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[bookmark: _Toc102218827]INTRODUCTION 
In this report, the efficient market hypothesis theory and the project appraisal techniques of Associated British Foods plc will implement that will enhance the understanding related to how effectively finance is managed in the company. 
COMPANY BACKGROUND
Associated British Foods plc is a “diversified international food, ingredients and retail group with sales of £13.9 billion and operated by 128,000 employees worldwide”. The company is currently operated in “53 countries across Europe, Africa, the Americas, Asia and Australia”, serving millions of customers regularly (Associated British Foods plc, 2022).
The company operates in five business segments: grocery, agriculture, sugar, ingredients and retail.
· Grocery segment consumer-facing foods that produce and market a variety of household brands, both nationally and internationally.
· Agriculture segment producing animal feed and “a range of value-added services for farmers, feed and food producers, processors and retailers”.
· Sugar segment it “operates in 27 factories, 10 countries and has 32,000 employees, producing approximately 4.5 million tons of sugar annually".
· The Ingredients segment is “focused on high added-value ingredients” for food & non-food areas.
· Retail segment – Primark an international retail operating in 400 stores in 14 countries and over 70,000 employees (Associated British Foods plc, 2022).

[bookmark: _Toc102218828]IMPORTANCE OF INTERNATIONAL FINANCIAL MANAGEMENT 
International finance is the brand of financial and applied economics that deals with the exchange of finance between two or more countries. Thus, it is important for the companies operating multinationals to better manage their finances. Some of its importance is: 
· It helps in calculating the exchange rates of different currencies so that the relative worth of every transaction can be understood.
· It can enhance the value of investments in the international market as inflation across different countries can be put into consideration and effective opportunities will be selected to make investments.
· The use of international finance helps the business in comparing the financial statements prepared by subsidiary companies in different countries through international financial reporting standards (Taha, 2022). 


[bookmark: _Toc102218829]DIVIDEND DISTRIBUTION POLICY
Dividends are one of the important subject matters that interest not just the current but the potential investors of an organisation as well. Whenever a company earns profits, the dilemma of retaining the profits for reinvestment in the business or distribution of the same to the shareholders to pay them the returns on their investment majorly arises. The dividend distribution policy serves vitally in such situations. The main aim of a company is to maximise the shareholders’ values by formulating apt policies and making financing and investment decisions in its favour (Rochmah and Ardianto, 2020). The dividend distribution policy is one of the most crucial policies framed by the decision-makers of the organisation which addresses the choice of distribution of profits earned to the shareholders and their amount. Thus, the amount of dividend distributed by a company is finalised on the basis of such policy. This policy is determined after due consideration presented by the management and board so that differences in the interests of the different stakeholders can be addressed effectively (Rochmah and Ardianto, 2020). The dividend distribution policy is also seen as a company’s effectiveness in its financial performance and portrays its success in enhancing shareholders' value (Husain and Sunardi, 2020). 
Associated British Foods plc aims at serving its shareholders with the best policies and decisions in their interest. In order to serve them with the best dividend choices, the company pays a dividend to the shareholders each year and simultaneously provides them with the option for dividend reinvestment. It pays dividends twice a year, one time as an interim dividend usually around July and the other as a final dividend approved in the annual general meeting and paid usually around January (Associated British Foods plc, 2022). The dividend policy of the organisation offers a reinvestment option under which the whole cash dividend to be paid to a shareholder is utilised for purchasing further shares in the company at favourable commission rates. This increases the ownership of the shareholder in the organisation (Associated British Foods plc, 2022).
The board of Associated British Foods plc plays the key role in implementing the dividend distribution policy and finalising the amount of dividend to be paid to the shareholders for the year. Thus, it also holds the power of revoking the dividend payment for any year or distributing additional dividends in any of the years depending on the circumstances. With continued success and a focused aim toward shareholders' wealth maximisation, the organisation had been paying incremental dividends each year. However, the recent economic disturbance caused by the COVID-19 pandemic caused it to modify its policy for the year and it did not pay any dividend for 2020. In the latest year, i.e. 20221, it paid a dividend amounting to 26.70 pence per share and a special dividend of 13.80 pence per share (Associated British Foods plc, 2022).
[image: ]
Figure: “Dividends per share of Associated British Foods plc over the years”
Source: Associated British Foods plc, 2022


[bookmark: _Toc102218830]EFFICIENT MARKET HYPOTHESIS THEORY
The efficient market hypothesis or otherwise known as the EMH theory facilitates that all the information related to the stock and investments are factored into the current market prices of the security. It means the real-time changes in the prices of securities are inclusive of all the information related to the company. Therefore the stocks trade at a fair market value and cannot be purchased under-priced and sold overpriced. 
The EMH of Associated British Foods plc is strong as there is a large number of buyers and sellers in the market, and the stocks are always trading at their fair value. The reason behind the strong efficient market hypothesis theory is because the changes in share prices always reflect the use of both private and publically available information, that is available both historically and currently available information towards influencing the price of securities of the company. Thus it can be seen that any information that comes out in the market impact the share prices of the company either positively or negatively. Therefore using any insider information will not allow investors to leverage positive returns in long run (Ying, 2019) 
For an instance, with the increase in the profits of Primark as an associated brand of ABF, investors are looking at a healthy market growth of the stock as the band records its profit at pre-Covid levels, as the sales “are expected to be more than 60% of the last year”. The company has managed to subside the impact of increasing the cost of raw materials and other processes with its store cutting operational cost strategy. This balances the price of raw materials so that the sales would not get affected because of the increased process of commodities. This information will create a positive impact on the share prices and thus leads to a rise in the price of the security as the investors will find this positive in respect to the performance of the company and increase the returns towards investors. But at the same time, other information related to the company may impact the stock simultaneously (Sweney, 2022). 
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Figure: Changes in the market prices of Associated British Foods plc public limited company.
Source: Associated British Foods plc, 2022


METHODS OF APPRAISING PROJECTS
Project appraisal techniques are the methods that are used to assess the project or in other words a case for proceeding with the project so that profitable growth can be measured in the future. The use of project appraisal methods is facilitated so that a business organisation can assess the risks and rewards that are associated with a particular type of investment. Associated British Foods plc makes use of two types of project appraisal methods that are financial appraisal method to assess the financial standing of investments and the other method is economic analysis (Godbole and Jayraj, 2019).
Financial capabilities: ABF Plc makes use of various investment appraisal techniques like NPV and IRR to assess how much money can be generated by investing in investment as compared to the risks that are associated with the concerned option.  The use of these options have been improves the business calling for better risk-reward management decision that results in revenue generation and netter returns for the investment opportunities. Since these techniques also involve the use of the time value of money, this technique includes inflationary measures in calculating future returns. Therefore financial feasibility analysis helps in making better decisions making related to the financial standings of the company and also assists in making budgetary planning so that the most effective use of funds can be facilitated (Godbole and Jayraj, 2019). 
Economic analysis: economic analysis refers to the study of analysing the possible availability of raw materials, level of capacity utilization, and changes in income of the people. Interest rate fluctuations and other economic measures will impact the returns generated from projects.  A proper understanding of the profitability of the company in terms of the availability of resources will help in driving variables like sales and expenditure. Thus Associated British Foods plc makes the use of EOQ, break-even analysis and margin of safety among other important economic measures that help in calculating the economic viability often the company towards making profitable business operations (Fontes et al., 2020).

CONCLUSION
In this report, the details related to the efficient market hypothesis theory that suggested a strong EMH, and the use of project appraisal methods have been given including the use of financial feasibility and economic feasibility technique in apprising projects by ABF Plc.
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