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[bookmark: _Toc110532637]Introduction
In the assessment, the objective is to discuss the benefits of International Financial Management (IFM) that a Multinational Corporation or MNC gets, then to go through the policy of dividend distribution of that company and the EMH as well. After completing the analysis of these two aspects, the project appraisal of that MNC and the recent issues the company is facing right now will be discussed also.
 In the modern world, international finance or International financial management (IFM) resembles the aspects of financial management in a worldwide environment of business. Financial management and IFM are not the same as IFM takes into account various factors such as political aspects, currencies, markets of imperfect competition, differentiated sets of opportunity, etc. (Bekaert and Hodrick, 2017). The MNCs often consider IFM in their businesses to go through various aspects as referred already. In this assessment, the cases of Rio Tinto will be observed. Rio Tinto is said to be an Anglo-Australian Mining and metal company that is headquartered in London the UK but this 2nd largest mining corporation in the world operates in various countries of the world (Riotinto, 2022). 
[bookmark: _Toc110532638]Benefits of IFM
MNCs initiate IFM in their businesses because it helps the companies to mitigate several challenges. They include-
a. Managing the working capital: Short-term liquidity available to a company is termed working capital. This helps the MNCs to meet the short-term debts as the firm's value is maximized because of expenditures on projects having a positive NPV. This can be seen in the positive cash flow statement of the company.
b. Functional activities: MNCs can achieve the financial objectives by implementing the IFM as it offers comprehensive harmonization in marketing, production, etc. financial sectors. MNCs can become successful as well with the help of IFM. Effective maintenance of the other businesses can be seen in MNCs where the IFM is said to be imperfect (Pike and Neale, 2006). 
c. Handling the exchange currency risks: Risks associated with currency exchange can be solved easily by the IFM. An MNC can provide invoices to the clients to meet these financial exchange risks. Policies like forwarding contracts, logging, lending, settlement, etc. can be implemented as well.
Rio Tinto has managed to lower the financial, compliance, and operational risks that can influence the performance, licensing, and reputation of the company. IFM has allowed Rio Tinto to manage the management and financial risks effectively to support the delivery of the strategic goals of the company. Also, the company is trying to become more sustainable by using IFM properly. Also, with the help of IFM, Rio Tinto company has managed to develop several strategies to meet the currency exchange risks and all. 
[bookmark: _Toc110532639]Company’s dividend distribution policy
Rio Tinto has already released the dividends distribution policy for the financial year 2021-22. According to the reports of the company, the company is expected to receive a dividend in April 2022. In the UK, the ordinary dividend per share is valued at GBP 306.72 for the 2021 final period and the value was 270.84 GBP in the 2021 interim. The special dividend per share for the 2021 final period was 45.60 GBP while the value was 133.26 GBP in the interim period. It can be seen that the value has fallen in the final period than in the interim period. Rio Tinto's management authority evaluates a respective level of ordinary dividend/share at the end of every financial year. The management postulates this level by looking at the growth aspects in the long run of the company and also keeping in mind that the company can maintain a perfect balance sheet. The difference between the interim and final period's dividend is evaluated in the final dividend. Also, the return of total cash to the shareholders expected by the board of the company, in the long run, is estimated to be 40% to 60%. Cash returns and shareholders and investors in the business will be in balance as per the commitment of the board of Rio Tinto. The management has done this to maximize the value of shareholders. The management of the company has intended to supplement the ordinary dividends alongside shareholders' additional returns, to acknowledge the cyclical environment of the mining sector (Riotinto, 2022).   
[bookmark: _Toc110532640]The EMH analysis of Rio Tinto
EMH or Efficient Market Hypothesis is a financial management hypothesis that considers the data related to the prices, investment securities, and all other known aspects. This hypothesis takes into account all the factors that drive a market to operate efficiently (McLaney, 2005). The EMH has an assumption that the pricing of financial security will be done correctly. So, the stocks are expected to be neither overvalued nor undervalued. EMH can be of three different varieties- Weak, strong, and semi-strong. Investors who are also subscribers of EMH tend to invest in passive index funds more as these funds depict the overall performance of a market. EMH also says that there are not a lot of money managers in the market who can outperform the market regularly.
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Fig. 1: Three forms of Efficient Market Hypothesis
(Source: QS Study, 2022)
1. Weak form: Securities’ prices are assumed to reflect the available data of the public market but there will be no reference for the new information. Consistent returns are not evaluated in the weak form as past price levels can never give a view of what the future price can be (Atrill, 2017). 
Rio Tinto’s share price will be presented here in this assessment to analyze this. 
	Date of the month
	Price of the shares
	Open
	High
	Change %

	Aug 2022
	4,829.5
	4,931.0
	4,977.9
	-1.93%

	Jul 2022
	4,924.5
	4,846.0
	4,968.0
	0.16%

	Jun 2022
	4,916.5
	5,788.0
	6,118.0
	-14.50%

	May 2022
	5,750.0
	5,699.0
	5,851.0
	0.77%

	Apr 2022
	5,706.0
	6,105.0
	6,288.0
	-6.17%

	Mar 2022
	6,081.0
	5,809.1
	6,293.3
	5.84%

	Feb 2022
	5,745.6
	5,238.6
	5,796.2
	11.69%

	Jan 2022
	5,144.4
	4,882.4
	5,657.3
	5.16%

	Dec 2021
	4,892.0
	4,612.0
	4,946.0
	6.07%

	Nov 2021
	4,612.0
	4,599.0
	4,780.0
	1.13%

	Oct 2021
	4,560.5
	4,820.5
	5,153.0
	-7.18%

	Sep 2021
	4,913.5
	5,343.0
	5,488.0
	-8.70%

	Aug 2021
	5,382.0
	6,041.1
	6,203.5
	-11.78%


Table 1: History of the share price of Rio Tinto for last 1 year
(Source: Finance, 2022)
These share prices will not provide any estimate about future share prices as the value of shares changes in the stock market daily. 
2. Semi-strong form: This variation will talk about the public and private details of Rio Tinto. Non-farm payroll report of the company resembles that as the market gathers new information, prices adjust rapidly to this case. 
3. Strong form: The Strong form EMH of Rio Tinto says that the public and private information are reflected by the share prices regularly. The company will see a rise in the current stock price if the private information known to the leaders of the company is implemented properly.   
[bookmark: _Toc110532641]Project appraisal methods of Rio Tinto
There are various methods that a company can undertake in appraising its projects (Arnold, 2013). Here in this assessment, a cash flow statement of Rio Tinto for the last 5 years has been presented.

	The fiscal year is January-December. All values GBP Millions.
	2021
	2020
	2019
	2018
	2017

	Net Income before Extraordinaries
	16,415
	8,110
	5,465
	10,443
	6,873

	Net Income Growth
	102.40%
	48.40%
	-47.67%
	51.95%
	-

	Depreciation, Depletion & Amortization
	3,415
	3,337
	3,436
	3,011
	3,397

	Depreciation and Depletion
	3,286
	3,211
	3,332
	2,911
	3,260

	Amortization of Intangible Assets
	129
	126
	104
	100
	137

	Deferred Taxes & Investment Tax Credit
	83
	(139)
	(227)
	387
	540

	Deferred Taxes
	83
	(139)
	(227)
	387
	540

	Other Funds
	93
	1,826
	3,309
	(4,262)
	436

	Funds from Operations
	20,006
	13,134
	11,984
	9,579
	11,245

	Changes in Working Capital
	(785)
	(222)
	-
	(399)
	(155)

	Receivables
	(267)
	(438)
	128
	(316)
	(107)

	Inventories
	(1,016)
	(219)
	22
	(440)
	(374)

	Accounts Payable
	498
	435
	(150)
	357
	327

	Net Operating Cash Flow
	19,221
	12,912
	11,984
	9,180
	11,091

	Net Operating Cash Flow Growth
	48.86%
	7.75%
	30.54%
	-17.23%
	-

	Net Operating Cash Flow / Sales
	41.63%
	37.12%
	35.42%
	30.21%
	35.68%


Table 2: Method of appraising project- a cash flow statement of Rio Tinto
(Source: WSJ, 2022)
This cash flow statement will talk about the flow of liquidity of the project of Rio Tinto. A positive net cash flow shows that this method will be effective in appraising projects of the company. 
[bookmark: _Toc110532642]Issues faced by the MNCs in recent times
1. Competition regarding taxes: Unstable tax structure can hurt an MNC in terms of its economic activities. Incentives must be offered by the countries and states to the MNC to compete with other nations or regions. The burden of tax is also an indicator of the existence of an MNC.
2. Political issues: MNCs often face issues regarding political instability. This can arise due to not having a reliable government. As a result, the cost of business increases alongside higher risks. Corruption and fragile legal framework also are barriers to foreign direct investments (McLaney, 2005).
3. Existence of imperfect markets: Every financial market may not be perfect in terms of local customs, demography, rules, laws, etc. This imperfect information about the markets decreases the ability of a manager to predict the business surroundings (Neale and McElroy, 2004).
Rio Tinto has said that the company is having a crisis in raw materials supply like iron, which is very important for mining machines (Ft, 2022). The rising cost of fuel has also become threatening for the company as this will increase the mining cost. Brexit has not done any good to the company either. Tropical cyclones troubled the mining operations of the company at the start of the year (BBC News, 2022).
[bookmark: _Toc110532643]Conclusion
Rio Tinto has done well despite these contractionary issues. The 2nd largest mining corporation in the world has been based in 35 different countries of the world and these issues are seen in most of them. IFM has helped the company a lot in terms of managing risks that could have troubled the company a lot. Ultimately speaking, Rio Tinto's dividend policy and EMH have suited well to grow the business but the methods of project appraisal need some improvements. 
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