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[bookmark: _Toc133852313]Introduction 
Over 60 countries around the world are served by the multinational British bank and financial services provider HSBC Holdings. The success of HSBC, one of the biggest banking and financial services companies in the world, depends significantly on its capacity to negotiate the challenging terrain of the world's financial markets (Hsbc.co.in, 2023). This essay will analyze and critically assess the significance of worldwide financial management to HSBC as well as any potential difficulties the company may be running into in various international financial marketplaces. With empirical data based on HSBC, the discussion will be supported by pertinent international finance management theories. Additionally, the essay will evaluate the efficient market hypothesis theory in light of HSBC's operations and critically assess HSBC's dividend distribution policy.
[bookmark: _Toc133852314]Critical evaluation of dividend distribution policy in IFM
It is impossible to exaggerate the significance of "International Financial Management (IFM)" to HSBC Holdings. HSBC must negotiate the complexity of multiple financial markets, currencies, and regulatory frameworks because it is an international firm with operations in over 60 nations. One of the biggest problems HSBC is dealing with is "exchange rate risk," which has an impact on the value of the company's foreign currency-denominated assets and obligations. As per the suggestions of Kapmeier et al. (2021), the "international Fisher effect" hypothesis suggests using techniques like "currency hedging" and "netting" to mitigate this risk, which HSBC does. On another hand, Verdier (2020), stated that success of HSBC also strongly depends on its capacity for making wise investment choices. According to the "international capital budgeting" idea, HSBC employs a variety of "capital budgeting techniques" to evaluate possible investment possibilities, including "net present value," "internal rate of return," and "payback period".
Investors and analysts have expressed interest in learning more about HSBC's dividend distribution practices. As per the suggestions of Agačević et al. (2019), it is a business policy to distribute a dependable and growing dividend to shareholders. Over the years, HSBC's dividend payments have remained largely consistent; in 2020, the company will pay $0.51 per share. However, the company's dividend payout ratio has been increasing, and it will reach 55.4% in 2020 (Hsbc.co.in, 2023). This could make investors wonder whether future dividends will be sustainable. As observed by Verdier (2020), the "dividend irrelevance theory" can be used to assess HSBC's dividend strategy. According to this argument, a company's dividend policy has no impact on its value since investors can sell part of their shares to get the dividend distribution they want. Despite the fact that HSBC's dividend distribution policy has remained largely stable, the growing pay-out ratio may raise questions about the sustainability of future dividends. The right level of dividend distributions may need more investigation and appraisal of the company's financial situation and investment options.
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Figure 1: Classification of selected hypothesis theory 
(Source: Self-developed)
It is impossible to outperform the market by employing any kind of analysis or insider knowledge, according to the “Efficient Market Hypothesis (EMH)”, which contends that stock prices always represent all information that is currently accessible (Dalla Vecchia and Etges, 2021). The EMH hypothesis suggests that, in the case of HSBC Holdings, stock prices always represent all information that is readily available, including details about the company's activities, financial situation, and the market environment globally.  According to the EMH hypothesis, HSBC's financing choices may not have an impact on the stock price since the market will always have previously factored in all available information. This means that contrary to what the "Modigliani-Miller theorem" suggests, a company's decision to issue debt or equity may not have an impact on its cost of capital or stock price.
As per the observation of Hallak (2022), it could be essential to do further research and gather empirical data to assess the EMH hypothesis in the setting of HSBC. It is possible to analyze the company's stock prices and financial statements using a variety of methodologies and approaches, including "technical analysis," "fundamental analysis," and "event study analysis". These techniques can be used to assess market efficiency and determine whether the EMH theory applies to HSBC. As per the suggestions of Shehryar et al. (2022), According to the EMH hypothesis, HSBC stock prices always represent all information that is accessible, making it impossible for investors to outperform the market. To assess market efficiency and determine if the EMH theory is accurate in the case of HSBC, more research and empirical data may be required. 
“The Modigliani-Miller, Event Study Analysis, and Efficient Market Hypothesis theories” have a big influence on HSBC Holdings' international financial management. The “Efficient Market Hypothesis” holds that investors cannot outperform the market by examining the company's financial statements or utilizing insider information since the stock prices of HSBC always reflect all information that is publicly accessible (Brusov et al. 2022). As observed by Brusov and Filatova (2021), the Modigliani-Miller theorem suggests that a company's financing decisions may not have an influence on its cost of capital or stock price, but event study analysis may be used to assess how a specific event, such a financing decision, would affect a company's stock price. HSBC can make wise judgements about its financing and investing strategies in various global financial markets by grasping and putting these theories to use.
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Issues and challenges faced by HSBC 
HSBC Holdings encounters a variety of difficulties in diverse international financial markets, including legal and compliance requirements, risks associated with currency exchange, political and economic unpredictability, and cultural variances. Each country has its own set of rules and laws, and adhering to them may be difficult and expensive, requiring a lot of resources and knowledge. Because of exchange rate variations, which might have an impact on the company's financial performance, it also confronts foreign exchange risks. As per the suggestions of Abou Saleh and Al Tuwaijri (2022), the activities, investments, and profitability of the corporation may also be impacted by the political and economic unrest in other nations. Additionally, the ability of the business to build and maintain relationships with stakeholders, including customers, employees, and employees, can be impacted by cultural differences in various regions. In order to succeed in various global financial markets, HSBC must properly address these difficulties. [Referred to Appendix 1]
On the other hand, as per the suggestions of Georges et al. (2019), for HSBC Holdings, project appraisal is a crucial component of international financial management. The business uses a number of techniques, including “Net Present Value (NPV)”, “Internal Rate of Return (IRR)”, and “Payback Period", to assess the viability of various initiatives. As observed by Li et al. (2019), NPV, a popular technique for project evaluation, compares the present value of anticipated cash flows to the initial investment. While a negative NPV suggests that the project is not profitable, a positive NPV suggests the opposite. Another technique is the IRR, which determines the discount rate that will cause the net present value of the project's cash flows to equal zero. A project with a greater IRR is likely to be more successful (Dobrowolski and Drozdowski, 2022). The payback period is the length of time needed for the project's anticipated cash flows to repay the initial expenditure. A speedier return on investment is indicated by a payback period that is shorter.
Application of theoretical models to appraise projects for HSBC
As per the suggestions of Zioło et al. (2023), usage of theoretical models to evaluate projects, HSBC can decide wisely on investment and finance plans and increase the value of the business for its stakeholders. These models offer a framework for analyzing the best capital structure, risk exposure, and probable financial results of a project. According to the “Corporate Value Model”, a project is worth the whole of its projected future cash flows, discounted to the present value. Using this model, HSBC can evaluate the project's profitability and spot any risks. The cost of capital for a project in several international marketplaces is calculated using the international cost of capital model. For HSBC to comprehend the cost of capital in various nations and make educated judgements on investment and financing methods, this model is crucial.
[bookmark: _Toc133852317]Conclusion 
Considering the overall discussion it can be concluded that global firms like HSBC Holdings depend heavily on successful international financial management. The usage of multiple theories described in the above section has effectively allowed us to gain insight and develop the overall financial management activity. Usage of the “Modigliani-Miller theorem” assisted HSBC to make decisions that have an impact on its cost of capital or stock price. In diverse international financial marketplaces, the corporation must contend with a number of difficulties, such as legal constraints, currency risk, political and economic unpredictability, and cultural variances. HSBC uses a number of theoretical models and frameworks, including efficient market hypothesis theory, dividend distribution policy, and project assessment procedures, to address these difficulties successfully. HSBC may decide on investment and financing strategies, maximize profits, and provide value for its stakeholders by carefully assessing various approaches and ideas.
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