
INTERNATIONAL FINANCIAL MANAGEMENT
BP PLC



STUDENT NAME – DANIEL MIHAI
STUDENT NUMBER – 1917723 
MODULE NAME – International Financial Management (LCBB6002)
ASSESMENT 1 -February 2022(Weekend)
LECTURER NAME –Dr. Taye Timothy Osadiya

CONTENTS
INTRODUCTION	2
DIVIDEND DISTRIBUTION POLICY	3
MARKET HYPOTHESIS THEORY	5
PROJECT APPRAISAL METHODS	6
CONCLUSION	8
REFERENCES	9



[bookmark: _Toc101208188]INTRODUCTION
In this essay the details related to the dividend distribution strategy and with the theory of market hypothesis that BP has, and the details related to the use of project appraisal techniques to analyse the financial management of the company.


[bookmark: _Toc101208189]DIVIDEND DISTRIBUTION POLICY
The dividend distribution policy of any organisation is an integral part of its funding decisions. This policy is framed with respect to the choice of a business concerning the distribution and retention of its profits. This choice allows the business to implement the option of sharing the profits earned by it during the year with the shareholders in the form of dividends or keeping the profits to raise its capital and use the earnings within the business (Pattiruhu and PAAIS, 2020). The decision making about choosing the right choice to be executed is critical as the decision to provide dividends reduces the level of earnings from the business, while the decision of not distributing dividends and keeping or reinvesting profits can trigger a sense of demotivation or dissatisfaction with the business. The dividend policy is framed after addressing the influences caused by the level of leverage, liquidity, and profitability (Pattiruhu and PAAIS, 2020). 
The dividend distribution is considered one of the most prominent financial decisions of the business which also influences its financial performance. The key factors that affect this policy, as per KANAKRIYAH (2020) include the following:
· Legislation prevailing
· Availability of cash or sufficient liquidity
· Growth and expansion motives of the business
· Investment opportunities before the business
· Factors associated with capital markets and stakeholders
Dividends can be paid in various forms apart from cash such as scrip dividends, new shares, shares split, shares buyback or reverse stock splits, bond dividends, etc. Any of such dividends can be distributed with the agreement to the shareholders (KANAKRIYAH, 2020). 
BP PLC has framed its dividend distribution policy with the aim of maximising the wealth of its shareholders. It actively pays dividends to the shareholders every quarter by the decision made by the board. It also offers an interim dividend, i.e., dividend paid during the year, which is paid around eight weeks after it is announced. The organisation holds the right of changing the time or amount of dividend payment without any prior notice (BP PLC, 2022). BP PLC announces a dividend every quarter with the announcement of its operating results. The ordinary shareholders and ADS holders of the organisation are free to choose their form of dividend which can be availed within cash or reinvested to avail more shares of the organisation in future. The preference shareholders of the business receive dividends twice a year which are paid in the form of cash (BP PLC, 2022). The organisation paid the latest amount of dividend for the fourth quarter of 2021 amounting to 5.46 cents per ordinary share (BP, 2021).
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Figure: Latest dividend details of BP PLC
Source: BP, 2021.
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Market hypothesis theory states that the market incorporates all the relevant information in affecting the prices of securities and thus investors might get lucky in getting short term profits by making the varying decision of buying or selling securities, in long term, it cannot sustain the profitability of investors. The market hypothesis theory is suggested in three forms that are weak, strong, and semi-strong. A major conclusion of this theory is to always trade at reasonable value and thus this will make it impossible to buy either undervalued or sell stocks at overpriced share prices to increase profits. The analysis of the stock prices of BP PLC through the market hypothesis theory can be translated to strong from. As in the practical market conditions, prices fluctuate on the very second news comes about the companies. This makes the use of technical and fundamental analysis in making decisions that reflect better investment decisions (CFI, 2022). This prevents the investors from buying securities of BP PLC at the correct market prices to prevent abnormal losses and gains. The information that may not be available to the public also impacts the stock prices of BP plc. Being a public limited company, it must follow the code of corporate governance that directs the display of information that is necessary to be known by the public so that investors can make an enhanced decision related to the buying or selling of the stocks (CFI, 2022).  
As presented by Hurst (2022), the decision of BP PLC from exiting the Russian market has lowered the share prices of the company as the revenues will be decreased and this leads to a fall in net profits from the company. This has occurred as the result of ending the contract with Russian company Rosneft PJSC. Investors weigh the cost of the potential benefit of exiting the Russian market and this correction has taken place in the securities prices of stock of BP plc. One of the main reasons for these price fluctuations is the impact that this decision made on the financial performance of the company, as the British Gas giant will need to write off $25 Billion as the result of ending the partnership between the two companies. This led to the basis of the strong market hypothesis theory as the information that is publically available to the investor affects the share prices of the company. Regulating the investors’ decision through making the use of effective market hypothesis theory, stability in investing activities arrives so that investors can be saved from irregularities of the market (Hurst, 2022). 
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As said by Ghosh (2021), project appraisal is the method of making decisions related to the risk and return analysis of the projects. It is important to know the potential benefits that can be derived from the projects to make sure that business organisations implement proper decisions related to the choice of projects. There are five types of project appraisal methods that can be used by companies, but BP Plc makes the use of three methods of project appraisal that are financial analysis, technical analysis, and economic analysis.
Economic feasibility: this is related to the making analysis related to the availability of various resources that is important in serving the role of making better project appraisal decisions. It is important to assess the condition of the market so that once the project is taken the resources can be strategically implemented in it. Therefore, BP makes use of the economic feasibility technique in analysing the current economic conditions of the market and the potential changes that can be expected of the market so that the performance and productivity can be increased (Ghosh, 2021). 
Technical feasibility: it is related to analyzing the technological state of the company and how to advance the operations of a business organisation in terms of technological feasibility. The decision related top selection of a project should be based on the state of technology that lies within the company so that productive results can be generated. BP Plc is one of the largest gas and oil companies in the world and has all the relevant technological access that can be implemented in generating results from the project. BP makes use of this method of project appraisal through its innovation and engineering department which is the home to organisational excellence and innovation generation that sets up technological governance and supplies guidance on technical ability (BP PLC, 2022).
Financial feasibility: it refers to making the use of investment appraisal techniques that helps in calculating the risk and reward of the company so that better investing decision can be taken. the use of methods like NPV and IRR eases to make the use of the time value of money to make the necessary adjustments of inflation and the methods like payback period and discounted payback period will simply make the analysis of how much time will be required by the company in getting its funds back. BP Plc makes use of NPV and sensitivity analysis in making investment decisions (Shrotriya, 2018).
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Through this essay, it can be said that the efficient market hypothesis theory plays a key role in deciding the market behaviour towards the changes in prices of securities. BP Plc has a strong form of EMH. Along with that, three project appraisal techniques that are economical, technological, and financial feasibility are implemented by BP plc in making its fiscal management decisions. 
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