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[bookmark: _Toc99459673]Introduction 
In general terms, international financial management means controlling and managing the fiscal resources and operations of the organisation in the global business environment. In this report, the significance and importance of international financial management for the British Petroleum Corporation will be discussed along with the challenges which the organisation is facing in distinct international financial markets. Along with this, the theories and models for international financial management will also be discussed in the report. The “dividend distribution policy and the efficient market hypothesis theory” in the context of BP Corporation will be addressed in the report. 


[bookmark: _Toc99459674]Main Body
British Petroleum Corporation is one of the largest gas and oil organisations in the United Kingdom. The headquarter of the organisation is located at “London, United Kingdom”. The organisation was founded in 1909 by William Knox D'Arcy and Charles Greenway (Doherty and Smith, 2020). Initially, the organisation was known as Anglo-Persian Oil Company but in 1954, the name of the organisation was changed to British Petroleum. Currently, Bernard Looney is the CEO of the organisation who took all the major decisions related to the operations of the organisation in the UK’s marketplace (Lu et al., 2019). Presently, more than 58,000 employees are working in the organisation and in the year 2021, the organisation has generated more than 7.5 billion Euros as revenue from their trade operations in the UK and all across the world. 

The importance or significance of the “international financial management for the British Petroleum Corporation” is discussed below:
“Helps in computing exchange rates”: International financial management is very important for the British Petroleum Corporation for computing exchange rates. It is not straightforward or easy to calculate or compute exchange rates, but international financial management makes it feasible or simple to do so (Benkraiem et al., 2022). International finance aids in the calculation of the rate of exchange between different currencies of different nations and this makes it easier for the company to know the actual exchange rate. 
 “Helps in comparing inflation rates”: International financial management plays a very important role in British Petroleum Corporation in comparing inflation rates. This management is useful for evaluating inflation rates of different countries and after comparing inflation rates, it makes clear for the company to select whether or not to invest in foreign debt securities. 

The management of the fiscal resources of the organisation in the global business environment is known as “international financial management”. The British Petroleum Corporation is facing several issues or challenges in managing their business operations in different financial markets of the countries. The very first challenge which the organisation is facing in China is the higher import and export rates and taxes which are imposed by the Chinese government on the operations of the company in China (Shapiro and Hanouna, 2019). In China, there is a communist party and the market of the county is influenced and controlled by the Chinese government. So therefore, there is no free flow of trade. As a result of this, the government imposed the rates and taxes as per their interest. Due to the higher and not fixed export, import and tax rate which is around 25%, the British Petroleum Corporation is facing several issues in managing their business operations in China (Dang et al., 2019). The company has to pay higher taxes on their profits which in turn reduce the income margins of the organisation. As a result of lower income margins, the company is facing issues in competing with their rivals in the Chinese marketplace. 
The theories for the international financial management are addressed below:
 “Theory of Absolute Advantage”: Absolute advantage is an economic term which refers to the organisation's dominant production capacity (Dean et al., 2020). In other terms, it refers to the ability of the organisation to produce a certain service or goods at reduced rates or cost than other parties or competitors in the market. 
“Theory of Comparative Advantage”: This theory states the ability of the organisation to produce or manufacture a particular service or goods at a reduced opportunity cost than their competitors in the market. 
The biggest advantage which the British Petroleum Corporation will get by implementing or using the absolute advantage theory is that it will enhance the overall productivity and efficiency of the organisation which will provide the firm a competitive edge over their competitors in the global and UK’s marketplace (Divyashree, 2019). On the other hand, it has a major drawback; this theory can be potentially dangerous for the BP Corporation as it focuses only on the single commodity. Apart from this, by implementing comparative advantage theory, the BP Corporation can produce the services or products at the lower or reduced rates which in turn enhance the income margins of the organisation. But there is a condition; the BP Corporation is only able to manufacture the products at lower or reduced rates only if they have the supply of cheaper raw materials. So,by implementing these international financial management theories, the managers of the British Petroleum Corporation can effectively manage and allocate their fiscal resources which in turn enhance the overall efficiency and productivity of the organisation.  

British Petroleum Corporation follows a simple and straightforward dividend distribution policy to pay the dividends to their shareholders. The board of directors of the organisation decides the dividend’s levels as per the results of the financial performance of each quarter (Shapiro and Hanouna, 2019). In the normal circumstances, the dividends are paid to the shareholders of the organisation within eight weeks from the declaration or announcement. But the timing and amount of the dividends can be changed at any moment without any prior notice. The company pays the dividend for each share; therefore, the amount a shareholder will receive in terms of dividends depends on the number of shares the individual holds. The British Petroleum Corporation pays dividends four times to their shareholders in a single financial year. In the first quarter of 2019, the organisation has paid £0.61 per quarter in terms of dividends and in total the company has paid £2.44 per share dividend to their shareholders in the UK’s marketplace. On the other hand, in the year 2020, the organisation has paid £0.625 in the first and second quarter while in the third and fourth quarter; the organisation has paid £0.31. Therefore, in total the BP Corporation has paid £1.87 dividends per share to their shareholders in the United Kingdom. Contrastingly, in the year 2021, the organisation has paid £1.29 dividend per share to their shareholder which is comparatively higher than its competitor SHV Energy. The SHV Energy has paid £0.04 (Stockwell, 2020). The current dividend yield of the British Petroleum Corporation is 4.16% which helps the organisation to attract new investors from the UK’s marketplace which is significant for the further development and expansion of the organisation. The payout ratio of the British Petroleum Corporation is 14% as the organisation has generated more than £150 billion income from their operations in the year 2021. 

 “Efficient Market Hypothesis (EMH)” is an investing theory which clearly states that the organisation’s share prices or values must reflect and display all information. As per this theory the company's shares must trade at the fair value on the different exchanges of the country. By showing or displaying all the information with their shares values on the exchange rates of the UK, the BP Corporation can build a strong goodwill in the market (Divyashree, 2019). At the present value the stock price of the British Corporation on the London Stock Exchange is £386.40 while the market capitalization of the organisation in the month of March 2022 is £101.84 billion. In the last year, the organisation has given 21.71% return to their investors or shareholders (Acquah-Andoh et al., 2019). Customer or investor’s perceptions are one of the most important factors which affect the share value of the organisations. Suppose, if the organisation has a strong goodwill of giving higher returns to their shareholders in the marketplace, then the investors or shareholders will but the share of the company in the market dumps as they have a believe that, by investing in this particular company the capital will be remain safe and the company will give them a higher return on their investments in future. This type of investor perception will be made only if all the actual and real information about the operations of the organisation can be assessed by the shareholders or investors. Therefore, with the help of efficient market hypothesis approach the British Petroleum Corporation can attract new investors from the market, as these investors can access all the information related to the operations of the firm. New investment will help the firm to effectively expand their business all across the world. As well as it will help the firm to compete with their rivals in the market.

For appraising the projects, the managers of the British Petroleum Corporation calculate the Net Present value of the particular’s projects. In general terms, the net present value is a capital investment metric which is used by the managers of the British Petroleum Corporation to calculate or measure the “current value of the future stream of payments”. Among the other investment appraisal methods such as Payback Period, Internal rate of return and so on, the NPV is consider as the most efficient and effective method as it includes into consideration the “time value of money”.  The biggest advantage which the BP Corporation receives by using this method is that the managers of the organisation can calculate or determine the amount which the organisation will receive in future by investing in the particular project (Shapiro and Hanouna, 2019). On the other hand, the biggest drawback of this method is that it is not useful for comparing the projects of distinct sizes as the smaller projects will generate smaller returns while the bigger projects will generate higher returns.  Along with this, the organisation also calculates different investment appraisals methods such as “Payback Period, Internal rate of return and so on” for analysing the profitability of the projects. For analysing the effectiveness and profitability of the Manuel Project, the managers of the BP Corporation have calculated the “NPV, Payback Period and Internal Rate of Return” withg the help of the different investment appraisals methods, the managers of the BP Corporation effectively allocate the fiscal resources of the organisation which provides them a competitive edge over their rivals in the different marketplaces of the world. 



[bookmark: _Toc99459675]Conclusion 
In this report, the significance of “international financial management” for the British Petroleum Corporation is briefly addressed with the challenges which the organisation is facing in distinct international financial markets of the world. The “dividend distribution policy and the efficient market hypothesis theory” in the context of BP Corporation is also discussed in the above report. With the help of discussed theories of financial management, the managers of the firm can effectively allocate the fiscal resources of the firm which in turn enhance the revenue margins of the organisation.   
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