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[bookmark: _Toc110606496]Introduction 
The objective of this assessment is to go through the roles that IFM plays in a Multinational Corporation, the dividend distribution policy of Coca-Cola which is also an MNC, analyze the Efficient Market Hypothesis of the company, and suggest one of the methods of the company's project appraisal. Also, the recent issues faced by the MNCs and Coca-Cola, in particular, will be discussed too.
International Finance is an evaluated topic of financial management that a company uses on a global basis to deal with several risky tasks and decisions. A company's financial decision-making is very important to achieve success, so risk management is key and, in this case, IFM works well. 
Coca-Cola, or Coke, is a carbonated soft drink manufactured by the Coca-Cola Company. Originally marketed as a temperance drink and intended as a patent medicine, it was invented in the late 19th century by John Stith Pemberton in Atlanta, Georgia. Coca-Cola is a multinational soft drinks manufacturer which has its headquarters in Georgia, USA but the company is the most famous soft drink brand in the UK. The company is also said to have several factories in the UK where the bottles containing Coca-Cola’s soft drinks are produced (Ccep, 2022).   
[bookmark: _Toc110606497]Importance of IFM in MNCs
IFM is very important for those MNCs that operate in domestic as well as foreign markets significantly and manage to generate a high share of the revenue from overseas. Some importance of IFM include-
a. IFM allows the MNCs to understand the complexities of the international financial market and make investment and economic decisions accordingly (Bekaert and Hodrick, 2017). 
b. IFM also takes into account the multi-currency problem and foreign direct investment problem. This helps the leaders and management group of the companies to act accordingly keeping an eye on these issues (Atrill, 2017). 
c. There are several institutional, economic, and legal barriers to an MNC. IFM in the MNCs provides proper ideas about how to tackle these issues. Changes in tax policies, the balance of payment crises, etc. are dealt with by the IFM of an MNC. 
d. Internal problems like working capital management, sources of financing, etc. are also solved by the IFM of Multinational corporations. These effects will be seen more if the overseas activities of an MNC increase.
International Financial Management has helped Coca-Cola a lot. The company has managed the margin of sales as well as expanding the current portfolio. The company has also been able to manage its costs even in these recent years as rising inflation has hit the UK households in this covid-hit period. Multiple levers have been used by Coca-Cola to mitigate rising financial and operating costs. Different types of derivative instruments are used by the company to mitigate foreign exchange risks. Forward contracts are used to save the value of the investment of foreign subsidiaries. Coca-Cola has implemented an economic hedging strategy to deal with the financial risks. In this way, certain hedging strategies are used to manage various risks involved in the overseas markets.      
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Talking about the dividend distribution policy, Coca-Cola has managed to earn 10 billion US dollars or around 8.25 billion pounds in the 3rd quarter 2021having a 16% increase from the revenue of 2020. Net income has also increased by around 47% in 2020 to reach a value of around 2 billion GBP in 2021. The profit margin is said to be 25% having a 5% increase. The company has also planned to acquire BodyArmour which is a manufacturer of sports drinks. The company is also said to have paid 82% of its profits as dividends in the last 12 months. Around 77% of the cash flow was paid in the last year which is said to be sustainable but the company can come across a liquidity crisis to deal with unprecedented short-term challenges. The earnings per share have increased by 3.9% per year in a span of the last 5 years which is great. Also, the dividends of the company have been lifted by around 6% in the last10 years which is encouraging for investors and shareholders. The company is said to be trailing by 3% yields compared to last year. Annual reports of the company say that the payments of dividends have shown great consistency in the last few years alongside an increase in the earnings per share. It is said that the limited earning growth and high payout ratio resemble the struggle of the company. Coca-Cola is having a rising earning share growth and its dividend payout ratio is high as well which indicates the reason behind the high sustainable growth of the company (Finance, 2022).         
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The efficient market Hypothesis is a topic of Financial Management that covers the factors affecting the market efficiency of a company. The prices, securities, etc. aspect-based information is considered in an Efficient Market Hypothesis (Arnold, 2013). The assumption made in the EMH is that financial securities are priced correctly. This also indicates that the stocks cannot be valued high or low. The subscribed investors of the Efficient Market Hypothesis like to invest in passive index funds implying the market's overall performance. EMH is said to have 3 stages- Weak form, Semi-strong form, and Strong From.  
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This form of EMH says that past prices or values will never give a perfect prediction about the market efficiency in the future. Here is the data of the share prices of Coca-Cola for last year from September 2021 to August 2022. 
	Date
	Open
	High
	Low
	Volume

	01 Aug 2022
	64.09
	65.04
	62.92
	51,182,100

	01 Jul 2022
	63.12
	64.45
	60.79
	275,801,500

	01 Jun 2022
	63.42
	63.77
	58.25
	353,151,200

	01 May 2022
	65.28
	66.38
	59.66
	459,881,800

	01 Apr 2022
	62.33
	67.20
	61.72
	319,591,200

	01 Mar 2022
	62.14
	63.02
	57.50
	426,922,600

	01 Feb 2022
	60.91
	62.90
	59.22
	396,000,700

	01 Jan 2022
	58.82
	61.45
	58.38
	407,891,700

	01 Dec 2021
	52.98
	59.35
	52.28
	426,786,000

	01 Nov 2021
	56.39
	57.16
	52.44
	286,683,400

	01 Oct 2021
	52.78
	56.47
	52.40
	331,812,000

	01 Sept 2021
	56.38
	57.03
	52.43
	334,494,700


Table 1: Share prices of Coca-Cola in the last 12 months
(Source: Uk, 2022) 
The table shows that the share prices are fairly inconsistent as the prices of the past months never reflected the prices of recent months. 
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This form states that the public information regarding the company’s decisions and strategies does reflect the price movements of the securities. Relevant information regarding the shares and dividends impacts the share prices and other financial metrics of the company. 
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It states that both public and private information impact the stock prices of the MNCs. Public information like dividend policy, share price information, interactive stock chart, historical information, and private information like finance decisions, structural changes, etc. are influential in determining the stock prices of the Coca-Cola Company (The Coca-Cola Company, 2022).    
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A company's project appraisal methods include the NPV or cost-benefit ratio. Here, the cash flow statement of the Coca-Cola company for the last 5 years has been presented which includes the financial activities only. 
	All values GBP Thousands.
	2021
	2020
	2019
	2018
	2017

	Cash Dividends Paid - Total
	(200,763.4)
	(200,640.5)
	(818,640.0)
	(175,891.3)
	(140,573.4)

	Common Dividends
	(200,763.4)
	(200,640.5)
	(818,640.0)
	(175,891.3)
	(140,573.4)

	Change in Capital Stock
	16,844.9
	6,756.2
	(150,375.0)
	(10,528.7)
	62,185.1

	Repurchase of Common & Preferred Stk.
	-
	-
	(169,149.9)
	(24,773.4)
	-

	Sale of Common & Preferred Stock
	16,844.9
	6,756.2
	18,774.9
	14,244.7
	62,185.1

	Proceeds from Stock Options
	-
	-
	-
	707.8
	-

	Other Proceeds from Sale of Stock
	16,844.9
	6,756.2
	18,774.9
	13,536.9
	62,185.1

	Issuance/Reduction of Debt, Net
	(3,867.5)
	(394,703.0)
	1,287,750.0
	(22,030.7)
	(7,707.5)

	Change in Long-Term Debt
	-
	-
	-
	(6,812.7)
	(7,707.5)

	Issuance of Long-Term Debt
	-
	-
	-
	-
	71,994.6

	Reduction in Long-Term Debt
	-
	-
	-
	(6,812.7)
	(79,702.0)

	Other Funds
	4,039.3
	(1,155.7)
	(7,808.3)
	1,061.7
	(2,890.3)

	Other Uses
	(171.9)
	(1,155.7)
	(7,808.3)
	(177.0)
	(2,890.3)

	Other Sources
	4,211.2
	-
	-
	1,238.7
	-

	Net Financing Cash Flow
	(237,976.9)
	(641,925.0)
	271,008.3
	(207,388.9)
	(88,986.0)

	Net Financing Cash Flow Growth
	62.93%
	-336.87%
	230.68%
	-133.06%
	-

	Net Financing Cash Flow / Sales
	-3.86%
	-11.78%
	4.40%
	-3.52%
	-1.56%

	Exchange Rate Effect
	5,414.4
	(18,668.4)
	5,088.5
	(4,335.3)
	(21,107.9)

	Net Change in Cash
	(372,134.3)
	349,187.3
	97,120.8
	(9,909.4)
	131,639.7

	Free Cash Flow
	506,979.3
	424,749.7
	339,615.8
	289,141.3
	335,536.8

	Free Cash Flow Growth
	19.36%
	25.07%
	17.46%
	-13.83%
	-

	Free Cash Flow Yield
	3.27%
	-
	-
	-
	-


Table 2: Cash Flow of 5 years from 2017-21
(Source: WSJ, 2022)
From here, NPV can be evaluated and will represent the present cash flow value at the rate of return which is required to compare the initial investment of the Coca-Cola company.  
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1. Political constraints: MNCs often face issues regarding political instability. This can arise due to not having a reliable government. As a result, the cost of business increases alongside higher risks. Corruption and fragile legal framework also are barriers to foreign direct investments (McLaney, 2005).
2. Existence of imperfect markets: Every financial market may not be perfect in terms of local customs, demography, rules, laws, etc. This imperfect information about the markets decreases the ability of a manager to predict the business surroundings (Neale and McElroy, 2004).
3. Competition regarding taxes: Unstable tax structure can hurt an MNC in terms of its economic activities. Incentives must be offered by the countries and states to the MNC to compete with other nations or regions. The burden of tax is also an indicator of the existence of an MNC.
Coca-Cola is said to have created plastic pollution in 6 different countries of the world because of using plastic bottles as containers. This has prevented the company from operating in those countries any further (The Guardian, 2022).
The company's sales have been hit badly by the pandemic outbreak. Many people in most counties avoided cold drinks to stay away from getting affected. Therefore, sales have dropped in the last two years (Reuters, 2022). 
The company is also said to be facing an inflation challenge as the prices of raw materials are fuel prices have increased significantly, not only in the UK but also all over the world (Ft, 2022).  
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Coca-Cola's IFM has contributed a lot to risk management internationally. The leadership group has fared well in these situations. The Dividend policy says that it is quite encouraging for the investors and stakeholders to invest in the Coca-Cola company. Both earnings per share and dividend payments have increased so it is a good indication for them. EMH of the company depicts the factors that reflect the price trends of the Coca-Cola company. The company's cash flow statement evaluated a good value of NPV which says that the company has some good liquidity available as well to meet short-term debts and other financial challenges. But the recent issues have impacted Coca-Cola a lot as its profit has fallen during pandemic periods. But the company will expect to improve these scenes as the peak of the pandemic is over.   
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