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Introduction

In the age of globalisation, international and multinational business organisations are available in
our business market. These types of organisations run their business function in the international
borderless market. International financial management is also known as international finance
which is concerned with the financial management in the global market. International financial
management deals with financing, investing and paying dividends to the stockholder in the field
of the global market (Madura, 2020). Dividend policy is one of the important functions of internal
finance which reflex the organisational performance. Coca-cola is a multinational soft-drink
manufacturing company that runs its business in more than 200 countries. The essay aims to
identify the dividend policy of the Coca-Cola company, discuss the market hypothesis theory that
Coca-Cola use and evaluation of method project appraisal of the MNC.



Dividend distribution policy of Coca-cola company.

International financial management has three important functions in which the dividend policy-
making decision is one of the important decisions which creates the organisation's face value to
the investors and stakeholders. Four types of dividend policy can be seen in international finance.
These are Regular dividend policy, stable dividend policy, irregular dividend policy and no
dividend policy. A regular dividend policy means an organisation pays the same dividend amount
to its stockholders whether the organisation make a profit or loss (Dewasiri, et al., 2019). A stable
dividend policy refers to that an organisation fixed a rate of profit for paying dividends where the
amount always fluctuates. An irregular dividend policy means that an organisation pays dividends
irregular basis which means they pay according to their profit and loss. According to no dividend

policy, an organisation does not pay any dividend to its stockholders.
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Figure 1: Last Nine issued dividends by Coca-Cola (Source: Xu, et al., 2020)



Coca-cola is a multinational organisation that uses an irregular dividend policy to pay dividends
to its customers. The above chart shows its last nine dividend amounts, declaration date, payable
date, ex-dividend date and amount in two currencies. From the above discussion, we know that an
irregular dividend policy means dividend decisions are depending on the profit and loss of an
organisation. The Coca-cola company’s financial manager takes dividend decisions after
calculating and estimating the net profit after tax and revenue. From the last five dividend pay-out
history of this company, we can see this organisation pays dividends in per cent 2.7% to 3.3% to
its stakeholders (EImirzayev and Omonov, 2020). After assessing the dividend pay-out and profit
proportion of the Coca-Cola company it is clear that this organisation pays dividendsatan irregular
rate. The dividend decisions are taken here based on their profit and organisational retained earning
requirements. The manager of this organisation firstly assesses the requirement of retained

earnings then keep the amount and pays the rest amount proportionally to the stockholders.



Efficient market hypothesis theory of Coca-Cola

The efficient market hypothesis is an economic and financial investment theory that describes an
organisation’s financial position through its stock price. The investors can understand the
organisation's current financial position and where it will move through the stock price. According
to this theory, it is believed that the share price describes the organisation's performance. The
theory is divided into three forms which are weak, Sami-strong and strong (Ying, et al., 2019). In
the weak form of an efficient market hypothesis, the market price describes all historical data and
the price of an organisation’s stock price. The movement of the market is uncleared here because

the rate of the current price cannot be based on the historical price.
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Figure 2: Efficient Market Hypothesis (Source: Rossi and Gunardi, 2018)

According to the semi-strong market hypothesis, it is treated that the market price is reflected in
all publicly available information about the market. Neither technical nor fundamentals analysis
can provide benefits for the market price. The strong form of efficient market hypothesis tells that

all public and privately available information is reflected in the current market price of an



organisation’s stock. In this regard, the market is assumed as perfect. And technical and
fundamental analysis cannot benefit the investor, abnormal gain can be possible through accessing
insider information regarding the share price of the organisation (Dewasiri, et al., 2019). According
to market hypothesis theory, the investors in the global market select, decide and invest the
appropriate investment options for them. The organisations use the theories to increase their

stock’s face value in the current competitive market and provide safety to the investors.

Coca-Cola company is a big organisation, which share’s market price describes the all private and
public available information. If anyone wants to get abnormal returns from Coca-Cola’s share, he
has to access the insider information of the organisation. For the share price of Coca-Cola
company, it is treated that the market is suitable and stable for investment. So, the organisation
follows the strong market hypothesis theory. Here no one can bite the market all time and
sometimes they can get abnormal returns occasionally (Xu, et al., 2020). The technical and
fundamental analysis would be rendered moot, from any of this no one can be more advantageous
than other users. All required information is reflected in the market's current price of shares and

stocks.



Methods of project appraisal of Coca-cola company.

In international financial management, the project appraisal is such tool that analyses the cost and
benefits of an organisation. This also describes the project’s success, risk and viability through
various methods. These methods are Net present value, Payback period method, Internal Rate of
Return and Profitability Index (EImirzayev and Omonov, 2020). The net present value of a project
is determined by summarising the costs, cashflows and benefits of a project. The positive value
influences acceptance of the project of an organisation. When an organisation invents any amount
for a project, it estimates the period in which it can get the invested money as a return. The method
is known as the payback method of project appraisal. According to the Internal rate of return
method, the organisational manager assumes that the initial present value of a project is Zero. If a
project’s calculated internal rate of return is more than the predetermined rate of return the
management selects the projects. The rate of return is the factor of acceptance and rejection of a
project. According to the profitability index method, a ratio is identified between the project’s
present cash inflow and the present value of the initial costs of the project (Tetiana, et al., 2018).

The project is accepted if the profitability index of the project is greater than 1:0.
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Figure 3: Profitability Index (Source: TRESNAWATI, 2018)

Coca-cola uses the profitability index method for assessing the prospects of a project. The benefits
and costs are calculated through the profitability index ratio. Which is expressed as the ratio
between the present value of a project’s cash inflow and the present value of cash outflow of the

project. The main benefit of the profitability index method is it considers all cash flow to estimate



the project’s acceptability. But the IRR method influence to acceptance of the wrong projects for
the mutually exclusive projects which is not worth full for the shareholders. The profitability index
method justifies the present value of future cash flows with the present cost (Lekovi¢, 2018). That
means the present value of costs and revenue are compared which is the aim of a project appraisal

method. This method increases the profitability as well as the stoke holder’s wealth of this
organisation.



Conclusion

International business refers to performing business operations in the global market or borderless
market. Where financial management is an important key to the success of an organisation. Global
Financial management means these activities are performed by a financial manager to manage the
financial activities in the global market (Shapiro and Hanouna, 2019). The Coca-Cola Company
is a multinational organisation that produces various types of cold drinks for more than 200
countries inthe world. The financial management of this organisation performs the dividend policy
inan irregular way which means the dividend rate and amount are determined after calculating the
profit. No predetermined rate or amount is followed here. According to the market hypothesis
theory, the Coca-cola company uses a strong form of market hypothesis theory. That means the
price of shares reflects the private and public available information in the market. No one can bid
on the market all-time (Madura, 2020). The essay also describes the methods of project appraisal

of the organisation which describes the cost and benefit analysis perfectly.
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