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[bookmark: _Toc109910314]Introduction 
The purpose of this assessment is to choose a multinational corporation and the importance of IFM to that corporation, analyze and evaluate the dividend distribution policy of the company, and evaluate the efficient market hypothesis and the company's appraising project methods. Finally, the challenges faced by the respective MNCs also need to be discussed.
IFM which is also known as international finance resembles the management of finance in a business environment on a global basis. IFM helps in studying the exchange rate and market for currencies, several techniques of risk management, cost of capital and cost of goods sold, etc. (Arnold, 2013). HSBC is one of the biggest MNCs in the UK which belongs to the pharmaceuticals sector and has been in the discussion in recent times because of financial management techniques in recent years. 
[bookmark: _Toc109910315]Importance of IFM
International financial management helps the MNCs tackle a lot of financial risks like currency exchange risk, working capital management, functional activities, etc. 
1. Mitigate exchange currency risks: IFM has several solutions to mitigate currency exchange risks. This risk can be handled by invoicing the clients by the companies in the reporting currencies of the company itself. Other strategies include settlement, forwarding contracts, logging, lending, etc. 
2. Working capital management: Working capital refers to the availability of short-term liquidity of a company. IFM maximizes the value of a firm by spending on projects with positive NPV. This will generate positive cash flow for a company.
3. Functional activities: Comprehensive harmonization in several functional areas like marketing, production, etc. is offered by the IFM to MNCs to achieve financial goals. In case of imperfect IFM in MNCs, the other business units can be effectively maintained. Thus, IFM also determines the success of an MNC (Bekaert and Hodrick, 2017).
IFM, also known as global financing operations has supported the global business of HSBC a lot and it has helped human resource finance, sustainability, communications, and marketing. International finance has helped HSBC to manage costs and use its capital in the best way possible. Financial accuracy, insight, and control are provided by the finance managing teams to improve the international business. The internal audit system has allowed the company to operate by managing risks and controlling the management processes. The international marketing system has also supported HSBC in expanding the business and generating more revenue by making sure about more marketplace occasions. This will allow them to manage their financial activities in the global market and ensure high success (HSBC, 2022).    
[bookmark: _Toc109910316]Dividend distribution policy of HSBC
While the global economy is trying to recover from the pandemic effects, HSBC has made some accelerated plans for the payouts of its shareholders. The bank is said to come across its objective of squandering 40% to 55% of the dividends earned in the current year. The chances of buying back the shares are also examined. HSBC is said to be one of the biggest contributors to dividends in European banking. The bank is expected to pay 7 cents as a share interim dividend. HSBC started a new rebuilding in the current year that focuses on operating in the Asian markets where the company can get the best return value on its money. The bank aims at managing more assets for the richer section of residents, where the market is lucrative but highly competitive as well. Talking about the history of dividend distribution policy, the dividend interim for 1H21 was £0.051203 (Hbsp, 2022) value per share which was announced in August 2021 and in February 2022 value per share was £0.138188 which shows the value has increased in the last six months. In the second quarter of 2021, the wealth of HSBC balanced up to 18%, net income was down 9% in comparison to the previous year and the CET1 ratio was 15.6% (Fidelity, 2022). 
[bookmark: _Toc109910317]The efficient market hypothesis of HSBC 
Efficient Market Hypothesis (EMH) is an analysis of financial management that talks about the information about investment securities, prices, and all those which are already known. According to EMH, an investor can act randomly but if it all works together they have to perform efficiently in a market. There are 3 forms of EMH- weak form, semi-strong form, and strong form.   
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Fig. 1: 3 forms of Efficient market hypothesis
(Source: QS Study, 2022)
Weak form of EMH
In the weak form of EMH, the historical stock prices OF HSBC have been mentioned in GBP.

	Months
	Prices (GBP)
	Open
	High
	Low
	Volume  
	Change

	Jun 2022
	535.60
	534.00
	555.45
	497.80
	688.85M
	0.49%

	May 2022
	533.00
	503.90
	534.80
	477.95
	664.86M
	6.32%

	Apr 2022
	501.30
	527.16
	541.10
	473.00
	388.22M
	-4.59%

	Mar 2022
	525.40
	505.45
	533.20
	449.20
	804.27M
	2.10%

	Feb 2022
	514.60
	533.40
	567.20
	503.40
	602.67M
	-2.46%

	Jan 2022
	527.60
	456.90
	547.03
	455.00
	634.34M
	17.60%


Table 1: Stock prices of HSBC for last six months
(Source: The Telegraph, 2022)
The semi-strong form of EMH
In this part, the latest public information regarding the stock prices of HSBC UK. The company operates with assets of 2.48 trillion (GBP) currently. Following financial measures give the citizens enough knowledge about investing in HSBC shares. Valuation metrics resemble that the shares of HSBC may have been overvalued, the value score is not quite good for investors to choose this and the low growth score also tells that the company is not operating quite efficiently in the market. 
A strong form of EMH 
There is some private information regarding the stock prices of HSBC. The company in the UK has shown a positive trendline but historical prices of shares are not quite reliable in indicating future investment work of the company. The information regarding share prices is given to the public only for informational regard, not regarding trading. The share prices shown to the public only talk about the corporate actions during a particular period. 
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In this assessment, out of all the methods taken by HSBC to appraise projects, an income statement for 2020 has been prepared. This financial analysis will talk about how well the company has dealt with the appraisal of projects. 
	Income statement of HSBC, (2020 vs 2021)

	
	2021
	2020

	
	£m
	£m

	Net interest income
	                        1,754  
	                         1,898 

	Net fee income
	                        1,413  
	                         1,400 

	Net income from financial instruments measured at fair value
	                        3,432  
	                         2,314 

	Gains fewer losses from financial investments
	                               60 
	                                95

	Net insurance premium income
	                        1,906  
	                         1,559 

	Other operating income
	                            594 
	                             417

	Total operating income1
	                        9,159  
	                         7,683 

	Net insurance claims, benefits paid, and movement in liabilities to policyholders
	                      (3,039)
	                        (1,783)

	Net operating income before the change in expected credit losses and other credit impairment charges1
	                        6,120  
	                         5,900 

	Change in expected credit losses and other credit impairment charges
	                            174 
	                            (808)

	Net operating income
	                        6,294  
	                         5,092 

	Total operating expenses excluding impairment of goodwill and other intangible assets2
	                      (5,416)
	                        (5,903)

	Impairment of goodwill and other intangible assets
	                              (46)
	                            (802)

	Operating profit/(loss)
	                            832 
	                        (1,613)

	Share of profit/(loss) in associates and joint ventures
	                            191 
	                                 (1)

	Profit/(loss) before tax
	                        1,023  
	                        (1,614)

	Tax credit
	                               23 
	                             136

	Profit/(loss) for the year
	                        1,046  
	                        (1,478)

	Profit/(loss) attributable to the parent company
	                        1,041  
	                        (1,488)


Table 2: Income statement of HSBC
(Source: HSBC, 2022)
Net operating income, operating profit, and overall profit for the year 2021 all have been reduced in comparison to the covid. The company has to work harder to improve these stats.  
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While MNCs operate in various financial markets on a global basis, the are certain issues that the corporations face which have been discussed below-
1. 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). 
2. 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.
3. Political issues: 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).
HSBC has been mainly affected by Brexit. HSBC used to operate in other regions of the European Union but now the importers and exporters are refusing to work with HSBC. The company also feels that some of the trade flows will get changed because of Brexit. Also, the global reduction in trade has left HSBC to focus only on the domestic market. The company is also expected to lose investments in several international markets because of covid as people are left with little liquidity in their hands. In China, the company has not been able to expand because of the rise of local banks and provisions from the Chinese government as well (Ft, 2022).        
[bookmark: _Toc109910320]Conclusion
The importance of IFM has been analyzed. HSBC has been hugely benefited by IFM as it is mentioned. The dividend distribution policy of the company has been expressed in detail as well. Adding to it, the EMH here showed the weak, semi-strong, and strong forms considering HSBC's performances and policies.  On the income statement of the company says , the company has to do a lot of things in 2022 to improve its income. The reasons behind this dropdown in performance is can be the recent political or global issues that the company faces but HSBC needs to overcome those challenges to improve the income statement.  
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