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McDonald’s
Introduction
McDonald’s is an American-based multinational corporation that is one of the largest fast-food chains globally. Its seventy-seven years of operations through different economic and political eras have developed a robust long-term strategy that has helped it to make massive international expansion. Fundamentally, its tremendous international drive and expansion are attributed to having comprehensive international financial management (IFM) policies that make it evaluate international financial markets to determine favourable exchange rates, interest rates, taxation policies, prices, production, and the stock market. This paper will critically analyse and evaluate the importance of IFM to McDonald’s in terms of dividend distribution policy, efficient market hypothesis theory, and its methods of appraising projects. Further, it will discuss its challenges in international financial markets.
McDonald’s Dividend Distribution Policy
Dividends are an important facet of a company’s strategy, which is used to improve its financial health. The dividend distribution policy is tied to the profit trends of a company, the cash position, its need for expansion, and how the earned surplus is mainstreamed to shareholders while keeping its financial position intact. According to Lee and Lee (2021), the company sold its first dividend in 1976. Since then, it has turned out to be a McDonald’s is a “dividend aristocrat” since it has paid and increased its dividends annually for more than twenty-five years. The company has an impressive dividend increase record and a long-term dividend stock, harnessing long-term investors. Notably, the company is raising and paying its dividend annually, making it competitive in the stock market for years (Lee and Lee, 2021). McDonald’s understands the importance of shareholders’ trust and confidence, and it strives to develop timely payment of dividends. It uses this policy to regulate payout to stakeholders and the amount invested for international expansion.
McDonald’s operates on a regular dividend distribution policy based on the bird in hand theory. Dividends are paid to shareholders every quarter, depending on the current market rates. Whereas McDonald’s has used this policy to provide regular and substantial dividend flow for years, this policy has enabled it to maintain enough liquidity, giving it a strong financial position regarding investment and international expansion (Lee and Lee, 2021). Moreover, a regular dividend distribution policy is useful for companies with regular and long-standing revenue streams. According to Lee and Lee (2021), McDonald’s has experienced a constant rise in its revenue streams with marginal falls, which are occasionally experienced. However, its revenues were badly affected in 2020, courtesy of the pandemic, since most of its stores were closed down and international travelling was banned for some time.
The company dividend payout ratio is constant, implying that its dividend payments are stable. According to Dividends Diversify (2022), McDonald’s has a constant dividend yield and a forecast accuracy of 95%. Despite the pandemic drawbacks, the company’s three-year dividend per share against earnings shows a 55% payout ratio from 2019 to 2021. Its dividend policy contains a single-stage dividend discount model that is paid out depending on the annual return on investment, the projected dividend growth, and the current dividend payment rates (Dividends Diversify, 2022). As a result, McDonald’s has a long-term dividend income growth regarding dividend safety, enabling it to keep with its dividend policy. Whereas there were financial drawbacks from 2020, the company still had a 50% payout ratio of its dividend. Nevertheless, the company suspended share buybacks during the crisis without changing its dividend policy.

Efficient Market Hypothesis Theory (EMH)
The EMH theory posits that the stock prices are inherently perfect. It is used as a central tool for speculation and making investment decisions for all players in the market. It states that the market is efficient unless investors perform purely speculative investments to gain higher returns from the normal market value (Loredana, 2019). When new information is introduced in the market, the positive or negative shift is reflected in the stock prices. For instance, McDonald’s corporation is an efficient market with the stock prices hold for the efficient market hypothesis theory. According to Loredana (2019), all information about its stock and speculation for the future are accounted for in its stock prices, and there are no outside data that can give shareholders an advantage in the market. When there is a shift in its financial position or corporate strategy, the same is reflected in its stock prices.
Over the years, McDonald’s has been exploiting international expansion strategies to increase its revenues. An increase in earnings, revenues, and profit margins makes the company raise its dividends and be competitive in the stock market. Therefore, the company has undertaken a robust international expansion strategy based on differentiation and franchise to expand its financial position (Dividends Diversify, 2022). Notably, as its financial position increases, its market share increases as well, leveraging its dividends’ payout ratio. The EMH theory is evidenced by McDonald’s recent efforts to shift its greater percentage of franchise restaurants from being company-owned entities. The impact was felt in stock prices and its dividends. More significantly, in 2021, the company posted high prices after the dismal income during the pandemic recording a net income of $2.15 billion up from $1.76 billion (Loredana, 2019). As a result, the share price increased by 0.4%, depicting the efficiency of the EMH theory.
Methods of Appraising Projects
Project appraisal is the backbone of McDonald’s international expansion and efficient operation. It entails the managerial, technical, economic, and financial implications that companies undertake to ascertain the feasibility of their decisions. McDonald’s has installed a financial appraisal strategy focused on international cash management. It performs financial analysis of markets it aspires to expand to by forecasting exchange rates, measuring exchange rate exposure, and determining the general macroeconomic outlooks (Rajawat et al., 2020). Further, the company makes long-term and short-term financing options to determine the return on investment of its venture. Fundamentally, McDonald’s has heavily invested in market analysis, supporting its international expansion and product differentiation strategy for new markets. As a result, it improves customer satisfaction and attracts new customers by ensuring operational efficiency, brand awareness, and cost-saving.
On the other hand, McDonald’s has a robust economic appraisal strategy that helps it to source raw materials and speculate for future ventures. According to Ghosh (2021), commercial banks and other lending entities require a firm to outline the project structure and its future viability before they can lend money. Having well-designed financial obligations and projects outline has enabled McDonald’s to easily source financial loans from commercial banks and funding from financial entities (Ghosh, 2021). Remarkably, McDonald’s has a clear franchise and acquisition position under the glocalisation strategy. It helps the company to determine expenses and anticipated sales and layout the lifecycle and future demand of its project. Furthermore, its use of a 360 appraisal approach makes it have one of the best managerial systems. It efficiently interacts with customers, stakeholders, and employees while ensuring upheld feedback and performance.
Challenges Experienced by McDonald’s in International Financial Markets
McDonald’s has had a positive market progression, which has seen its dividends rise for the last forty-five consecutive years. Whereas an increase in dividends is not directly reflected in revenues increase, the company has experienced detrimental drawbacks in its stock prices, especially during the pandemic. Notably, its stock prices hit 217.68, representing a 12.6% deviation from the previous share price (Mukherjee et al., 2022). More importantly, McDonald’s faced relative changes in exchange rates of international currencies. Having international ventures exposes it to countries with different monetary and fiscal policies, which have become uncertain after the pandemic hit. For example, it experienced an income slip of 4% in the last quarter of 2021 due to unfavourable exchange rates. Since the dollar is rising against other world currencies, McDonald’s was affected because it operates internationally.
Similarly, inflation has led to an increase in menu prices. After the pandemic, McDonald’s was forced to increase prices by 6% in 2021 globally as it strives to maintain hefty prices of labour and production. In many countries, the prices of beef and the cost of hiring workers have increased due to inflationary pressures caused by the pandemic. Moreover, the company was forced to increase the price of its products by a further 5% (CBS News, 2022). Accordingly, the food and paper costs increased by 4% in 2021, and the management is anticipating increasing this value to 8%. For instance, it experienced fries’ shortages in Japan while the cost of buying potatoes almost doubled. Remarkably, the increase in prices is harming purchases. Inflation is hampering the food industry, especially the fast-food chain, and the situation is set to increase in 2022.


Conclusion
McDonald’s has one of the most consistent dividend trends globally, and its price share has been increasing for the last forty-five years. As a result, it has developed into one of the most reliable long-term dividend stocks. As far as the efficient market hypothesis theory is concerned, McDonald’s offers an efficient stock market courtesy of its mid-sized dividend growth portfolio. Notably, McDonald’s utilises a regular dividend distribution policy, making it a “dividend aristocrat.” It has paid and increased its dividends to its shareholders annually for more than twenty-five years. Imperatively, McDonald’s has envisioned diverse project appraisal methods that have assisted international expansion. It has created a robust financial appraisal strategy, an economic strategy, and a marketing strategy that foster its franchise and acquisition campaign. However, the company experienced a spike in exchange rates, and the high inflation caused by the pandemic has increased the prices of raw materials and wages across its global markets.
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