move forward with a project, NPV analysis serves as one of the most straightforward methods accessible (Dikov, 2020). In particular, cash inflows less cash outflows expressed as a present value is a straightforward formula for evaluating future projects (Bragg, 2022). Whereas, the discount rate is estimated using the projected cost of capital, which indicates the risk profile of the connected opportunity. Therefore, expected investment can be measured to estimate the value of the future cash flows that a particular investment can generate today. Based on the findings of potential variables these estimates could be highly speculative, their ability to realise the anticipated cash flows used in the value calculations depends on many changes, including the success of strategic initiatives, the economy, changes in performing operations and so on (Peymankar and Ranjbar, 2021). Overall, to illustrate the NPV calculation as examples more explanations are given in APPENDIX 2.
The strength of such an approach is that NPV as a method to appraise projects work best when comparing similar investment options since it is not expressed as a percentage but as an absolute number (Fernando, 2022). Consequently, larger investments would invariably have a higher net present value (NPV) than smaller ones. Like the NPV, the IRR analysis also considers the time value of money and has its worthiness in the analysis of investment appraisal (Markovics, 2016). However, the findings of the IRR analysis could be imprecise if the cash flows over the period change dramatically, showing positive and negative values at various points across the investment appraisal period. Comparatively utilised among NPV and IRR appraisal techniques, the PP analysis is used to apprise investments due to its simplicity and ease of application. Nonetheless, such a technique might lead to an arbitrary barrier that causes projects and investments with longer lead times before positive cash flows are rejected (Van Ginneken, 2019). All the techniques have their advantages and disadvantages and considering their characteristics with the estimated project could be useful.
[bookmark: _Toc122268901][bookmark: _Toc122273618]Conclusion
As a result of globalisation, it is crucial and necessary for businesses to manage their finances. Capital management calls for analyses and investments. As part of managing, dividend distribution, market efficiency and controlling investment, all are part of various financial activities that should be considered.  When it comes to decision-making, a company's resource management analyses and invests all the financial resource bases, according to the overall performance and current industry economy factors. And the reason for this is that business is influenced by national financial trends and as a multinational company the primary factor is to improve its company wealth.
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Calculation of Dividend yield:
Starbucks' dividend yield is calculated as follows: The price of the share multiplied by the current stock price converted in per cent. DividentStocks (2022).
2.00 USD x 98.66 USD x 100 = 2.03% 
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The concept for Project Valuation
Before moving on to the NPV calculation it is appropriate first to explain how to choose an acceptable discount rate. As various levels of risk are associated with various investment opportunities, the time worth of money must be taken into consideration, which indicates the decreasing difference in their value over years and to adjust for any hazards related to the investment opportunity (Bekaert, 2013). For instance, the discount rates Starbucks uses to receive cash flows from different investments will undoubtedly differ according to the associated risk. However, using Starbucks's particular discount rate would be preferable as it is more accurate and take into account future possible downturns in terms of how the company is secured or how future project will bring value. In our case, we will choose a discount rate on a basis of Starbuck’s cost of equity estimated by Alpha Spread Limited (2022).
By calculating the discounted cash flows and subtracting the project’s present initial costs from future inflows accordingly denominated with a discount rate for every relevant year the NPV is calculated. The example below will help understand it better.
Explanation and Calculation
The table demonstrates the example of future projects of Starbucks to upgrade the current café machine, a project that will initially cost them $450 million but could allow them to considerably reduce the time it takes to create some beverages (Lucas, 2022). While there will be assumed $450 million invested costs from the updated machine in years 1, 2, and 3, there will also be increases in income of $180 million, $210 million, and $165 million in the three consequent years. A discount rate of 8.84% could be used according to Starbuck’s cost of equity(Alpha Spread Limited,  2022) The discounted cash flows are then calculated for three consequent years by multiplying the total anticipated cash flows by the applicable discount rate. ((1+discount rate) time period]). Finally, the present value of cash outflows is subtracted from the present value of cash inflows to illustrate the value of a future project. As a result, the NPV is estimated as $20.60 million (Table 1) which is favourable and suggests moving on with the concept of improving the current work.
	Modernizing an existing machine

	Year
	0
	1
	2
	3

	Initial investment
	-450
	 
	 
	 

	Expected Flows 
	 
	180
	210
	165

	Discounted reate
	8.84%
	0.9187
	0.8441
	0.7756

	PV of future cash inflow
	 
	165.37
	177.26
	127.97

	Total Expected Cash Flows
	-450
	-284.63
	-107.37
	20.6

	NPV
	20.6
	 
	 
	 



(Table 1, Calculating NPV. Numbers in million dollars)
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