






International Financial Management






Ivan Georgiev
1914979
LCBB6002


















Table of Contents
1. Introduction	3
2. Discussion	3
5. Conclusion	8
References	10



Company name: Coca-Cola
[bookmark: _Toc102386187]1. Introduction 
This study elaborates the dividend distribution policy of multinational beverage corporations and highlights the efficient market hypothesis theory market to predict the performance of the company and, most importantly, determine the stock price movements. Coca-cola is the global leader in beverage companies. This company has an interest in soft drinks and energy drinks. The company has operated for more than nine decades, and most importantly, the company adopts a high dependency policy. This present study has discussed the appraising project method of Coca-Cola, including the dividend distribution policy.
[bookmark: _Toc102386188]2. Discussion 
2.1 Dividend distribution policy of Coca-Cola
The main purpose of International financial management is to maximise the wealth of the company's stakeholders. This process has been discussed based on currency, political situation, and, most importantly, diversified opportunity sets. 
According to the report, the coca-cola company pays dividends consistently, and the company has adopted a dividend policy since 1963. The company has a strong dividend policy, and first and foremost, this company (The Coca-Cola Company. 2022) has a high credit rating, and the overall performance of this company is highly impressive, according to the financial statement   
2.1.1 Final Dividend
Final dividend 
A final dividend policy refers to the dividend policy declared by the company for a given fiscal year, and this method has been calculated after all year-end financial statements. With the application of this policy, the board members of the company could be able to analyse the profitability and enhance awareness about the financial health. According to the report, the performance of dividend per share received by the stakeholders is excellent for coca-cola company. This is the cash payment method, and this method is forecasted by the analysts. The major significant factor is that the Coca-Cola company has been able to increase per share over the last five years. The annual dividend growth of the company is 8% and 10 % for the entire period (Gkeka et al., 2018, p.44). 
[image: ]

Figure 1: Final dividend 
(Source: Svogun, 2020)

2.1.2 Interim Dividend 
The interim dividend is the dividend payment method, and the interim dividend method is paid out ahead of the firm's general meetings. The interim dividend has been calculated before the release of the final financial statement. In this case, the final approval is given by the stakeholders. The Coca-Cola company has lifted its dividend dependency growth by about 6.0% yearly. According to the report, the next dividend payment of this company is about the US $ 0.42 per share (Gómez, 2019, p.520). 
[image: ]
Figure 2: Interim Dividend of Coca-cola from 14/09/2020
(Source: Arab, 2018)
2.1.3 Application of Gordon's model of dividend policy
Gordon's model of dividend policy plays a significant role analyse the optimum payout ratio and evaluating the financial investment of the company. With the application of this model, the company could be able to understand the constant growth in dividends. The main purpose of this model is to examine the market value of the share and, most importantly, evaluate the cost of capital and expected annual growth of the company. 
3. Market hypothesis theory related to Coca-Cola
3.1 Application of Efficient market hypothesis theory
Samuelson and Fama have developed the efficient market theory for the analysis of share prices and stock trade policy. The market hypothesis theory highlights the share price information. Moreover, the application of the efficient market theory helps the company to operate efficiently. The major significant factor is that this theory explains the stick trade on the fair market value and the efficient market hypothesis theory helps to provide important information such as current stock price and stock trade at fair value. With the implementation of the efficient market hypothesis, the investors are able to fundamental analysis, and this theory helps to achieve the same profit on average. The market hypothesis theory has three forms that are weak form, semi-strong form, and strong form. The weak form of efficient market hypothesis theory assumes the price of securities reflects all available market information. Semi strong form of efficient market hypothesis highlights the current stock price and fairly reflects all market information. On the other hand, a strong form of efficient market hypothesis highlights the current stock price, and this process helps to analyse the internal development of rolling out the new product of the company (Bogataj and Bogataj, 2019, p.5137). 
[image: ]
Figure 3: Efficient market hypothesis theory 
(Source: Abdelhady, 2021, p.332)
3.2 Challenges faced by the company in different international financial markets 
Many obstacles are faced by the Coca-Cola company, and according to the world health organisation, the maximum consumption of Coca-Cola might be harmful to health and paper bottle waste and water scarcity are caused by the Coca-Cola company. Due to this reason, the company faced severe challenges, and the beverage industry is highly competitive. The major competitor of this company is PepsiCo. According to the data, three tons of plastic have been used by the company. On the other hand, a large number of plastics have been disposed of within the surroundings. These disappointing factors could be able to create environmental pollution, and the main ingredient of this company is water. Pollution is the biggest environmental condition, and due to this reason, the coca-cola company focuses on minimising the problem issues related to the plastic solution (Rey-López and Gonzalez, 2019, p.810). The major significant factor is that in 2018, the company announced plans to reduce the usage of plastics. The company has designed its packages in an innovative way to reduce the amount of raw material and as well as enhance the economy in a strategic way.

4. Methods of appraising projects of Coca-Cola
4.1 NPV Method
This method helps to calculate the current total value of the future system and the major significant factor is that if the NPV of a project or the investment is positive, this factor indicates the discounted future values of invested cash flows. For the calculation of the NPV, the estimation of the future cash flow is mandatory. This method helps to determine the current discount rate, and this provides a beneficial opportunity to understand the profitability or loss of a particular project or any given investment. On the other hand, NPV helps to determine the present value of the future investment in the cash flow. This method assists in analysing the possible earnings. Coca-cola follows this NPV method to analyse the future cash flow and determine the future investment of the cash flow.  A positive NPV value indicates the projected earrings generated by the project, and this factor indicates the profitability regarding investment in the particular project. On the other hand, negative NPV indicates the net loss of a particular project (Mari et al., 2020). For the NPV calculation, identification of the number of periods and as well as the examination of the discount rate is a mandatory factor in analysing the future cash flow in an effective way. This is used in the capital budgeting, and the NPV method helps to determine the current value and, most importantly, analyse the future cash flow generated by the project. 
4.2 IRR Method
IRR method help to determine the profitability of the potential investment, and this method helps to an annual rate of growth. This method is used for the yearly budgeting for any specific project. This is the simplest way to assume the profitability of the estimated project in an appropriate way. With the application of this method, Coca-cola could be able to understand the potential savings and examine the future growth rate related to the estimation of any project.   This method provides a quick snapshot of the potential value or savings, and this is the most effective and significant way to understand the variable cash flow over the investment. This innovative and effective method provides a beneficial opportunity for the analysis of the performance benchmark, and this process evaluates the investment or project. This method estimates the rate of return to indicate the profitability of the project. 
[bookmark: _Toc102386189]5. Conclusion
This study has discussed the final dividend and interim dividend dependency policy of multinational beverage company Coca-Cola. It evaluates the application of the efficient market hypothesis theory to analyse the stock trade on the fair market value. This theory highlights the important information related to the current stock price and stock trade at fair value. This present study explains the challenges of this company in different international financial markets. This current study also discusses the strategies of this company to overcome the challenging factors. This study has mentioned two methods of appraising projects that are NPV and IRR, to understand the profitability or loss of a particular project or any given investment. These methods assist in determining the present value of the future investment, which can help the company to understand the requirements of an investment.   
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