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[bookmark: _Toc132108908]Introduction
The performance of multinational firms is significantly influenced by international financial management (IFM). This essay has been written from the perspective of the Vodafone Group plc which is a UK-based telecommunication company having business in Europe, India, and some countries in Africa. This organization is listed in 11 different share markets along with some OTC markets (Vodafone Group, 2022).  This essay has explored the importance of international financial management along with the different international finance theories.   The challenges faced by Vodafone Group plc in the different financial market has also been discussed with empirical evidence. Moreover, the dividend distribution policy, project appraisal system, and efficient market hypothesis in the context of Vodafone Group plc have been discussed.  
[bookmark: _Toc132108909]

Importance of International Financial Management
International finance is one of the most important factors for any international organization. no organization can sustain itself in the international dimension without proper international management. In most cases, financial management significantly differs in the case of international compared to local financial management because, in international financial management, there are more variations compared to the local level. In the international era, organizations face more problems (Zhang, & Fan, 2020). So, the importance of international financial management is also higher. In this part of this essay, the importance of international financial management will be discussed from the perspective of the Vodafone Group plc with the relevant financial theories and empirical evidence. 
Firstly, international financial management raises the issues of the currency value difference. The purchasing power of the currencies can significantly affect the profitability of the organization. Purchasing Power Parity (PPP) is relevant in this context. According to this theory, the exchange rate between two currencies should reflect the price levels of a basket of goods in each country. If the exchange rate deviates from the PPP level, then there is a currency misalignment, which can affect Vodafone Group plc's profitability (Worthington, & Britton, 2015). So, PPP theory is very much relevant in the context of the Vodafone Group plc because it operates in different countries where the purchasing power of the currency may significantly differ. Several studies found that the profitability of the telecommunication industry may significantly differ because of the exchange rate. So, it is very much important. 
Secondly, international financial management can play important in case of minimizing unsystematic risks. In this case, the theory of diversification is relevant. Diversification theory suggests that holding the diversified asset class can reduce the overall risks of the organization. this diversification may be in the many perspectives. It can be product diversification or market diversification or geographical diversification. In the case of the Vodafone Group plc, it is found that they use both product diversification and geographical diversification. But in Vodafone Group plc, geographical diversification is more prominent. They have diversified their business in India and different countries in Africa. Diversification has made better revenue growth in Africa and India (Vodafone Group, 2022).
Thirdly, in the case of international presence, all the organizations can face the problem of currency and the interest rate difference. It can be both risky and beneficial for an organization. Vodafone Group plc can be benefitted from the interest rate difference. In this case, the Interest Rate Parity is relevant which suggests that the difference between interest rates in two countries reflects the expected change in the exchange rate between their currencies (Hill, 2017). According to this theory, an organization can be benefitted by collecting its fund from countries where the interest rate is lower and investing in the higher interest rate countries. But the exchange rate should be addressed. Vodafone Group plc implements this strategy. For example, they collect funds from the eurozone with lower interest and invest in the countries like India and Africa where the interest rate is higher.
Fourthly, international financial management is very much important in the case of capital budgeting in case of the international era. In the case of capital budgeting, it is very needed to find the expected rate of return. Determining the expected rate of return is the main backbone of capital budgeting and capital investment decisions (Madura, 2018). Determining the right expected rate of return is very much important in the case of making capital investment decisions. CAPM is one the most important model in determining the expected rate of return. 
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[bookmark: _Toc132130454]Figure 1 CAPM Model (Baker, & Anderson, 2010).
The international fisher effect is also relevant in this case. IFE helps in determining the relationship between the currency rate and the interest rate and this relation is very much crucial in case of determining the expected rate of return for discounting and capital budgeting. 
Fifthly, as mentioned earlier, Vodafone Group plc is very keen on geographical diversification. For this reason, it is needed to determine the advantage of the country for the telecommunication industry. The specific industry has benefits in the specific country. International financial management helps to identify this (Brealey, Myers, & Allen, 2017). In this case, The diamond model of national advantage is very much relevant. 
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[bookmark: _Toc132130455]Figure 2 The diamond model of national competitive advantage (Porter, 1990).
The model suggests that a country's competitiveness in a particular industry is determined by four factors, namely, factor conditions, demand conditions, related and supporting industries, and firm strategy, structure, and rivalry. This model can be very useful for Vodafone Group plc in case of determining the national advantage in which country it wants to invest. 
[bookmark: _Toc132108910]Challenges Faced in the International Financial Markets 	
International presence has given many benefits to the Vodafone Group plc. At the same time, it has created many challenges for Vodafone Group plc. Determining the dividend policy, adjusting with the efficient market hypothesis, proper project approval policy, currency risks, global financial situations, country-specific laws, and regulations are the key challenges for the Vodafone Group plc in the international financial markets (Hill, 2017). 
[bookmark: _Toc132108911]Dividend Policy 
The first challenge an organization faces in the international era is dividend decisions. It is one of the most complicated and important decisions of international financial management. According to the MM proposition, the dividend decision does not affect the value of the firm. This theory has explained this with the concept of the homemade dividend. but the situation is way more complicated. Because the dividend has psychological value. Not paying the regular dividend may bother the investors though an organization is not bound to pay the dividend. At the same time paying a higher dividend is also a very risky situation. Because maintaining a dividend payout ratio may not be always possible. 
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[bookmark: _Toc132130456]Figure 3 Historical Dividend of Vodafone Group plc (Yahoo Finance, 2022).
From history, it has been seen that Vodafone Group plc is paying a constant progressive dividend though there is a break in this progression in the last three years. It may be because of the covid-19 situation. They faced a challenge to maintain their dividend ratio. 

[bookmark: _Toc132108912]Project Appraisal System
Vodafone Group plc's project evaluation techniques can be very important in the case of international financial management. Various techniques are used by the organization including Net Present Value (NPV) and Internal Rate of Return (IRR). This technique helps the organization to evaluate different kinds of a project considering the time value of money. The key challenge in project evaluations is determining the projected cash flows (Damodaran, 2015). All the capital investment decisions tool used by the Vodafone Group plc is based on the projected cash flow. But it is very challenging to determine the projected cash flow very accurately. Due to varying economic and financial conditions, these evaluation tools may not work properly.
[bookmark: _Toc132108913]Efficient Market Hypothesis 
According to the Efficient Market Hypothesis (EMH), all publicly available information is reflected in stock prices, so it is impossible to outperform the market using any publicly available information. However, empirical evidence suggests that insider trading and non-public information can provide investors with an advantage. The EMH theory may present obstacles for Vodafone Group plc's operations in international markets (Tirole, 2010). The financial performance of the company may be affected by factors such as regulatory changes, political unrest, and economic conditions, which may not be completely reflected in the stock prices. Therefore, investors may be able to outperform the market if they use such information to make investment decisions.
[bookmark: _Toc132108914]Other Risks and Challenges
Vodafone Group plc may face challenges in case of foreign exchange risks. The difference in the currency may create a significant risk factor for the organization. in this context, PPP and the international fisher effect theory may be very relevant (Damodaran, 2015). Moreover, there may have crucial challenges from the different regulatory authorities from different countries.


[bookmark: _Toc132108915]Conclusion	
International finance is one of the most important factors for any international organization. no organization can sustain itself in the international dimension without proper international management. International presence has given many benefits to the Vodafone Group plc. At the same time, it has created many challenges for Vodafone Group plc. Determining the dividend policy, adjusting with the efficient market hypothesis, proper project approval policy, currency risks, global financial situations, country-specific laws, and regulations are the key challenges for the Vodafone Group plc in the international financial markets.
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