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The report looks at linking theoretical frameworks and models with practical examples available in the market. To understand the various adaptations of those concepts about financial management, financing of a global business, determining the cost of capital, and ultimate financial structure, the Standard Chartered Bank (StanChart) has been considered the subject of the study.
The Standard Chartered Bank, founded in 1969 in London, England, has spanned its business through more than 1,200 branches across around 70 countries in the world, entitling it to be a global company or Multi-National Company (MNC). As a law-abiding company concentrating on generating returns for its investors, the company has a dividend payment policy. StanChart is also registered on the London Stock Exchange, making it feasible for the efficient market hypothesis study. Furthermore, as a part of its banking activities, the bank has to sanction loans for different projects and expansions (scaling up in the digital atmosphere). Hence, the bank also requires various financial analyses to appraise various projects.
The chosen company – Standard Chartered Bank, thus meets all the criteria required for the evaluation.
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The roots of Standard Chartered Bank could be found in India, China, Australia, and South Africa. Since the merger of The Chartered Bank of India, China and Australia, and Standard Bank of British South Africa in 1969, the bank has been playing a pivotal role systematically in the global arena. Despite having its headquarters in London, around 90% of its revenue is generated in Asia and Africa. Particularly, Eastern Asia, South Asia, and the Middle East serve as the backbone for profit making of the bank.
Despite having the colonial advantage levied on StanChart, the bank continued its journey as the top global bank in the local countries. As Madura and Fox (2011) define, there are 3 theories, namely the Comparative Advantage theory, Imperfect Markets Theory, and Product Cycle theory, that might describe why StanChart chose to be global.
As StanChart is a service-based business, production and labor theories may not be directly involved (Bekaert and Hodrick, 2011). However, comparative advantage theory is about specialization (Atril, 2011). StanChart is the leader in all types of banking services, earning it the title of Universal Bank (The Economist, 2018). From retail to commercial to investment to resource management, StanChart does it all. Albeit, StanChart was born global, the bank had to showcase extreme innovation, i.e., launching credit cards, AI-based banking, Mobile Wallet Etc. to stay competitive. Secondly, the Imperfect Markets theory is also applicable to StanChart. Due to being a service-based business, StanChart could not relocate its resources to foreign countries.
Furthermore, the legal requirement also necessitated StanChart to open up its local offices. Product Cycle theory is also relevant to StanChart as it can be seen that StanChart does not offer Retail Banking services in the UK despite having its base there. Due to its nature of business, StanChart makes DFIs establish subsidiaries.
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As Mclaney (2011) identifies, Shareholders are one of the most significant stakeholders in a company. The managers display a fiduciary relationship, and thus the agency issue always comes to the fore.
In their latest financial statement for 2021, StanChart declared a cash dividend of £6.89/share or $9/share, totaling $277 million. From its dividend history available on its website, it can be learned that StanChart has been regularly declaring dividends as a part of its business operation. However, due to a legal restriction due to covid-19 by the UK government, the bank refrained from declaring any dividend in 2019.
Its Shareholder Information section also revealed that the bank declared dividends twice a year, in May and October. Generally, the interim dividend is paid in May and for the full year in October. Once the dates are fixed following the quorum, the investors are informed about the respective dates.
From the viewpoint of Atril (2011), it can be argued that StanChart follows an active dividend policy compared to other manufacturing industries that are more into the passive dividend policy. However, Edwards (1984), in his argumentative journal, indicates that the investment policy of a company should be free from its dividend policy due to mathematical reasons. We find StanChart having a share buyback incident that effectively affected its dividend payout to its shareholders. The empirical evidence in its financial statements suggests that the investment policies for StanChart remain robust, considering the dividend payout, which is in alteration with the economic theories and frameworks. The argument of Miller and Modigliani (1961) about the irrelevance of dividend policy hinges on the absence of differential personal taxes on income and capital gain. However, as the law varies across the globe, where some countries require mandatory dividend payout, the argument of Miller and Modigliani (1961) falls short and thus remains elusive to StanChart.
However, while considering the irrelevance of dividend policy in affecting shareholder's wealth, as Miller and Modigliani (1961) proposed, several objections surface as Edwards (1984) notches the concept of transaction costs involving capital gain and customer preference for dividends due to tax holiday. However, the concept of irrelevance still lingers as investors can easily sell their share given less dividend is declared by the StanChart and as long as the total market value of StanChart remains unchanged. The historical dividend payout is in Appendices.
However, in regards to the management of StanChart, dividend payout sends a strong and positive signal to the market and investors about the lender's financial health. From the financial reports of StanChart, it is evident that there is no provision for Dividend Reinvestment Plans at StanChart.
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Alexander (1961) articulates that the EMH stipulates about 3 forms of the market- weak, semi-strong and strong. The forms depend on information availability and how stock prices change in response to that information. As Cootner (1964) earmarks, a weak form of the market represents only the historical data that the technical analysis generates now returns. The difference between semi-strong and strong forms is that all information about the firm, including information available to the business insiders, is also available to the public in the strong form.
Although highly desirable, a strong form of the market represents a utopian concept as not all information about the business is readily available to external stakeholders (Bekaert and Hodrick, 2011). As necessitated by the UK governing law in Banking Act 2009, StanChart has to declare all the sensitive information to its stakeholders through public media or regular publications on the website. So StanChart is exposed in the nearly the strong form of the market as per the hypothesis. The share price movement of 12 months and 6 months are also attached in the Appendices.
Given that StanChart also plays a pivotal role as a portfolio manager in the investment banking sector, it follows an active strategy contrasting to the passive strategy, which is most common for all. As it is established that StanChart pursues an active strategy, it must apply all the fundamental and technical analyses. In line with the words of Alexander (1961), the theory of EMH is thus applicable for StanChart as the availability of information is reflected in the stock price. Furthermore, to champion the cause of EMH theory, StanChart also publishes Weekly Market View under the Wealth Management Chief Investment Office, where the macro-economic impact in line with the share price is discussed in detail by the Wealth Management Chief Investment Officer. Hence, the EMH theory combining the random walk of the share prices is much more relevant for StanChart.
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Among the various budget and appraisal techniques, the most relevant for banks would be the IRR and the NPV. As Wernz (2020) pointed out, the Payback period is more applicable for small cap investments and lacks the acknowledgment of the time value of money.
Given the arduous role of being a bank, StanChart stands no chance of relying on the payback period or accounting rate of return. In simple words, banks have to disregard the non-discounting technique.
Wernz (2020) opines that banks have to collect funds from depositors, accumulate funds and then disburse them in the form of loans to generate profit. Banks have to incur many expenses from garnering deposits to lending out, also known as the cost of funds. While lending out or considering investing in a new project, the management needs to contemplate inflation, interest payments, management, and operational expenses. Thus having an IRR higher than the discount rate, i.e., cost of funds, is thus obligatory for the bank (Wernz, 2020).
As Adalsteinsson (2014) reconciles, for loan sanction, both the NPV and IRR are sufficient to provide intuition about the customer. However, for investment projects, i.e., investing in technologies, likewise any other company, StanChart needs to use all the discounting methods of the evaluation technique (Wernz, 2020). Using NPV and IRR, the bank first denotes if the projects are financially feasible. The Profitability Index is employed to check which alternative generates a higher return on investment. As Atril (2011) observes, the higher the profitability index, the higher the relative return. (2020), however, identifies that the adaptation of project appraisal methods differs based on the economic stability of a particular region. Per se, Poland faced a tumultuous economic and political condition compared to the UK, Germany, and France, having stable economies. Pawlak, Rapacewicz, and Zarzecki (2020) found out that with a high adaptation of NPV and IRR in the large companies in Poland, a penchant for Payback Period Analysis also existed as around 80% of the surveyed companies earmarked using the PP method. Adalsteinsson (2014) opines that the PP method is least likely in stable economies while banks are almost forbidden to use such methods, which is detrimental to the very core practice of the bank. 
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