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Toyota is a multinational car corporation in Japan (Toyota Motor Corporation, 2019). The company was founded in 1937, and today it offers its products on all continents around the world. This makes the company multinational, as it is perceived as close to customers to some extent. The report aims to Toyota is a multinational car corporation in Japan (Toyota Motor Corporation, 2019). The company was founded in 1937, and today it analyse Toyota's dividend policy critically. First, the dividend distribution policy is presented, indicating this policy type. Secondly, the theory of the efficient market hypothesis is considered through the prism of Toyota. Third, a critical analysis is made of the methods that a selected corporation uses in relation to project evaluation.
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By default, dividends represent cash and other consideration received after the acquisition of a profit (C and Wachowicz, 2008). The company's dividend policy is directly related to the ability to distribute prices according to the annual profit. Moreover, Toyota has chosen to distribute cash dividends to its shareholders based on its earnings to increase the competitiveness of its products while increasing its production capacity in the countries where Toyota is manufactured. 
This is contrary to the theory of Franco Modigliani and Burton Miller, who argue that dividend policy should not be tied to the value of the shares, and hence to the value of the company. The idea that neutrality must be otherwise observed in this way can influence investors' decisions.
The company itself follows the rule to pay dividends twice a year, making the dividend payment policy regular. This is enshrined in the statutes of the corporation in Act. 454-2 - according to which dividends are paid twice a year, once during the current year and once from retained earnings at the end of the year.
In accordance with the annual report of the Board of Directors, Toyota decides on April 30, 2021 to bring twice a year the following dividends related to share:
  - currently in the year 70, 00 Japanese yen per share;
  - at the end of the year 80, 00 Japanese yen per share.
This makes a total of 150.00 yen per share for all shareholders (Toyota Industries Corporation, 2021). The amount of the dividend for Toyota is formed as the monetary value of the remainder of retained earnings. This follows the policy of passive distribution of dividends entirely. When there is a profit, and it is undistributed - a surplus is formed, and then the monetary amount of the dividend is determined. It is this passive approach that Toyota is taking.
[bookmark: _Toc102420638][bookmark: _Toc102423084]Critically analyse the efficient market hypothesis theory 

The efficient market hypothesis theory generally states that stock prices follow only the new information available (C and Wachowicz, 2008). It is impossible to predict future market movements based on forecasts and only follow the news from the latest information. It is essential to realise that no matter what modern technologies or classical trends in predicting market behaviour can be used, based on this theory, these ideas are not justified. That is why the theory works in high-risk conditions. Therefore, in this case, Technical Analysis, which is a classic tool for analysing market behaviour, simply becomes meaningless. The idea is that the price of the traded share can be predicted based on available information. But this information must be up-to-date, new and timely. If you work with old information, the forecast becomes outdated and allows for risky and wrong investment activities. For example, Toyota's share price can be seen in Table 1.
Table 1. Changes in the number and balance of treasury stock consist of the following
	
	Number of shares (shares)
	Amount (millions of yen)

	Beginning of FY2020 (as of April 1, 2019)
	15,355,468
	59,297

	Increase (decrease) during period
	1,560
	9

	FY2020 (as of March 31, 2020)
	15,357,028
	59,307

	Increase (decrease) during period
	1,834
	14

	FY2021 (as of March 31, 2021)
	15,358,862
	59,321



Source: Changes in the number and balance of treasury stock consist of the following
Theoretically, only inside company information can produce news about the company's share prices. From here, there is the possibility of a high degree of risk and speculation in the traded markets. This can be seen in Figure 2. The figure shows that prices do not follow any theory or pattern. The movement forms a trend, but the regularity cannot be perceived as a policy for future trade. If there was no inside information on Toyota's financial stability and prosperity, no technical or even fundamental analysis instrument would have predicted this trend. Toyota also follows this policy, and even the fact that the distribution of dividends is based on an internal decision by the board of directors can be cited as proof. The table shows that there is an increase in the absolute size of Toyota's shares. This is done by an internal decision of the company and instead on the board of directors. This is another proof that the company also accepts the theory of the Effective Market Hypothesis.
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Figure 2. Toyota share price movement for the last one year
Source: (Google Finance, 2022)
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Each company implements financial investment projects, expecting to realise future financial benefits. It is logical to learn that to implement these financial projects, their viability must first be assessed. In other words, the state of the fixed capital - the corporation's assets and the working capital - must be assessed (Shapiro, 2014). Fixed capital enables the corporation to take a clear picture of the possibility of its future investment projects. That is why it is essential to analyse the quality of fixed assets - tangible and intangible. The structure of Toyota's assets is shown in Figure 3. Observing figure 3, it is interesting to see that for 2021. the amount of investment has almost doubled from 10,991 to 16,812. This means that Toyota has free resources to implement investment projects. Another indicator of this is the size of financial assets. Here, too, for 2021, there is an increase from 2,120,298 to 3,051,702. This supports the fact that Toyota intends to expand its policy on the production of hybrid and electric cars, and for this, it is necessary to have the financial means.
Another purely financial opportunity that enables the company to generate funds is analysing Toyota's working capital. As a rule, Toyota's working capital is the ratio of the corporation's current assets to the corporation's current liabilities for the year. The balance should be 2: 1. Let's look at the situation first for 2021.
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Figure 3. Toyota's assets
Source: (Toyota Industries Corporation, 2021)
For the current financial year, according to official data from the company's balance sheet, the amount shows that Toyota has current assets of 1,948,081. The amount of current liabilities is respectively 1,188,239. This means that a ratio of 1.63 is obtained. In other words, the company is almost able to pay off its short-term liabilities with its current assets.
Let's look at the situation for 2020 as well because we could then evaluate the current year by comparing the two results. For 2020 the data show that the amount of current assets is 1, 739,883. Against them, the size of the current liabilities is 974, 314. Again, calculating the ratio between the two quantities, a result of 1.79 is obtained. Toyota also almost managed to cover its short-term obligations by following the 2: 1 rule. Unfortunately, perhaps the global pandemic of Covid-19 virus has led to a drop in sales. This leads to lower results in this indicator. However, Toyota has enough resources to carry out its investment projects.
On the other hand, to evaluate Toyota's projects, the net annual cash flow, discounted by the cost of the project's capital, must be collected, and deducted from the first costs. Toyota perceives the Net Present Value of the Projects.
This value is shown in Figure 4.
[image: Graphical user interface, application

Description automatically generated]
F|igure 4. Present Value of Free Cash Flow to Equity (FCFE)
Source: (Stock Analysis on Net, 2022)

[bookmark: _Toc102420640][bookmark: _Toc102423086]Conclusion
The report presents Toyota's main financial policies related to the distribution of the company's dividends and the application of the theory of the Effective Market Price Hypothesis. Finally, the main approach that the company adopts when evaluating its projects is presented. It can be said that the company applies a moderate policy regarding the distribution of dividends. This means that Toyota distributes its dividends regularly. Moreover, Toyota fully applies the philosophy that stock prices should only reflect current market news and do not comply with fundamental and technical analysis. Third, the project management policy is implemented entirely based on the current value of free financial flows
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FY2020

Notes  as of March 31, 2020)

FY2021
(As of March 31, 2021)

Assets
Current assets

Cash and cash equivalents

Time deposits with deposit terms of over three months

Trade receivables and other receivables
Other financial assets

Inventories

Income tax receivables

Other current assets

358,144
175,216
867,088
5273
255,738
13,756
64,664

238,248
353,864
962,270
5,947
292,461
22,630
72,658

Total current assets

1,739,883

1,948,081

Non-current assets
Property, plant and equipment
Goodwill and intangible assets
Trade receivables and other receivables
Investments accounted for by the equity method
Other financial assets
Net defined benefit assets
Deferred tax assets

Other non-current assets

991,195
354,701
4,123
10,991
2,120,298
22,547
30,877
5034

1,043,405
363,449
3,519
16,812
3,051,702
33,997
37,615
5401

Total non-current assets

3,539,770

4,555,904

Total assets

5,279,653

6,503,986

The accompanying notes are an integral part of these financial statements.
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Financial Statements
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Financial Ratios

Relative Valuation

Discounted Cash Flow (DCF)

Capital Asset Pricing Model (CAPM)

Dividend Discount Model (DDM)
Present Value of FCFF

Present Value of FCFE v

Components of Financial
Statements

Financial Reporting Quality

Toyota Motor Corp., free cash flow to equity (FCFE) forecast

USS in millions, except per share data
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Year Value FCFE; or Terminal value (TV;) Calculation Present value at 9.57%
[ FCFEq 20,434

1 FCFE, 21,325 =20434x (1 +4.36%) 19,463
2 FCFE, 22,022 =21325x(1+3.27%) 18,344
3 FCFE; 22,500 =22,022 % (1+2.17%) 17,106
4 FCFE, 22,742 =22,500 % (1 +1.07%) 15,780
5  FCFEs 22,737 =22,742 x (1 +-0.02%) 14399
5 Terminal value (TVs) 237,058 = 22,737 x (1 +-0.02%) + (9.57% — -0.02%) 150,121
Intrinsic value of Toyota Motor Corp. common stock 235212
Intrinsic value of Toyota Motor Corp. common stock (per share) $14.
Current share price $135.40

Based on: 20-F (reporting date: 2015-03-31).





