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[bookmark: _Toc140058519]INTRODUCTION
Financial management refers to planning, organizing, directs and controls financial activities like procurement as well as utilization of funds. International financial management refers to managing financial activities in relation to global context. It includes investing foreign market, managing foreign market risk and following international financial regulations. For this report “Unilever” is chose for case study. It is multinational consumer packaged Product Company. It was founded in 1929 by Lever brothers and Margarine Unie line (Madura, 2020). In this report it will discuss about international financial management of the company. The report aims to discuss about challenges and theories. It will also discuss methods of appraising project used by company. 
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[bookmark: _Toc140058521]Importance of international finance management
International finance management is also called as international finance. It is management of finance in international business environment. It is related to acquiring funds in optimum way to maximize shareholders and their wealth. There are many factors involves in financial management such as political situation, currency, diversified opportunity set, imperfect market. It is one of the determinants of the Unilever’s success. It plays important role in suggesting higher level management effective solution for range of financial professionals and problems. It provides financial position of Unilever and makes it easier for management to assess the performance and make proper decision making (Shapiro and Hanouna, 2019). It helps company in generating funds from external as well as internal sources. Aim of international finance is to obtain funds at lowest possible costs. It is concerned with acquiring of funds to maximize the wealth of stakeholders. It helps Unilever in connecting with international partners such as suppliers, lenders, customer etc. It provide company greater comparability with other companies. It also helps Unilever in making better decision making about investments. With rapid move towards globalization, international fiancé helps company in growing magnitudes. It helps Unilever in raising funds in international trade and effectively managing capital. It provides specialization of products and services of the organization. It helps Unilever in opening new economies. It helps in globalization and also emergence of fresh form of business. 
Dividend distribution policy
Dividend refers to distribution of company’s earnings for its shareholders as well determined by company’s board of directors. It is usually distributed quarterly in form of cash or reinvestment in some stock. Dividend distribution policy refers to distribution as per recommendations of Board and is decided in annual general meeting (AGM) of shareholders. It outlines how dividend will be distributed to shareholders. Unilever’s final dividend is declared in its annual general meeting and amount of dividend must not exceed as recommended by directors. The organization use companies act to decide dividend.  Unilever’s dividend distribution policy make sure that company returns cash from its operations which is more than its foreseeable and immediate needs back to shareholders over long-term (Pinto, and et. Al, 2020). Unilever believes in continuous value enhancement of shareholder and seeks to pay sustainable, attractive and growing dividend to shareholders of the company. Board of directors of the company many consider situation prevalent at relevant point of time, then propose only if dividend requires to be declared as well as rate at which it is to be declared. They take decision of both interim dividend and final dividend based on performance of Unilever. Unilever provide dividend out of its current year’s profit after tax. 
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Following are the challenges of organization in different financial market are:-
Language barrier: Unilever is engaged in international business and is crucial challenges faced by it. It is important for company to consider all the languages spoken by different employees in different international offices. 
Foreign exchange risk: it is financial loss that is result of fluctuations in exchange rates of currency. Exchange rates fluctuation in international market leads to risk of financial loss of Unilever (Mosteanu and Faccia, 2020). 
Political risk: it refers to challenges faced by company due to political events like changes in regulations, insecurity and government policies. Change in political, laws, relationship with countries and policies affects the financial management of Unilever, 
Cultural differences: it has different approaches to finance, risk and business. Each country has its own traditions, art, food, social norms etc. integration of multicultural may leads to miscommunication and leads to financial crises. 
International financial regulations: every country has own position of financial regulations. Non compliance of international financial regulations by Unilever may face various challenges in supervision and regulations or change in financial intermediation.
Economic insecurity: this condition may vary greatly across regions and countries. It has adverse impact on Unilever’s economic growth. 
The efficient market hypothesis theory
This theory states that new information comes into market, it immediately reflects in stock price. It is neither fundamental nor technical analysis may generate excess return. This theory states that share price reflects information as well as consistent alpha creation is impossible. It states that stock is traded at fair value and makes it not possible for investors to sell stock at inflated price or purchase unvalued stock. This theory argues that present stock price reflects existing available data, making fairly valued currently. It is based on assumptions that outperforming market by market timing or stock picking is highly unlikely. There are three types of efficient market hypothesis: weak form, semi strong and strong form efficient market hypothesis (Ehiedu and Obi, 2022). This hypothesis helps Unilever in asset pricing models. In the there is no requirement of government intervention as stock price is automatically adjusts. It helps traders of Unilever to trade stocks at fair value. It eliminates the probability of beating market, as any information obtainable to trader is already incorporated in market price. It argues that markets are efficient and leaves room for excess profits because everything is accurately and fairly priced. It helps Unilever in maintaining quality of products also at decreasing production costs. It helps Unilever in presenting prices of all financial instruments that will reflect all market information.
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Interest rate parity: the theory states that interest rate differential among two countries must be equal to percentage difference between spot exchange rate and forward exchange rate. The theory states that there are no restrictions for shifting money from one currency/country/economy to another. When currency and money market are in equilibrium and interest rate differential must be equal to 5 differences in spot exchange and forward exchange (Eng, Lin and Neiva, 2019). 
Purchasing power parity: this theory helps in determining spot rate. There are two kind of PPP: - relative form of PPP and absolute form of PPP. Absolute form states that commodity costs same regardless of where currency is sold and what currency is purchased. It is very straight forward concept. Relative form is expansion of traditional PPP; it includes change in price rises over time.
Fisher effect: change in expected inflation rate may cause same proportionate change in nominal interest rate. In this there is no effect on needed real interest rate. This theory states the relationship between inflation, real rates and nominal rates. This theory helps in careful review of relation among interests and inflation. It can be stated that investors are eventually concerned with what all they can purchase with their money, need compensation for price rise. Nominal rate refers to rate at which money is rising. It is called as it is not been adjusted for inflation. Real return is without inflation. 
International fisher effect: the theory states that country with higher interest rate will have higher rate of inflation and eventually it will cause depreciation in currency. The relationship is expressed in equality among expected % change in exchange rate. The difference between two countries rate of interest is divided by 1 + interest rate of second country. 
Project appraisal
It refers to process of assessing, within structured way, case for happening with proposal or project and project’s viability. Project appraisals for finance are done using five methods: economic analysis, market analysis, financial analysis, managerial competence and technical feasibility. In economic analysis Unilever takes into account capacity utilization, raw material requirement, expected cost, expected sales and plausible profits. Unilever will ascertain profit volumes and would determine by purchase, sales and expenses. Financial analysis will be done by Unilever by assessing working capital and fixed capital to determine the financial viability. Market analysis in Unilever is done by understanding demand. It can be forecasted using opinion poll method and life cycle segmentation (Vernimmen, Quiry and Le Fur, 2022). Technical feasibility is done by Unilever to assess sufficient know-how. Unilever assess the competence of talent or management to promote the success of company. approaches that can be used by Unilever for project appraisal for international finance management is accounting rate of return, payback period, internal rate of return and net present value.
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It can be concluded that international financial management plays an important role in an organization. It can be said that it helps company in acquiring and managing money. It provides insights to critical decision making and also helps in allocation of funds. It is a crucial tool to determine exchange rate, comparing inflation rate and get idea related to investing international debt securities, judge foreign market and economic status of other countries. 


[bookmark: _Toc140058525]REFERENCES
Books and journal
Ehiedu, V.C. and Obi, K.C., (2022). Efficient market hypothesis (EMH) and the Nigerian stock exchange in the midst of global financial crises. International Journal of Academic Management Science Research (IJAMSR). 6(8). pp.263-273.
Eng, L.L., Lin, J. and Neiva de Figueiredo, J.,(2019). International Financial Reporting Standards adoption and information quality: evidence from Brazil. Journal of International Financial Management & Accounting. 30(1). pp.5-29.
Madura, J., (2020). International financial management. Cengage Learning.
Mosteanu, N.R. and Faccia, A., (2020). Digital systems and new challenges of financial management–FinTech, XBRL, blockchain and cryptocurrencies. Quality–Access to Success. 21(174). pp.159-166.
Pinto, and et. al (2020). Bibliometric study on dividend policy. Qualitative research in financial markets. 12(1). pp.72-95.
Shapiro, A.C. and Hanouna, P.,(2019). Multinational financial management. John Wiley & Sons.
Vernimmen, P., Quiry, P. and Le Fur, Y., (2022). Corporate finance: theory and practice. John Wiley & Sons.




2

