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Executive Summary
The report mainly focuses on the significance of financial management in an organisation. It will follow Tesco Plc and discuss all the essential aspects related to financial management. The report will consist of an analysis of the Tesco’s dividend distribution policy as well as the company's relation to the efficient market hypothesis theory. It will discuss the project appraisal methods used by Tesco Plc as well.
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[bookmark: _Toc129802859]Introduction
Financial management is essential for any kind of business as it helps the business to utilise its financial resources effectively. If the business does not manage its finances properly, it could potentially lead to a financial crisis for the company. A large company that operates on an international level require special attention toward financial management. On an international level, there are various factors influencing the finances of a company. The business needs to navigate through those factors with the help of financial management. This report will primarily follow Tesco Plc as they operate on an international level and explore how they manage its finances. It will discuss their dividend distribution policy as it will help get a better understanding of their funds. This report will also explore the efficient market hypothesis theory and its implications for Tesco Plc. Various project appraisal methods used by Tesco Plc are discussed in the report as well.
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[bookmark: _Toc129802861]Overview of Tesco Plc
Tesco Plc is considered to be one of the largest multinational companies globally as it operates in a lot of countries. The company was founded in 1919 by Jack Cohen and its initial operations began with selling groceries in Hackney, London. The company grew exponentially throughout the years currently owning more than 4500 locations including supermarkets. The company sells a significantly wide range of products in their supermarket. However, their speciality is selling groceries as in the UK they are the market leader in groceries with a market share of 28%. According to Chen (2022), Tesco earns a lot of revenue from its operations as they are listed as the 9th largest company in terms of revenue. The company is very famous across the globe known for its high-volume and low-cost concept. The company is known for their general merchandise as they offer a variety of service to its customers. The company operates on an international level and holds a massive number of financial resources. They prioritise their financial management as it is contributing factor to their success. The company is a public limited company and its stock is listed on the London stock exchange (Catalão, 2022).
[bookmark: _Toc129802862]Dividend distribution policy
Since Tesco Plc is a public limited company, the company heavily relies on their public shareholders for their funds. The company pays a portion of their profit to the shareholders based on the dividend distribution policy adopted by the company (Moura, 2021). Tesco Plc pays a dividend to their shareholders twice a year. Tesco Plc has a dividend distribution policy that aims to provide stable and sustainable returns to its shareholders. The company believes in paying out a proportion of its profits as dividends while retaining sufficient funds to support future growth and investment opportunities. Tesco's dividend policy is to pay a final dividend which reflects the company's full-year results, in addition to interim dividends that are paid out during the year. The level of dividends is determined by taking into account various factors related to the company's performance (Pattiruhu and Paais, 2020). Tesco's commitment to paying dividends and maintaining a strong balance sheet has helped the company to attract and retain investors, while also demonstrating its long-term financial stability.
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[bookmark: _Toc129802864]Synopsis of the theory
The Efficient Market Hypothesis is a concept where the financial markets are considered efficient meaning that costs of securities always reflect all available information. The EMH suggests that because there are many participants in the market who have access to the same information, any new information will quickly be incorporated into the current price of a security (Rossi and Gunardi, 2018). Therefore, it is not possible for stockholders to steadily achieve returns that are higher than the regular market returns over time. The EMH is widely questioned in the finance industry, with some people arguing that it is an accurate representation of financial markets, while others oppose that there are opportunities for investors to achieve higher returns through active trading or analysis of market trends.
[bookmark: _Toc129802865]The implications of the Theory on Tesco Plc
Considering the Efficient Market Hypothesis, Tesco's stock performance can be seen as a reflection of the information available to investors. In an efficient market, the stock price should reflect all publicly available information about the company, including financial statements, market trends, and other relevant factors (Buckle and Thompson, 2020). Therefore, any movements in Tesco's stock price can be seen as a reflection of changes in the company's fundamentals or broader market conditions, rather than any mispricing that could be exploited for profit.
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Tesco Plc is one of the biggest companies across the globe and they are running successfully due to its effective financial management. The company have expanded their operation and invested in diverse projects over the years. One of the contributing factors to their success is their effective decision-making. The company is very large in scale and has sufficient financial resources to invest in new projects (Evans and Mason, 2018). However, if the decision-making is ineffective and not based on proper analysis, it could have severe negative implications for the company. Tesco ensures all their financial decisions are based on proper analysis of their options. Project appraisal methods help evaluate the projects available for investment and find if they are profitable in the long run. There are various methods of project appraisal with each highlighting a specific aspect of the project. Tesco utilises a combination of four effective methods to analyse its projects,
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Net present value is a very reliable methods to project appraisal as it helps find the future value of the project. The method is grounded on the perception of the present value of money and the concept posits that the value of money changes over time. This method helps find the true value of the projects in the long term and its potential profitability (Marchioni and Magni, 2018). Tesco utilises this method to analyse its projects to find their future value. If the NPV of the project is high, it is beneficial for the company.
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The payback period is one of the most basic methods of project appraisal and is used commonly for comparing projects. This method helps find the amount of time it requires for the project to turn profitable. The method helps calculate how much of the initial investment is repaid each year and the year the entire initial investment is paid back completely (Yasar et al., 2020). This method is not highly effective on large-scale projects of Tesco Plc. However, it provides a general idea of when the project turns profitable which could be useful.
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The internal rate of return method of project appraisal operates on the same concept as net present value. However, the IRR primarily focuses on the return obtained from the project. It is very useful to get an accurate estimate of the profitability of the project (Chang and Swales, 2021). It is one of the core methods used by Tesco plc of analysing their projects effectively. This provides an accurate estimate excluding the external factor which can help in financial decision-making.
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Utilising the profitability index is also an effective method of analysing projects. This method is very reliable and accurate as it uses future cashflow and initial investment. This method calculates various aspects of the project to determine its profitability index. Then the project can be compared and contrasted with other projects to determine which project is more beneficial. Tesco utilises this method to measure their project to find the most profitable project they could invest in. 

[bookmark: _Toc129802871]Conclusion
This report concludes that financial management is vital for businesses operating on an international level. Tesco is one of the largest retail companies in the world and they manage their financial resources effectively. Tesco follows a dividend distribution policy that allows them to pay dividends twice a year. The report also helped me understand the efficient market hypothesis and how it applies to Tesco plc and its stock. The theory explained the nature of shares and how they reflect on the current market. It also posits that the stocks are always priced fairly due to them retaining their market value on the exchange. This report also explored all the methods used by Tesco Plc to value their projects. The main methods used for project appraisals are payback period, internal rate of return, net present value, and profitability index. Each method highlights an essential aspect of the project with helps determine the worth of the project effectively. Tesco utilises a combination of all the mentioned methods for their project appraisal.
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