Assessment 1 

LCBB6002

International Financial Management

Stanislav Angelov
1919647

Critical analyzation and evaluation of
Nike international and financial management

























Nike is a multinational organization that manufactures clothes, shoes, and sportswear accessories. The company was created in 1971 in the US. (Nike. 2022)
They have over 1000 stores across the globe in many countries they are a widely known brand and they sponsor a lot of sports teams so they can wear sportswear created by Nike and achieve big advertisements this way.[image: ]
(Tighe. 2022)

The company is performing very well on the stock market in recent years. Their stock is called NKE.
They have attracted a lot of investors because the stock price is on the rise and people feel safe investing in the company. 
The company was performing very well even in the coronavirus times when they had to shut down most of their factories. Stores were operating with a low volume of sales because of the restriction the pandemic had in many countries. (Meindl. 2022)
Even with all these challenges for the company, their stock price kept rising to an all-time high of $171 on 15th November 2021 which is three times more than in 2017 when the stock price was $50. (Nike. 2022)



From 2004 until now Nike distributes dividends to their stockholders on a calendar year basis and they pay them on the 5th of January, April, July, or October.
This means that stockholders are getting dividends that are set by the board of directors on their shares. The more shares a stockholder has the more money they will get. 
 This is a example of dividend distribution by Nike.
[image: ]
(Nike. 2022)

In the history of the company, they were issued seven stock splits and all of them were 2-for-1 splits. They are done so the investors can access them more easily shares for example if one share is valued at $1000 some small investors who have less than that need to find a way to buy part of the share which is more complicated compared to buying an actual share, so companies split one stock in two to make it easier for people to access a full share. So, 1-to-2 means that the stock which was $1000 will be split into 2 shares each valued at $500. For already existing shareholders this means that their shares will double but the value would stay the same, for example, if a shareholder had 10 shares valued at $10,000 after the stock split, he will have 20 shares valued at $10,000 again the change will be only that one of his shares is no more $1000 but instead $500. (Taylor. 2022)[image: ]
This is a chart of past stock splits in Nike. (Nike. 2022)

Investing in Nike has been proven profitable in the past years and many new investors look at the company as a safe and reliable investment for their money.
It has a strong brand name which attracts even more people to invest in the company even with small amounts of money. In the picture below it is shown how an investment of $10,000 will look if they were invested in Nike in January 2017 until now.
 [image: A picture containing chart
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(Nike. 2022)

This show that in 5.6 years time investment of $10,000 will be valued at $23,000 in 2022 including dividends reinvestment. So the growth of more than 110% in just 5.6 years is a big opportunity for Investors. But this does not mean that If an investor invests in 2022 they can expect the same outcome after 5 years. Stock prices are affected by a lot of factors and can never be predicted. Media problems can lower the price of the stock dramatically this means that if the company gets in trouble for some reason and it's shown on social media people will start withdrawing their money. There are also a lot of other factors that can affect the stock price so there is a low chance someone can predict correctly the fruture price of the stock there is a chance to go up and a chance to go down.

The efficient market hypothesis means that the current stock price has to reflect all the media talk about the organization and the stock is fairly priced. All the information about a stock has to be widely known so this will lead to a fairly priced stock.
Investors that follow the hypothesis are people who look at a stock that is slowly gaining small amounts of profit they don’t risk and buy an undervalued stock to gain massive profit. So in short term, this means they are safe betters and look for long-term profit.
Nike has been proven to be a long-term stock with their good media relations and good environmental factors they are a company that is not looking only after profit they make a good change with charities and improvements to sports. So the company is in a very liked spot in the community. So it is safe to invest in it because it is highly unlikely they will be in a media conflict. This makes them adopt a strong form of Efficient Market Hypothesis because all the private and public information is known to the investors and they are given future plans of projects and the expected performance of the company. (Bladridge. 2022)

International financial management is important for the organization because it makes it easier to take decisions that are going to be cross-country. So, in other words, International finance is key to creating value from the money in the organization in example if Nike has factories and shops in china they have to use Chinese yen this means if the company needs to borrow 10 million dollars they have to decide where they will borrow ether from china and don’t bother converting the money to yen or they can borrow from other country and then transfer the money in yen. There are also different factors that devaluate money, in some countries that they have headquarters they might borrow money with a lower interest rate and then convert the money and still be better than borrowing from china if the intrest there is higher.
International financial management also evaluates the inflation rates and makes a decision in relation to the investments of the company. So in basic terms, International Financial Management has to create a bridge and manage the money of the company when it comes to interaction between two or more countries.
Foreign exchange rates are also a key factor when it comes to multinational companies they need an expert who knows International Finance so he can give the company the best scenario of how their money will be operated in the new country.

International Financial managers at Nike have the responsibility to calculate the project outcome before taking it. This means they need to create a scenario that includes all the variables such as inflation, interest rate, currency exchange rate chagnes, and time. They need to calculate what is the profit after taking into consideration all these variables and give a prediction of when the return of investment is going to happen and how much profit there is going to be afterward. For example, a project that has a lifespan of 5 years, has a profit of $100,000, and has a return of investment in 36 months is more valuable than the same project with a profit of $120,000 but a return of investment in 48 months. This is because as soon as the company has the investment returned they can start a new project with that money and wait just for the profit from the first one. This is the responsibility of the International Financial manager to calculate and evaluate all the projects and give the best recommendation on which to take on. The manager also has to develop hedging strategies so he can protect the positions of the company from currency changes. (Watkins. 2022).
The International Financial Management also has to use the pecking order theory this means they have to choose internal financing first for new projects and if the money is not enough to move to the next step of financing which is external financing but this makes the risk higher for the cost of finance. The pecking order theory can be seen in the picture below.

[image: ]
(CFI TEAM. 2022)

In conclusion the role of the International Financial Management is huge in a company and it can create much more value of the money transfers between countries. It lowers the risk of currency exchange loss and lowers the loss due to inlfation intrest rates and other factors afecting asets. A good International Financial Manager can make a big impact in an organisation and he can maximise profits and create scenarios of how project abroad will look and decide if its profitable or no.
Every company that operates in more than one country needs to hire good International Financial Managers so they can manage their money abroad.
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