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[bookmark: _Toc100955714]Introduction 
International financial management is considered as a management process in which the company opt to manage its finance in the international market (Fakhry, 2016). It involves trading, FDI as well as exchange of foreign currencies. In this report, the consideration of AstraZeneca PLC will be done which is a UK based MNC in the pharmaceutical and biotechnology industry. The headquarters of the company is located in England. The annual revenue of the company in 2021 was reported to be over $37.4 bn (Astrazeneca.com, 2022). It is among the largest pharmaceutical companies across the globe. In this report the analysis of the significance of IFM will be done along with the challenges that companies like AstraZeneca face in terms of international financial markets. The dividend distribution policy of AstraZeneca will also be explained aligning with market hypothesis theory. 
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In the ever-changing globalised era, the financial crisis and fluctuation in the business environment of the companies makes the financial management a complex process. International finances management tends to play a crucial role in international trading as well as the exchange of product and services in the international markets. It helps in the calculation of exchange rates of currencies of different nations. It also allows the corporations to compare the inflation rates of different countries and get an insight of the investing in “International debt securities”. The implementation of “International Financial Reporting System (IFRS)” helps in facilitating the comparison of the financial statements which are made by a range of countries (Fakhry, 2016). IFM allows the companies to gain a proper understanding of basic international organisations as well as maintain a proper balance among them which ensures globalisation of firms. IFM is also highly significant in terms of ensuring growth of world trade as well as the development process of nations. 

There are a range of challenges which the company needs to face when operating its businesses in the international financial markets.  One of the major challenges is related to the changes in the foreign laws and regulation. When a company operates in the global market, understanding different policies and regulations of different countries in which it is operating becomes important (Næss, 2020). A comprehensive understanding of the laws and regulation of the target market is crucial which comprises tax implications through trading laws, legal requirements, trade agreements, tariffs as well as other legal costs which are associated with the new markets. It also becomes highly challenging yet crucial for the company to understand the employment and labour requirements which also different by nations.  

Apart from that setting the product prices and pricing strategies is also a challenging factor while operating in the global market. The company needs to consider the costs which remain competitive while gaining profits. A thorough research regarding the process of local competitors allows the companies to benchmark. 

In addition, fluctuation in the currency rate is also a challenging factor which MNCs like AstraZeneca must face while operating in the global market (Astrazeneca.com, 2022). Monitoring the exchange rates of the different markets becomes crucial; however, volatility in the global economy makes it difficult for the companies to forecast profits, especially when the fluctuation in the rates is highly unpredictable. 

AstraZeneca is one of the well-known MNC in the biotechnology and pharmaceutical industry across the globe. The company has an effective dividend distribution policy; the aim of the board of directors is to strike a balance between the company’s interest, their financial creditors as well as shareholders. The company ranked 7th position in the FTSE listed companies with a score of 3.30 (Astrazeneca.com, 2022). It depicts the strong performance of the company in terms of corporate governance, R&D, and product delivery. The dividend rate of the company is also attractive that is 1.453 GBP, 1.970 USD and 18.00 SEK. The board of directors has proposed to offer a second interim dividend of over $1.97 which is to be paid on 28th of March 2022. It provides a $2.87 full-year dividend (Astrazeneca.com, 2022). The company has a dividend cover ratio of over 0.03:1 in the year 2021, which is 0.9:1 in 2020. In terms of Core Earnings per share, the company has a dividend cover ratio of 1.84:1 in 2021 which was 1.44:1 in the year 2020 (Astrazeneca.com, 2022). It shows that the board of directors intends to grow dividends sustainably through a consistent and progressive dividend policy. 





To strike a balance between the interests of its stakeholders, the company also consistently reviews its distribution policy and financial strategy. With respect to business investment, the company requires to fund progressive dividend policy and consistently meet its debt service obligations. The board of directors of AstraZeneca believes that is beneficial and appropriate for the company to continue its suspension of share repurchase program that was announced in the year 2012. The company also reviews its distributable reserves annually that support the dividend payments. In 2021, the PL account reserve of the company reported over $11,563 million available for distribution which is also subject to filing the financial statement with “Companies House”. While undertaking the distribution process with the shareholders, the company also ensures the profits which are available for distribution referring to guidance on realised and distributable profits under the “Companies Act 2006” (Astrazeneca.com, 2022).  

Market hypothesis is considered as an investment hypothesis which is based on the belief that the prices of the financial assets like stocks of the company tend to reflect all the required information as well as the consistent alpha collection is impossible. As per the theory financial assets like stocks are traded at the fair value which makes it impossible for the investor to buy undervalued stocks for the inflated prices. In addition, the outperformance of the overall market with the help of expert stock selection is also impossible. The only way the investor can strive to generate higher returns is by undertaking high risk investments. There are 3 levels of EMH which are strong, semi-strong and weak. 
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Figure 1: Market hypothesis
(Source: Rossi, 2015)


In the case of strong EMH, all the data of both public and private companies is discounted in the current price of the strokes. In such cases, the EMH depicts a perfect market where the investors do not have any edge over the market. It makes it practically impossible to ensure higher returns as compared to the market benchmark (Rossi, 2015). 

On the other hand, in semi-strong EMH, it is considered a highly plausible scenario, where the semi-strong EMH states that the relevant public information reflects the price of strokes which is picked up as well as processed by the market participants so that the development of a new equilibrium can be done. This results in new values for supply and demand. 

There are a range of methods that can be implemented by AstraZeneca for evaluating their projects in order to make informed investment decisions. The company strives to consider economic analysis within which they can understand the requirements for raw materials, capacity utilisation, estimated sales, and expenses with probable profitability. Under this method the calculation of required sales in order to generate targeted profitability is done. The demand for a specific product is also estimated by the company to understand the anticipated sales volume (Næss, 2020). 

AstraZeneca also conducts financial analysis for the appraisal of its projects. Finance is considered a significant prerequisite that helps establish a company. The cash flow statement of the company helps them determine the overall inflows and outflows of cash so that smooth functioning of operations can be ensured (Astrazeneca.com, 2022). Apart from that the NPV method is also implemented to understand the cost, benefits and cash flows of several projects so that investment on profitable projects can be done. The company also opted to implement a benefit cost ratio which helps them determine the discounted cash inflows and outflows. 

In addition, the company also opted to implement the IRR method which is a metric utilised in the financial analysis that allows the company to estimate its profitability of the projects and or investment. AstraZeneca undertakes the IRR value into the consideration which allows them to make informed decisions regarding a particular project. 
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In conclusion, it can be stated that it is important for the companies like AstraZeneca to understand the importance of effective international finance management so that they can operate in the international market in a more effective manner. Apart from that, the implementation of a range of methods for dividend distribution, stock performance as well as project appraisal also allows the company to perform well in the global markets. 
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