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Introduction
	Succeeding in the global market is one of the most prominent challenges facing multinational corporations (MNCs). Even though this challenge arises from multiple factors, the most notable one entails properly managing finances. Navigating and overcoming this challenge requires MNCs to understand the importance of international financial management (IFM) to the corporation. Corporations that understand the importance of IFM know that it helps them make sound investment and financing decisions while managing their international activities (Breuer and Ruiz de Vargas, 2021). It is through IFM that corporations can respond effectively to the complexities facing them in different international financial markets. Even though IFM is important, it presents numerous challenges to MNCs due to the complexities of operating across borders, currencies, and regulatory environments. However, addressing some of these challenges is possible by focusing on specific aspects of IFM. Accordingly, this report is a critical analysis and evaluation concerning the importance of IFM to Nestlé. These aspects include the company’s dividend distribution policy, adoption of the efficient market hypothesis theory, and methods of appraising projects. 
[bookmark: _Toc143947014]Nestlé SA Company
	Founded in 1866 in Switzerland, Nestlé is one of the world’s largest and most well-known MNCs in the food and beverage industry. It has grown into a global powerhouse with operations in almost every corner of the world. The company operates in 188 countries, offering a diverse product portfolio with over 2,000 brands (Nestlé, 2023). Nestlé has consistently demonstrated strong financial performance throughout the years. It has a solid market capitalization and is recognized as one of the world’s most valuable and profitable consumer goods companies (Khatun, Haque and Rahman, 2021). Nestlé’s track record and reputation suggest that it is proficient in managing the complexities of IFM as a global MNC. However, it is important to ascertain this proficiency through critical analysis and evaluation of its approach to dividend distribution, performance in financial markets, and methods of appraising projects. 
[bookmark: _Toc143947015]Dividend Distribution Policy
	Nestlé’s dividend distribution policy aimed to provide stable and attractive dividends to its shareholders while maintaining a strong financial position and supporting its growth strategies. The key components of this policy include dividend stability and growth. Nestlé’s dividend policy prioritizes providing its shareholders with a stable and predictable dividend. The company pays dividends once a year after approval by the Annual General Meeting (AGM) of shareholders. The inclusion of a stable dividend as a key feature of Nestlé’s dividend distribution policy reflects a strategic approach to shareholder value and financial stability. A corporation that pays stable dividends positively impacts the firm’s value and shareholder wealth (Farrukh et al., 2017). However, there are both benefits, and potential drawbacks associated with this approach. The main benefits include investor confidence, long-term focus, market volatility mitigation, and attractiveness to income-oriented investors. At the same time, the drawbacks associated with this approach consist of opportunity costs, limited flexibility, and inefficient capital allocation. Although Nestlé’s stable dividend policy aligns with its identity as a long-standing, established company that values consistency and sustainability, the potential challenge lies in balancing stability with opportunities for growth and innovation. The company’s ability to strike a balance between stability and growth will be crucial in effectively managing its dividend distribution policy.
	Even though stability is the key focus, Nestlé aims to achieve moderate dividend growth over the long term. Dividend growth is aligned with the company’s financial performance and available resources. For instance, its Board of Directors proposed a dividend increase of 15 centimes to CHF 2.95 per share to be paid in April 2023 based on the company’s 2022 performance (Nestlé SA, 2023). The concept of dividend growth in Nestlé’s dividend distribution policy is beneficial as it plays a crucial role in attracting investors, creating long-term value, hedging inflation, and aligning with earnings growth. However, this concept raises various issues, such as sustainability concerns, capital allocation challenges, opportunity costs, and dividend yield suppression. Therefore, the challenge for Nestlé lies in maintaining a balance between consistent dividend growth and the need for reinvestment in innovation and market expansion. The food and beverage industry are subject to changing consumer preferences and market dynamics (Maciejewski and Mokrysz, 2019). Nestlé’s ability to allocate capital effectively while delivering on its dividend growth commitment is crucial.
[bookmark: _Toc143947016]The Efficient Market Hypothesis Theory
[bookmark: _Hlk143702012]	The Efficient Market Hypothesis (EMH) theory contends that financial markets are efficient and that asset prices fully reflect all available information. EMH suggests that it’s impossible to consistently achieve above-average returns by using publicly available information since prices adjust instantaneously to new information (Brown, 2020). A critical analysis and evaluation of the EMH theory in the context of Nestlé’s operations involves evaluating the extent to which market efficiency accurately describes the behaviour of Nestlé’s stock prices and the efficiency of the market in reflecting all available information. In this regard, there is support for EMH in the context of Nestlé’s operations. This support is due to information availability, analyst coverage, and semi-strong form EMH. Nestlé is subject to significant regulatory and reporting requirements as a large MNC. Its financial statements, performance reports, and other relevant information are available to the public, contributing to market efficiency in terms of information dissemination. Nestlé is widely covered by financial analysts and experts. Their analyses and recommendations are published and available to investors. This information should be quickly reflected in an efficient market in stock prices. Nestlé’s stock prices might quickly adjust to new information, including earnings reports, product launches, regulatory changes, and market developments. The semi-strong form of EMH suggests that all publicly available information is rapidly incorporated into stock prices. 
	 However, the hypothesis is only partially applicable as many factors might not be fully accounted for by market efficiency. In particular, market efficiency may not fully account for longer-term factors such as consumer trends, brand loyalty, and innovation, even though EMH principles might apply to short-term price adjustments driven by immediate news and information. Behavioural biases and market inefficiencies also hinder the application of the EMH theory in the context of Nestlé’s operations. EMH assumes that investors are rational and make decisions based solely on available information (Liu et al., 2022). However, real-world investors can be influenced by behavioural biases, leading to market inefficiencies and mispricing’s. EMH doesn’t account for situations where mispricing’s occur due to market sentiment, speculation, or trading by institutional investors with access to advanced information (Bouattour and Martinez, 2019). Additionally, the global nature of Nestlé’s operations introduces complexities related to currency fluctuations, regulatory changes, and geopolitical events. These factors can create pricing inefficiencies that EMH might not fully capture. 
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	Nestlé uses internal rate of return (IRR) and payback period as the two main methods for appraising projects. IRR is the discount rate at which the NPV of a project becomes zero. Nestlé uses IRR to assess whether a project’s potential return exceeds the cost of capital. Projects with IRR higher than the company’s required rate of return are considered favourable. The payback period is the time it takes for a project to recover its initial investment. Nestlé uses this method to assess how quickly it can recoup its investment and start generating positive cash flows. These two methods are optimized to ensure that appraised projects contribute to the company’s commitment to creating shared value. A nutrition, health, and wellness strategy drives value creation for business and society at Nestlé (Espinoza-Orias, Cooper, and Lariani, 2018). A project’s ability to create shared value depends on its ability to deliver benefits to society, shareholders, and the business. Each method has its strengths and limitations, which are important to consider in the context of Nestlé’s project appraisal process. 
	IRR is advantageous because it reflects the time value of money, provides a percentage return, and has a clear decision rule. It considers the time value of money by discounting cash flows to determine the rate at which the project breaks even. This acknowledges that a dollar received in the future is worth less than a dollar received today. IRR provides a percentage return, making it easy to compare against the required rate of return or cost of capital. The drawbacks of IRR include reinvestment assumptions, failure to consider the scale of investments, and the emergence of multiple IRRs, which creates ambiguity in interpretation and decision-making (Mellichamp, 2017). The payback period method’s benefits include simplicity, risk reduction, liquidity improvement, and short-term focus. However, its limitations include the lack of decision criteria, restricted to the recovery period, and ignoring the time value of money. 
	Nestlé values both simplicity and long-term profitability in its project appraisal methods as an MNC operating in the consumer goods industry. While IRR provides a percentage return and considers the time value of money, it might face challenges in projects with complex cash flow patterns (Gallo, 2016). The payback period could be useful for Nestlé when liquidity and quick capital recovery are important. Still, it might not capture the company’s long-term growth strategies. Combining these methods might be beneficial in the context of Nestlé’s operations. The IRR can assess the potential returns, and the payback period can provide insights into how quickly the investment will be recouped.
[bookmark: _Toc143947018]Conclusion
  	Using Nestlé as a case study, this report has demonstrated the importance of IFM for MNCs. Nestlé’s commitment to IFM is evident through its dividend distribution policy, adherence to the EMH theory, and methods of appraising projects. The company’s stable dividend policy underscores its emphasis on providing predictable returns to shareholders while maintaining financial stability. The adoption of the EMH theory reflects Nestlé’s recognition of market efficiency. However, real-world complexities and behavioural biases may challenge its complete applicability. Nestlé’s use of IRR and payback period for project appraisal balances the need for simplicity and long-term profitability. These methods, while beneficial, also come with limitations that Nestlé must consider in its investment decisions. Overall, Nestlé’s approach to IFM exemplifies its dedication to creating shared value for society, shareholders, and the business. As Nestlé continues to navigate the challenges of the global market, its strategic focus on IFM remains a cornerstone for sustained success.
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