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[bookmark: _Toc121647578]Introduction
International financial management defines managing financial operations of an organisation that is doing business internationally and transactions are done with international farms which require efficient management for better feedback. In this report, all of the aspects of international financial management will be discussed. The importance of financial management based on a multinational corporation that is Tesco Plc will be discussed in short and all of its challenges of IFM will also be discussed briefly below.
[image: ]Figure 1: “Tesco plc logo; source: (Georgia, 2020)”

Tesco Plc is a British multinational corporation that works in the retail industry since 1919 and was founded by Jack Cohen with 4673 stores all around the world. Its financial management for entering the international market will be discussed below.









[bookmark: _Toc121647579]Importance of International financial management of Tesco Plc
When two countries tie the knot with each other and transactions are made then both countries require efficient management of their finances to keep the balance between both the countries and have the best feedback from their transactions (Choi, 2012). IMF defines such management of finances of both countries. This concept includes the global economy, financial services and rules, regulations based on the exchange rate and foreign direct investment of organisations like Tesco Plc. Efficient management of finance allows farms to get the fair value of the exchange rate of their trading country because it's different from managing national finance maintain it effectively will bring good results to the home countries of those multinational corporations like Tesco (Levich, 2014). Companies like Tesco feel interested in building a relationship with international farms for several reasons which have significance in international financial management given below.
· Products can be produced effectively and efficiently in the foreign market which motivated Tesco and all other farms to engage in international finance which required efficient management also (Umurzakov, 2017). 
· Tesco got all the raw materials for its super stores from its international farms at a better price than its domestic market which engaged it with the international market (Adewuyi, 2020).
· Engaging in international finance allowed Tesco to perform in a broader market which is also diversified thus it has significance for Tesco.
· Tesco is getting a higher return than its home country and the credit goes to international finance. 
Besides all the benefits of IFM, it can also be discussed using the International Fisher Effect which according to the IFM of Tesco defines that Tesco can identify the exchange rate disparity for managing its international finance efficiently and effectively through the changes in the nominal interest rate of both the trading countries (Sangwa, 2021). So if the trading partner Tesco has a higher rate of nominal interest rate will face a higher rate of inflation also which can decrease the value of its currency compared to the international currency.
[image: ]Figure 2: “Fisher effect; source: (Elina, 2021)”

However, according to financial researchers, this effect is considered to be less reliable and Tesco can use it for short-term estimation of currency exchange rates because the nominal interest rate is not only the element to identify or estimate exchange rates for organisations like Tesco. So it's clear from the above discussion that the importance of finances is many and to keep this flow of finance in the international market, efficiency and effectiveness in management need to be put by the executives of Tesco (Oprea, 2014). However, there’s a financial framework that is also applicable from an international financial perspective for Tesco and all other multinationals to ensure efficient management.
[image: ]Figure 3: “FMF for Tesco; source: (Linda, 2021)”


The above figure shows some components of this framework that can be used both for national and international financial management. Tesco must adopt these components in order to manage all its finance with international farms to gain fair exchange rates and interest rates and the farms that'll be enabled to adopt all the components will get results such as higher rates of return and competitive advantage also.
· Legislation and policies: All the regulations introduced by the international farm are based on financial issues such as interest rate, exchange rate, and inflation of that country, Tesco must abide by those to have feedback and manage its finance in the international market efficiently (Khatami, Marchica and Mura, 2015).
· Values and principles: Tesco must focus on adding value to money to gain a higher rate with their investment by following the principles of the international money market for ensuring sound management of finances by Tesco.
· Authorities and accountabilities: efficient leadership is required from Tesco to deal with the treasury board of the international farm for having strong revenue management, expenditure control, assets, liability management etc with the organizational policies of both the farm.
· Roles and responsibilities: The executives of Tesco must play the role of financial manager efficiently to perform all the responsibilities of the finance department of Tesco to utilise its significance in their performance effectively (Anthony Nzeribe Chizue, 2020).
· Processes: This component directs the financial managers of Tesco to collect and integrate all the financial information of their business with international farms and process the data for coping with the policies set by the authority.
To conclude, the importance of financial management by following the rules and regulations of IFRS (international financial reporting standards) is vast and can be used by adopting various frameworks like the above figure by Tesco and all other international farms. 
[bookmark: _Toc121647580]Challenges of international financial management for Tesco Plc
Though international finance brings good to companies like Tesco, it also has challenges for organisations which impact both the people and the economy of a nation which are discussed in the light of Tesco below.
· Natural resources are hampered: Increasing number of international financial farms or growth of this sector increases the possibility to harm the natural resources by using these establishing businesses in the host country which reduces the harmony and balance of natural resources (Kumar and Dr.H.G., 2016).
· Terrorism: If the host country is affected by terrorism then the home country of Tesco will be affected greatly and will have a huge loss as they also need to bear their portion of the risk of finance.
· Culture: Home and host country shares different culture and while transactions there arise many differences among the parties. For example, some countries prefer negotiations while others don't like to negotiate rather they take it as disrespectful behaviour. It's a great challenge for Tesco to deal with different valued and cultured countries.
· Political policies: Tesco's home country has one policy whereas the international market where they entered has other. To maintain finance with both the country there arise confusion and chaos to cope with both and it's sometimes become expensive for farms, for example, extra individuals need to be hired to manage separate sector and gather information about those policies of farms to maintain otherwise there can be a breach of law (Mertzanis, 2013).
· International currencies: Each country has different currencies and the exchange rates of those currencies are also different. Frequent Appreciation and depreciation of currencies bring threats to farm that are intending to import or export and many speculators in the money market creates a negative environment for exchanging money. Thus currencies bring a huge risk for Tesco when they bring foreign currencies to their home country and exchange those.
· Taxes: Taxation is a must for business organisations up to a certain amount and sometimes there arises double taxation by international farms like Tesco and they require home country taxation as well as host country which causes them heavy expenses and reduced revenue (Slav'yuk and Slavik, 2018).
· Technical factors: lastly technologies are used vastly by the world's leading organisations for achieving goals with sustainability for longer (Kinder and Burgoyne, 2013). Expansion of technology impacts farms that haven't adopted automation yet or are not acknowledged with the ideas related to technologies and are facing challenges for dealing with financial and other operational issues and Tesco is no different than this.
So Tesco and all other farms are facing these challenges stated above and the financial manager of Tesco must adopt strategies to reduce these and have a positive impact on their business.

[bookmark: _Toc121647581]

Conclusion
This report is done with the concept of international financial management and the multinational corporation chosen for this analysis was Tesco Plc. Detailed literature about international financial management is given in the first section of this report where the importance of International financial management is discussed in brief in light of Tesco Plc's in the international market managing its finances. A financial management framework was also drawn for Tesco Plc and the international fisher effect is also briefly analysed in this section. Lastly, various challenges that Tesco Plc and other multinational farms are facing while managing their International financial operations are discussed broadly for highlighting the challenges to be taken great care of to reduce from international financial management of Tesco and others.
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International Fisher Effect (IFE)

The international Fisher effect (IFE) theory
suggests that currencies with higher
interest rates will depreciate because the
higher rates reflect higher expected
inflation.

Hence, investors hoping to capitalize on a
higher foreign interest rate should earn a
return no better than what they would
have earned domestically.




