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INTERNATIONAL FINANCIAL MARKET CHALLENGES




Coca-Cola is one of the most successful and recognizable brands globally but also faces many challenges in the international financial markets. Some of these challenges are:

•	Currency fluctuations: Coca-Cola operates in more than 200 countries and territories, generating about 60% of its revenue outside the U.S. (Ridder, 2022) This exposes the company to currency fluctuations, which can affect its profitability and cash flow. (Coca-Cola HBC, 2022)

•	Economic downturns affect Coca-Cola sales, especially in emerging and developing countries. (Coca-Cola HBC, 2022) A global economic downturn can reduce consumer spending and demand for its products, as well as increase the cost of raw materials and operations. For example, in 2020, KO sales volume declined during COVID-19 and the lockdown measures imposed by many governments (Upshall, 2021)

•	Regulatory pressures: Coca-Cola is subject to restrictions in different countries (i.e. taxes, labour laws), which can affect its business activities and reputation. (Coca-Cola HBC, 2022)

•	Competitive threats: Coca-Cola faces intense competition from other beverage companies that may also enter new markets or segments where Coca-Cola has a strong presence. For example French authorities stopped Coca-Cola from acquiring Cadbury Schweppes (Center for Ethical Organizational Cultures, 2014).




DIVIDEND DISTRIBUTION POLICY

The dividend policy defines the dividend pay-out structure, i.e., how the dividends are distributed to the shareholders. Therefore, how often, when and in what form prizes will be distributed. (Chen, 2023)
Depending on the type of policy, the pay-out is more or less predictable, violable, active or passive.
The Company's basic dividend policy is to actively redistribute profits, placing the highest priority on stable dividend payments. The Corporation has set a pay-out ratio target of 30% or more of net income for the year (Coca-Cola Bottlers Japan Holdings., 2023), whereas it is currently 56.09% (Koyfin, 2023)
Company history and today in dividends 
The Coca-Cola Company has augmented its dividend over 51 following years (Koyfin, 2023) with an ever-increasing cash amount. (The Coca-Cola Company, 2023) This makes it a growing dividend company, ideal for a buy-and-hold strategy. In the following table, we see the dividend paid quarterly per year and the change in value compared to the previous year. Rewards are paid quarterly, usually in equal amounts. (Koyfin, 2023)
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(The Coca-Cola Company, 2023)
Attractive dividend Yield 

Dividend Yield is helpful for understanding past dividend maturity and identifying patterns over time on dividend pay-outs as a result of measuring total return for investors. The components in question, therefore, indicate the market capitalization and the liquidity returned to the shareholders. In this case, if the yield is 3.04%, shareholders receive $3.04 for every $100 of capital invested in stock (Koyfin, 2023). Looking at the long-term yield, Coca Cola is quite resilient in its pay-out history. (Koyfin, 2023)
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(Koyfin, 2023)

Importance of Dividend stability above violability

The reason why it is convenient to invest in Coca-Cola is precisely because of the stability of its payout. For this reason, dividends have been growing steadily for several years and offer good medium and long-term earning opportunities.
A stable policy is often synonymous with infringement for the company since the payment of dividends does not depend on the company's profit. In fact, Coca-Cola is paying most of its takings, confining the amount of cash that can be ploughed in the business or needed to deal with unexpected circumstances. (Kalinic, 2021).
However, the company's stability trumps this aspect, as the business has demonstrated resilience in its dividend policy and maintains, as previously mentioned, a pay-out ratio of 56.09%. Being the balance below 60%, the company proves efficient in retaining enough earnings to pay dividends and reinvest in the company. Dividends can therefore be defined as safe. (Koyfin, 2023)

THE EFFICIENT MARKET HYPOTHESIS THEORY
EHM defines how market prices contain all available information about securities. Consequently, market efficiency determines the level at which stock prices include all available and relevant information about how the market is impossibly wrong. (Arnold, 2013, p234-238)
The EMH theory recognizes that unpredictable movements happen because of unexpected news but that, when the associated information is integrated, it returns to the efficient market.
Following this model, it would be impossible for investors to outstand the market and consequently obtain returns above the market average.
Following EMH, there would be no overvalued or undervalued stocks, one of the factors that demonstrates how controversial the theory is. Taking for example the intrinsic value of a KO stock, which is currently 54.39 USD (AlphaSpread, 2023), it is possible to understand the actual value of the KO stock (presently overvalued by 10%) based on its financial health and its performance, not based on the current market price of the shares.
Fundamental analysis helps understand how economic and accounting information aids to predict the future price of the company's stock. (Arnold, 2013, p234-238) Taking into consideration the following data, it can be concluded that:[image: A screenshot of a financial report
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The values indicated above show that the Company's financial situation is more than positive. Earnings are continuously increasing, as are cash flows. The only negative value is capex, an element of great importance in a company's business. It provides insight into whether the Company is investing in continuing to grow or simply to support itself. However, this data is not so negative if combined with the rest of the information indicated above since the growth of KO depends on the investments made. If the rest of the data grows, it is also the result of the effective investments made.
A decomposition of the balance sheet helps to evaluate KO, i.e. in understanding whether the Company has investment potential or to assess the stability itself, evaluating the relationship between assets and liabilities. (Ross, 2022)
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As far as the assets are concerned, a large part of intangible assets is noteworthy. The value of the intangibles, although they have no apparent physical value, is not insignificant. They are critical to delineating long-term success or failure. (Mcclure, 2022) 
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Liabilities settlement affects how spending is paid before taxes are deducted. For long-term investments, the interest rate is higher than for short-term investments, however, the time available to repay this interest is longer. Therefore, Society is focused towards stability since it incurs a lower risk. (AlphaSpread, 2023)





APPRAISING PROJECT METHODOS EVALUATION
As mentioned, Coca-Cola focuses on obtaining funds through trust with the shareholders. Operating on international territory, the company focuses on analysing fluctuations in the exchange rate.
In addition to it as the company strictly depends on cash flows, Coca-Cola, also uses the internal rate of return (IRR) method and NPV to evaluate projects.
Both methods are using a discounted cashflow technique (DCF) concentrating on the time value of money. Net present value (NPV) is a discounting method involving cash flows and the initial investment. A project is appraised when it is greater than or equal to zero, while it should be refused if it's under zero (Arnold, 2013, p 38- 48). As for IRR, it transforms the net present value to zero, which ultimately concludes the expected annual rate of return on a project (Arnold, 2013, p 38- 48)
The methods used are vital for the company as they help investigate the extent of financial flows and their timing or evaluate the time value of money for investment opportunities.
In addition, the company focuses on the basic rule of acceptance of the IRR, which is based on the cost of capital (Arnold, 2013, p 38- 48). The cost of capital should never be higher than the IRR; otherwise, the company could suffer financial losses. Another advantage for which Coca-Cola chooses the methods in question is precisely because of their simplicity. Indeed, since measuring the expected annual rate of return is far from simple, Coca-Cola can analyse numerous projects and periods. Therefore, the methods mentioned prove effective as Coca-Cola can predict the volume of revenues and the relative timing, having better management and investment planning. (Tracking our progress How we measure our progress, 2017) 
In conclusion, being Coca-Cola, a multinational that covers a vast choice of projects and investments, NPV and IRR are effective because of the Society expansion. Initial data on which these discounters depend, i.e. cash flow, period time, and initial investment, are always available. The company proves to be firmly in control of cash flows and the cost of capital. The application of these methods, therefore, depends on the type of investment in which Coca-Cola is interested.
Considering the analysis of Coca-Cola's financial performance, the investment opportunities in which the Company strongly engages are related to sustainability and fuel growth. (Tracking our progress How we measure our progress, 2017). Coca-Cola increases consequently its revenues and sometimes builds new links for future collaborations.

CONCLUSION
In summary, Coca-Cola is a stable and unbeatable company in its market position. Financial contributions from shareholders allow the company to attract revenues for the business itself and for shareholders by establishing a relationship of trust with investors. While the company incurs high risk, shares and market rates are above average among Coca-Cola's competitors. This, therefore, beats the efficient market hypothesis and demonstrates that the brand outstands the market. Coca-Cola pays excellent attention to the choice of projects and how to finance them. This is due to the company's experience in the market and its international expansion, which allows it to have a superb choice and evaluate more projects simultaneously. Coca-Cola is in continuous development: its effective international financial management allows it to increase revenues for future projects continuously.
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