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[bookmark: _shqnwnakl25q]Introduction
Companies with operations in multiple countries are subject to international and local financial regulations and climate. Therefore, financial managers in those countries must be well-versed in international financial management. This includes the ability of analysing risks in different markets and how the organisation maintains its financial stability and keeps its shareholders satisfied.  
[bookmark: _gjdgxs]In this report, the focus is on Diageo, a British alcoholic beverages multinational. The company is headquartered in London, England, and has operations in 132 locations worldwide, and its products are present in over 180 countries (Diageo, 2022). The company is listed on the London Stock Exchange and New York Stock Exchange. To sustain its significant market share, Diageo’s operation strategy includes investing in a wide brand portfolio, maximising on mature and emerging markets, and international expansion through acquisitions and strategic partnerships. The company is the leading in the alcoholic beverages industry in several countries. 
Nevertheless, due to its multinational nature, the company is likely to face various challenges in its different financial markets. The challenges are related to currency fluctuations, financing issues, competition, economic and political instability, financial market volatility, and regulation differences. This also includes different tax laws and policies in different jurisdictions. These challenges and what the company is doing or can do about them are discussed by crucially analysing the company’s dividend distribution policy, efficient market theory, and projects’ appraisal methods. 

[bookmark: _y2raos5qjru5]Diageo's Dividend Distribution Policy
The company needs constant funds to sustain its financial stability and market growth and at the same time it needs to retain its investors. Therefore, though not mandatory, most international companies have a dividend policy that guides how and what proportion of profits are to be paid out to the shareholders as dividends. Factors that influence Diageo’s dividend policy include cash flow, capital requirements, growth opportunities, and financial performance.  
Diageo’s has constantly paid dividends for the last 20 years. The dividend yield has remained within 2.00% and 2.40% since 2018 (Hargreaves Lansdow, 2023). However, despite a mean dividend growth rate of 4.14% in the last five years, there was a slump in 2020 when the growth was 1.91% (Hargreaves Lansdow, 2023). This may be attributed to Covid-19 and the related regulations in 2020. 
Shareholders can get their dividends in cash or reinvest them in the company. The company has a Dividend Reinvestment Plan (DRIP), allowing shareholders to reinvest their dividends as ordinary shares (Diageo, 2023). Shareholders get their cash dividends twice a year on a 40/60 formula; 40% interim payment in April and the final 60% in October (Diageo, 2023). Although the company has consistently paid out dividends, it reinvests a proportion of its profits for its growth and competitive objectives. 
In summary, Diageo has a strong dividend policy, and for the last 20 years, the shareholders have received their dividends with the option of cash or reinvesting. The policy has cemented the shareholder's confidence, and more investors want to be associated with the company. The company’s projection is positive, and thus, it is able to sustain its financial growth by attracting more investors and strategic partners. 

[bookmark: _ief1zhvaacy5]Efficient Market Hypothesis Theory
According to the efficient market hypothesis theory (EMH), the stock price reflects all information an investor needs. In other words, the financial markets are efficient, and there is no way the investors can understand the market or earn above-average returns apart from following the stock price. In the case of Diageo, it means that the company’s stock prices are a reflection of all the information available that is needed to make an investment decision. 
To understand if the company’s stock prices reflect all available information, it is vital to look at the consistency of its trading volumes, liquidity, and the speed of incorporating the recent information. Trading volumes indicate investor confidence as more investors buy and sell the company’s stocks. From the historical information, it can be seen that Diageo’s trading volumes are usually significantly high and consistent. For example, the company’s trading volumes have averaged 8 to 10 million monthly for the last five years (Yahoo Finance, 2023). The company’s stock has had an active market, reflected by its relatively high historical stock prices and trading volumes. All this indicates that the company promptly incorporates all relevant new information into the stock price, thus the persistent investor confidence. 
Moreover, Diageo’s large market capitalization, coupled with consistently huge trade volumes, contributes to the relatively high liquidity of its stock. The company has a market capitalization of US$101.917bn compared to that of its close competitor Ricard Parcard with a market cap of 50.59bn EUR and Heineken at 56.39 bn EUR (Yahoo Finance, 2023). Moreover, the company is an industry leader with a strong market presence. This has made its stock attractive and with high liquidity value. To maintain its market standing, the stock price reflects the fundamental data on the firm’s product line, balance sheet composition, quality of management, accounting practices, and earnings forecast. For example, Diageo has always publicly shared its information about changes, new products, markets, management, and accounting. 
However, although the market appears to be efficient concerning Diageo’s stock price, some factors can make the market inefficient. Insider information may be unavailable, with behavioural biases and anomalies in the market (Downey, 2023). The strong form of EMH theory states that the stock prices reflect all the information, including insider information. However, this may not be the case as some investors may have access to insider information leading to an inefficient market. Moreover, there are situations where there is herd behaviour among investors or overreacting to news related to the company, market, or industries. This leads to deviations in the stock prices, which may not be a true reflection of all available information. In addition, value and momentum effects can cause market anomalies, thus contravening an efficient market notion. 
In other words, Diageo is one of the companies that fit in the efficient market since its stock has been traded actively and at good rates, the trading volume has been consistent, and it has strong liquidity. However, investors need to understand that there can be market anomalies, behavioural biases, and information unevenness that can make the market inefficient. 

[bookmark: _ollxabv7wwdd]Diageo's Methods of Appraising Projects
As a multinational company, Diageo is constantly involved in new projects in different markets. However, the projects must be diligently appraised to make profitable investment decisions. The methods that Diageo utilises include risk assessment and capital budgeting. Particularly for international projects, the company conducts country risk analysis. This includes political stability, corruption index, economic stability, host government attitude, and the attitude of the consumers in the host country. For example, Diageo has identified that a sizable proportion of consumers prefer alcoholic beverages that have their national identity. That is why in China, the company invested in Chinese beverage alcohol by partnering with a local distiller, Yanghe (Diageo, 2019).
Moreover, the alcoholic beverages industry is competitive and dynamic. Therefore, Diageo constantly assesses competitor actions, demand fluctuations, and changes in consumer preferences. The company, through market analysis, noted that consumers in the Kenyan market wanted a cheaper but quality beer; thus, the company introduced Senator keg, which is doing well in that market (Pilling, 2019). At the same time, the company has noted the rising demand for premium drinks, and thus, it is focusing on premiumization projects (Jenseninvestment, 2023). At the same time, the company looks not only at international competitors but domestic ones in different countries. Domestic companies are increasing in many countries and are likely to enjoy subsidies and tax breaks. 
As mentioned earlier, the company faces different regulations in different countries. Therefore, it conducts regulatory risk in different markets for its investment projects. The regulations that affect Diageo include alcohol regulations, taxation, and advertising. For example, the company has minimal projects in the Middle East because of the strict alcohol regulations. In addition, in some countries, alcohol faces extremely higher taxation than other commodities, and advertising is highly restricted. 

[bookmark: _mbi72nj3pupc]Conclusion
Multinational companies like Diageo face multiple challenges due to their presence in many jurisdictions. However, by satisfying their shareholder’s objectives, promptly sharing relevant information, and prudently analysing investment projects in various markets, the company can overcome the challenges amid stiff competition and unpredictable regulations. Moreover, Diageo has a strong dividend policy, fits within the efficient market hypothesis, and its projects are appropriately analysed. Nevertheless, as the company deals with different market regulations, investors must be cautious of market anomalies, behavioural biases, and probable insider information before making investment decisions. 
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