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Introduction 
The report aims to critically analyse issues related to the oil company British Petroleum. Topics to be covered will include up-to-date information on the reasons why BP has decided to internationalize, sources of funding, efficiency of international issuance of shares, risks related to BP's international business, evaluation of strategies the company implements in terms of the risk of changes in exchange rates.
[bookmark: _Toc102234874]Q1. Critically analyses reasons why BP corporation internationalized
The term internationalisation of a company in the business can be referred as the scenario where, the business organisation starts to conduct their operation in diffident foreign countries other than the domestic country. The starting of operation in the foreign country as the international business can give a business organisation significant exposure along with different other benefits. As it has been found from different research is that for an international business organisation there are several benefits that cannot be accessed by the national or local businesses (Ratten et al., 2017). For example, it can be said that the entry in the international business can help business organisation in growth and development of market square in the new markets. Thus, the opportunities available for the business organisation to increase the revenue stream can be enhanced with the opening of new channels in revenue stream. Hence, the possibility of being successful in the new market of the business organisation will also be improved providing the business organisation a vital opportunity to increase their recognition in the different market (Ratten et al., 2017).
Diversification can be considered as another benefit for any business organisation that is planning to go international. The diversified portfolio in the international market of a business organisation can enhance the chances of the business organisation to achieve success. Also the diversified market available in the international business can help the business organisation in becoming more creative by providing the opportunity to gain a larger customer base. Thus, the business organisation can maintain a positive revenue stream (Berrill et al., 2019).
Along with the customer base of the business organisation, the ability of the business organisation to access the talent pool available in the global market will also increase. Thus, the quality employees and workers for the business organisation can be found by the international business easily. Hence, the productivity and the performance of the business organisation will improve not only in quality but also in quantity (Kamel and Wang, 2019). This can also help the business organisation in improving their competitive advantage in the market over the other competitors. Especially for the business organisation that is aiming for international business will gain a significant advantage over the local and regional businesses. In the cut throat competition, in the globalised era, it is important for any business organisation to achieve the competitive advantage in the market to improve the operation and performance.
At the same time, it is also important to note that the opportunities of the business organisation to draw the foreign investment will increase. Thus, not only can help the business organisation itself but it can also in help the economy of the domestic country where the business organisation is originally established and headquartered (Kamel and Wang, 2019).
Thus, as an oil and energy business organisation British Petroleum Corporation was as well needed to go international to improve its performance. But, it is also important to know that oil, being a natural resource, the production of the same is limited in each country (Berrill et al., 2019). As the other foreign countries are enriched with this natural resource, it was important for the company to invest in the other countries to increase its production and operation.

[bookmark: _Toc102234875]Q2. Critically analyses and evaluates BP Corporation's sources of finance
The source of finance is one of the most important area, that is needed to be managed by a business organisation for ensuring the cash inflow and outflow as well as the balance of working capital in the business is being maintained properly. For the purpose of growth and development in the business it is extremely important for any business organisation including British Petroleum Corporation to maintain the continuous investment in different activities and projects that can help in returning the investment made. Thus, as the initial investment of the project and to run the daily operations of the business it is extremely important to ensure the business organisation has enough capital to fund the same (Hamilton and Webster, 2018). The choice of different sources for financing the project are dependent on different factors. For example, the tenure of the project, the requirement of amount and the type of capital needed, the cost of capital, the benefits and disadvantages for the particular source that is being used to fund the project et cetera are need to be considered (Müllner, 2017). As per the balance sheet of British Petroleum Corporation it has been found that business organisation uses as both of the debt capital and equity capital as the source of finances in the business. For the debt capital the business organisation is dependent on using both of the short term and long term debt. Also, the business organisation is significantly dependent on the shareholders of the company for maintaining the equity level in the business that can help the business organisation in balance in the capital structure to optimise the same (Hamilton and Webster, 2018). The different sources of finance and the amount collected by using the same by British Petroleum Corporation in the last years has been provided below.
	Sources of finance
	2021 ($ million) 
	2020 ($ million)
	2019 ($ million)

	BP Shareholders’ Equity
	75463
	71250
	98412

	Finance debt (long term) 
	55619
	63305
	57237

	Finance debt (short term) 
	5557
	9359
	10487

	Net debt 
	30613
	38941
	45442

	Gearing ratio
	25.3 %
	31.3 %
	31.1 %


Table 1: Source: Annual report, British Petroleum Corporation, 2021, 2020 & 2019 

It has been found from the annual report of the business organisation that the capital of the business organisation has been considered the equity + net debt where the consideration of net debt has been calculated by subtracting the cash and cash equivalent of the business organisation from the total finance debt. As monitoring and measurement of the gearing ratio one of the most important method of understanding the capital structure of the business organisation and the balance of the same, the calculation of the same has been provided in the annual report of the company who is stated that the business organisation is significantly dependent on the debt capital rather than the equity capital as the source of finance. But, it is important to note that in 2021, the dependency on the debt capital for the business organisation has significantly reduced reducing the exposure of the business organisation to risk.
As it is well known that, the higher amount of debt capital in the business organisation can increase the cash outflow which will reduce the profitability and profit margin of the business organisation in the form of finance cost, the high dependence on the same, can increase the risk for the business organisation that will increase the hesitation among the investors of the company regarding investing due to the high exposure to the leverage risk (Růčková and Stavárek, 2020). But, the use of debt capital can help the company in raising the capital required quickly. Also comparatively it is cheaper than equity capital. Thus, it can be said that the balance between the debt capital and equity capital in the capital structure of British Petroleum Corporation has been maintained by using the different sources by diversifying the portfolio.  
 
[bookmark: _Toc102234876]Q3. Critically analyses and evaluates the effectiveness of issuing stocks internationally by BP Corporation in financing projects
For any business organisation that is conducting their business in the international market, it is a big advantage to issue the shares of the business organisation for the purpose of raising the capital in the business. The stock market itself has several advantages that can help to business organisations in improving the way of raising the capital while providing the significance support not only in case of, raising the capital but also in maintaining the financial health of the business organisation (Schmidt et al., 2019). For British Petroleum Corporation as well, issuing of the share in the stock market can be helpful to collect the required capital for the business.
For example, it can be said that by using the stock issuance, British Petroleum Corporation can avoid the liability of using the debt capital as the source of finance. It is important to note that the debt capital in the business can increase the burden of finance cost in the form of interest. Thus, the profitability of the business organisation will reduce along with the increased liability that will reduce the liquidity of the business organisation as well (Mexmonov, 2020). The impact of the same will also be found in the leverage and the gearing ratios of the business organisation reducing the efficiency and market credibility for the company. Also the obligation of the business organisation for the loan repayment within the certain period of time will increase due to the use of debt capital in the business which will reduce the amount of dividend payment for the investors increasing the risk exposure in the business. Thus, the use of issuing shares can help the company in avoiding these problems (Mexmonov, 2020).
Also, as the shares of the business organisation can be converted to the liquid assets by selling the same, that can help in maintaining the balance of liquidity in case of urgent need in the business. Also, it is more comfortable options for the investors in the business as selling the share can be decided by their own significance. Thus, it can attract the investors quickly in the business (Ma et al., 2016). Also, steady the payment of dividend that can be earned by investing in the shares of the business organisation, can be highly attractive for the investors as generally the earning through the dividend is higher than the earning of interest (for debt).
Issuing the shares in the international stock market is also attractive for the business organisation as it has been found that the share price of the business organisation especially in case of coarse border listings is more favourable for the company (Andrew Karolyi, 2001). Also, it is important to note that the risks of listing the business organisation in the domestic market can be reduced as the portfolio of the business organisation can be diversifying the international stock exchange listings.  The diversifying portfolio, of a business organisation not only can help the business organisation in bringing more opportunities but can also help in reduction of market risk, and improvement of stability in the performance.
Another benefit of listing the business organisation in the international stock exchange can be the transparency needed in the business. The amount of documentation and rules that is needed to be followed by a business organisation for listing the business in international stock exchange or in the foreign country, is significantly high providing the satisfaction for the investors about the performance and transparency in operation about the business organisation (Ma et al., 2016). Thus, for British Petroleum Corporation as well, it will be beneficial to issue the stocks of the business organisation in the international platforms for financing the projects. 
[bookmark: _Toc102234877]Q4. Critically analyses how country risks may affect BP's investments opportunities in host countries
The country risk in the business can be define diasporic and uncertainty that is associated with a particular country where the business is being conducted other than the domestic country. In case of international business, meaning of the business organisation and headquarters in a country where the operations of the countries are going on in different region and country. In such situations the foreign countries they are hosting the operations of the company is known as the host country for the said business organisation (Investopedia, 2022). The risks that are associated in operating in a separate foreign country is known as the country risk. For example, the political, economic, socio-cultural scenario, level restrictions and issues, environmental considerations, technological development, et cetera can be considered as the different country risks that are associated with operating in a host country.
For British Petroleum Corporation, among many of the other host countries, Russia plays an important role as, a significant amount of investment of the company is related to Russia is the host country. British petroleum corporation is considered as one of the biggest investor in the energy sector of Russia (Bousso and Zhdannikov, 2022). Thus, the country is associated with Russia is significant for British Petroleum Corporation which can directly influence the financial performance of the business organisation.
In the current scenario of Russia Ukraine war, the decision taken by British Petroleum Corporation regarding quitting the stake in Russian company Rosneft, is a significant financial shop for the business organisation. It has been found from the announcement of the business organisation British Petroleum Corporation which was stated by the chief executive of the company Bernard Looney, that quitting the stake of the business organisation from Russian energy company Rosneft, will cost British Petroleum Corporation as much as of $25 billion (BBC, 2022). The chief executive of the business organisation has stated that the business organisation will rethink their position with the Russian energy business organisation Rosneft due to the given scenario of military invention of Russia in Ukraine.
It has been found from different sources that Russian energy business organisation Rosneft was considered as one of the biggest source for energy production for British Petroleum Corporation. The amount has been found as closer to one third of total production of British Petroleum Corporation (Bousso and Zhdannikov, 2022). Thus, it is clearly understandable that fulfilling the gap, for a large business organisation like British Petroleum Corporation will not be easy. Also, found that a significant amount of contribution was done by Rosneft in British Petroleum Corporation in terms of the revenue, cash flow and profit.
[image: ]
Picture 1: Contribution of Rosneft in British Petroleum Corporation in terms of profits and production (Source: https://www.reuters.com/business/energy/britains-bp-says-exit-stake-russian-oil-giant-rosneft-2022-02-27/)

As, the share of the business organisation British Petroleum Corporation was increased to 19.75% in the recent year (BBC, 2022). Thus, it was clear that the investment opportunity of the business organisation will be limited significantly due to the quitting the said stake. Hence, it is clearly understandable that the business organisation will face a significant deficiency in the revenue and profit of the business which will limit the operations of the business organisation in investment in different other products hampering the growth and development in the future period of time (Hurst and Ross-Thomas, 2022). Thus, in this case it can be said that the 'political risk' that was found on the performance of the business organisation as a part of the country risk, will significantly affect the investment opportunities of the business organisation in the host country.  
[bookmark: _Toc102234878]Q5. Evaluates the different strategies that BP Corporation uses to manage their exposure to foreign exchange risks
The foreign exchange rate is one of the most important factor to consider for the business organisation that are conducting their operations internationally. The foreign exchange rate can be defined as the risk that can create a direct financial impact on the performance of the business organisation due to the changes in the exchange rate. Continuous fluctuations in the exchange rate can significantly disrupt the flow of financial values for a company (Corporate Finance Institute, 2022). Thus, the amount of intrinsic value of the business organisation can differ from the market value as per the changes in the different exchange rates in different stock exchanges. Thus the ultimate financial performance and position of the business organisation can be impacted due to the same.
The main reason behind fluctuations in the exchange rate is the differences between the intrinsic values of the currencies of different countries. As the value of the currency changes in the market, the exchange rate also changes between the countries. Hence, the countries that are involved in conducting the import and export, can face the risk of foreign exchange rate fluctuations. There are different types of foreign exchange risks that can be found. These risks have been categorised in three different categories which are transaction risks, economic risks and translation risks (Corporate Finance Institute, 2022). The transaction which can be defined as the quiz can be found during the time delay between the signing of a contract and implementation of the same. In case of forward contracts and options defined the risks is heavier for the company (Schmidt et al., 2019). The economic risk on the other hand can be defined as the forecast risk in which, due to the fluctuation in the exchange rate the market value of the business organisation faces the change which is inevitable by the business organisation. The translation risk is found for a business organisation who has its headquarter listed in our country but conducting their operation in a different country. Due to the translation between the currencies, between the operating country and the domestic country, the risk of fluctuation in the exchange rate can be found which brings the translation risk (Kim and Kim, 2019).
As for British Petroleum Corporation, the exposure of the company can be found two different types of risks. For example, market risk, commodity price risk, foreign currency exchange risk, interest rate risk, et cetera can be mentioned. As a global business organisation British Petroleum Corporation is inevitably exposed to the foreign currency exchange risk. From the annual report of the business organisation it has been found that the mean underlying economic currency of the business organisation is maintained in the us dollar. But as the main product of the business organisation which is oil is priced internationally in the form of economic currency of us dollar, the risk of fluctuation in the said product is lower for the company. Thus, transactional risk for the business organisation is lower. But, the company needs to manage different types of currency risk exposure in different forms of currencies like- Sterling, Euro, Australian dollars, Korean won, et cetera.
Thus, to reduce the said the business organisation ensure that majority of the borrowing are conducted in the form of US dollar or are hedged with respect of US dollar for managing the risk in foreign currency exchange. As the annual report of the company stated, the amount of currency borrowing of the company that was not show up in the US dollar in 2019 was $219 million, $321 million for 2020, and $211 million in 2021. 
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          1. It is important for any international company to constantly grow and conquer new market shares. Following a strategy to attract new customers and markets, the company will be able to increase its revenue flow. This can be done through attractive offers, showing creativity and flexibility during negotiations with clients. Winning on a larger customer base would also gain a competitive advantage over competing companies.
          2. The company must take measures to deal with high debt capital. Reducing it will prevent cash outflows and increase profitability and profit margins. This will lead to greater confidence of new investors in BP.
          3. Increasing the use of stock issuance instead of debt capital. 
This will help the company avoid problems associated with increasing loan repayment obligations over a period of time. Using this strategy would be essential for the company. In case of urgent need, they can be sold and the liquid balance of the company can be preserved.
          4. In the current scenario in which Russia and Ukraine are at war, the BP company had to make an important decision to leave the share of the Russian company Rosneft. At the moment it is important for the company to take strategies to attract new investors. This will avoid a significant deficit in revenue and profits, and will help BP maintain its position in the international market.
          5. BP is an international company that maintains business relations with many countries. This leads to losses in the company in terms of exchanging different currencies in which countries pay for the services provided by BP. The currency in which the company cooperates with its assets is in dollars, so in order to reduce its transaction costs, BP must ensure that most of the payments will be in dollars.
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