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Introduction


International financial management as a concept is constantly growing with the increasing technologu and globalisation. It is also called international financeand is very important in today's economic market. In simple terms, it refers to the management of macro economic relation and their money related transactions at international levels. This concept is  different from the basic financial management concept because it includes factors like currencies of different countries, prevailing geopolitical situations, imperfect markets, relations with the countries and various other macro factors. This concept plays a crucial role in taking various investment decisions in international markets. In this report, dividend distribution policy of Europe's largest bank, HSBC, will be discussed along with its efficient market hypothesis. And furthermore, various different methods of appraising used by HSBC will be discussed. As the bank has foothold in major parts of the world, it will provide us with better understanding and learnings of financial management techniques.
TASK
International Financial Management: 
Also known international finance, is the management of funds and finances in international markets. It deals with the study of financial transactions between two or more countries. This helps the organisation to connect and express itself in the international markets and expand its business (Khattak, 2020). HSBC has its presence in 126 countries in the world with 39 million customers worldwide.

With the increasing globalisation, the concept becomes much more important and crucial in day to day transactions between two different countries. IFM helps to create different relationship with every different country by determining the exchange rates that are completely based on the values of currencies in-connection with IRFS system i.e financial reporting of standards (Rugman, A.M., 2019). It also plays an important role in investment opportunities in foreign debt and bond securities by determining the clear picture of the market. With effective IFM, HSBC could expand its business to various other countries in which it has no presence as of date.

IFM might also face challenges in its workings. HSBC has to face complex taxation system of every country and must abide itself with the same to continue its business without any interruptions. High level volatility in international markets also affects the workings and could be another challenge in IFM.      

Dividend distribution Policies of HSBC bank:
A dividend distribution policy is a financial decision of structuring its dividend payout to its shareholders. It is the policy stating the percentage of the firm's income to be paid out to shareholders. It is upon the company to decide on the portion of profit to be distributed or to be reinvested in the business. There is no obligation on the part of company to pay dividend to its shareholders (Tahir and et.al., 2020). Dividends are generally recommended by board of directors. The overall objective of dividend distribution is to provide clarity to shareholders about the company's financial and stability and attract new investors towards the company. 

HSBC pays dividend to its shareholders at a decent rate over the years. The dividend yield percentage is 4.38% which is far better than the industrial average of 2.114%. The pay-out ratio to the shareholders is 31.33 %.  This is considered good as compared to other banks in the sector. On an estimate HSBC pays $1.14 dividend per share semi-annually to its shareholders which seems as best return on investment for the investors. 
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Source: https://www.tipranks.com/stocks/hsbc/dividends 
Efficient market hypothesis of HSBC bank: 
Market hypothesis refers to study the behaviour of shares and interpret on the basis of it. It is also known as Efficient market theory. EMH states that shares of any company is traded at his true and fair market value depicts by the experts, and it becomes impossible for traders to trade the shares on inflated or undervalued price which facilitates to stop insider trading. Higher returns can get only by purchasing the higher riskier investment options.
EMH works on different assumptions which includes; stocks are being traded at their market value on exchange, all the needed information is being presented through actual stock market value, HSBC bank has performed their analysis in such a way that help investors to analyse their securities and make decision accordingly. Some important points under market hypothesis are given below:

· The most important point out in EMH is share price will give all idea about company.

· Main emphasis of EMH is to stock trades at fair market value.

· Assumption is made that investors not able to make conclusion from market performance they need to make decisions from the available information.
Types of efficient market hypothesis:

· Weak form market hypothesis assumes that all the information is not yet disclosed to the public.
· Semi strong from market hypothesis states that market condition will change quickly as any information get leaked in the market.
· Under this type of EMH it assumes that investors are well aware about historical and current market information strong from market hypothesis.
Methods of Project appraisal; 
There are various techniques used by HSBC bank for choose the project among given projects, some of the techniques of project appraisal are given below:

· Payback period technique: Under this technique cash flow of every project is matched with their respective investment and the project with the least payback period is selected. It means that project will be selected which has shorter payback period. HSBC bank will analyse their all projects and project with the least payback period will be selected.

Formula: Payback Period= Initial investment/ Cash flow per year

· Net present value technique: This technique is more often used worldwide because time value of money is considered in this technique, HSBC bank can also use this technique to analyse their projects. Under this technique, present value of all inflows will be calculated with the given discount rate and sum of all inflows will be compared with the initial investment and the project with highest or positive NPV will be selected.

Formula: NPV= Total present value of cash inflows – Initial investment

· Internal rate of return technique: This method will help HSBC bank to find out which project gives maximum profits among all projects. It is a rate under which NPV of project will become zero.

· Profitability index: This technique is used to check the ratio between total present value of cash inflows with total present value of cash outflows. If present value of cash inflows is positive, then profitability index will be greater than one and with the negative NPV profitability index will be negative.

Formula: Profitability index= Present value of cash inflows/ initial investment
Efficient market hypothesis of HSBC bank: 


Market hypothesis refers to study the behaviour of shares and interpret on the basis of it. It is also known as Efficient market theory. EMH states that shares of any company is traded at his true and fair market value depicts by the experts, and it becomes impossible for traders to trade the shares on inflated or undervalued price which facilitates to stop insider trading. Higher returns can get only by purchasing the higher riskier investment options (Kang and et.al., 2022).
EMH works on different assumptions which includes; stocks are being traded at their market value on exchange, all the needed information is being presented through actual stock market value, HSBC bank has performed their analysis in such a way that help investors to analyse their securities and make decision accordingly. Some important points under market hypothesis are given below:

· The most important point out in EMH is share price will give all idea about company.

· Main emphasis of EMH is to stock trades at fair market value.

· Assumption is made that investors not able to make conclusion from market performance they need to make decisions from the available information.
Types of efficient market hypothesis:

· Weak form market hypothesis assumes that all the information is not yet disclosed to the public.
· Semi strong from market hypothesis states that market condition will change quickly as any information get leaked in the market.

· Under this type of EMH it assumes that investors are well aware about historical and current market information strong from market hypothesis.
Conclusion

From the above report, it can be concluded that dividend distribution policy is made by the firm for its shareholders to attract new investors. The policy of HSBC is to provide instant return to its shareholders which gives a positive sign in the market. Further, efficient market hypothesis theory has been included which states that information related to the stock prices are readily available in the market and are shared to the public such that they could take informed decisions.
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