



International Financial Management
Corina Georgiana Cirstea
ID 2007930
LCBB6002

                                         Corina Georgiana Cirstea   ID 2007930   LCBB6002

Contents
Dividend Distribution Policy of BT Group	3
Efficient market hypothesis theory in the context of BT Group	3
Methods of appraising projects used by BT Group	4
Challenges that BT Group may experience in different international financial markets	4
Methods and techniques relating to the financing of an international business	5
References	7



[bookmark: _Toc134122111]Dividend Distribution Policy of BT Group
BT Group aims to provide stable and sustainable dividends to its shareholders over time. It targets a total dividend payout of around 70% of underlying earnings per share over the medium term (BT Group, 2022). BT Group reviews its dividend twice a year and determines the appropriate level based on its financial performance, business needs, and market conditions. The interim and final dividends are approved by the board of directors. 
The company pays dividends twice yearly - an interim dividend in February and a final dividend in July. BT Group's dividend payments have grown over the years, reflecting the strength and stability of its business. The company raised its dividend by 5% in 2019, the 35th consecutive year of dividend increase (BT Group, 2022). BT aims to continue increasing dividends in line with earnings growth over the medium term while also investing in its business transformation.
BT Group generates most of its revenue from subscription services like broadband, mobile, and TV which provide predictable and stable cash flows. This enables the company to maintain a strong balance sheet with reasonable levels of debt and continue returning value to shareholders through dividends. Though economic uncertainty exists, BT Group is well-positioned to navigate challenges and deliver on its strategic goals. With a diversified business, long-term customer relationships, and a secure financial position, BT is committed to paying sustainable dividends and creating value for its owners. The company will balance dividend payments, and investments, and manage its debt levels to strengthen the business for future growth.
[bookmark: _Toc134122112]Efficient market hypothesis theory in the context of BT Group
The Efficient Market Hypothesis suggests that financial markets incorporate all available information into security prices instantly and accurately. This implies that BT Group's share price always reflects the fair value of the company based on all known details. New information about BT's performance, strategy, or industry trends would be promptly reflected in the stock price. Proponents argue this leads to optimal allocation of resources and benefits investors. Critics counter that markets can be inefficient and irrational at times. In the case of BT Group, the theory implies the stock price efficiently captures the value of the company's stable cash flows, strong balance sheet, dividend policy, business risks, and growth opportunities.
However, BT's share price could also be over or undervalued at certain points due to market sentiments, speculation, or herd behaviour among investors. Short-term price swings may not adequately represent the fundamentals of BT's business. The theory also suggests BT managers cannot influence the stock price through share buybacks, strategic decisions, or communication - the price will move based only on new information in the market. In reality, BT Group actively manages capital allocation and engages in shareholder communication to positively impact investor perceptions, even if they cannot fully control the stock price (Griffin and Pustay, 2015). The company buys back shares when they are undervalued and issues shares when needed to raise capital for investments. BT also highlights growth opportunities and key milestones in earnings reports, investor presentations, and media announcements to communicate its potential.
While the Efficient Market Hypothesis provides a useful theoretical framework, BT Group's practices suggest the market for its shares may not always be perfectly efficient. The company works to understand market dynamics, communicate strategically, and adjust capital structure to maximize value over the long-term, not just passively accept whatever price the market sets in the moment. Shareholder returns depend on the company's ability to positively influence investor assessments, not just new information in the market.
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BT Group rigorously evaluates all investment opportunities to ensure they will generate sufficient returns to justify funding. The company uses multiple methods to appraise projects, including discounted cash flow analysis, payback period, internal rate of return, and net present value.
Discounted Cash Flow
Discounted Cash Flow (DCF) analysis projects the annual cash flows of an investment over several years and discounts them at the weighted average cost of capital to determine net present value. Projects with a positive NPV are typically accepted. DCF considers the time value of money and risk, providing a comprehensive view of long-term benefits. However, DCF requires estimating many variables which can introduce uncertainty (Schneider et.al, 2016).
Payback Period
The payback period measures the time needed to recover the initial cost of an investment through cash flows. Projects with faster paybacks are preferred as they entail less risk. However, payback ignores cash flows beyond the payback period and does not consider the intensity or length of cash inflows, limiting its usefulness.
Internal Rate of Return (IRR) 
Internal Rate of Return (IRR) calculates the interest rate that makes the net present value of all cash flows equal to zero (Kerzner, 2018). Projects with an IRR above the cost of capital are acceptable. IRR provides a simple metric to evaluate mutually exclusive projects, but it cannot determine if an IRR meets requirements. It also does not consider investment size or timeframe.
Net Present Value (NPV) 
Net Present Value (NPV) is the difference between the present value of cash inflows and outflows of an investment. Projects with a positive NPV increase value and are accepted. NPV weighs both benefits and costs of timing cash flows appropriately. However, it relies on estimating variables like discount rates, growth rates, and project life which can introduce error.
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As BT Group expands into new global markets, it encounters various challenges related to differences in economic, legal, and cultural environments. Operating in diverse international markets introduces additional risks that BT must consider and manage carefully.
Economic challenges include fluctuations in currency values impacting costs, revenues, assets, and liabilities. BT hedge currencies whenever possible but exposure still exists. Interest rate changes can also impact funding costs and investment returns in different markets. Inflation and GDP growth may affect the affordability and demand for BT's products differently across countries.
Legal and regulatory issues like taxation, intellectual property protection, employment regulations, and corruption risks become more complex with international business. BT must ensure compliance while also minimizing costs, which can require resources and time to navigate in multiple jurisdictions (International Finance Corporation, 2017).
Cultural differences present risks of misunderstandings, lack of local knowledge, and failure to adapt strategies and communications to local preferences. What succeeds in one market may not translate to another, requiring careful market research and potentially staffing locally. Religious, ethnic, and social complexities also emerge as BT serves more diverse customer bases globally.
Operational challenges relating to logistics, infrastructure, and workforce management increase with a wider geographic spread. Moving people, goods, money, data, and intellectual property across borders introduces additional costs, coordination needs, and regulatory requirements that BT must manage efficiently.
Reputation risks are amplified internationally, as issues or mistakes in one market could potentially damage the BT brand globally. Consistently high-quality service, ethical practices, and positive customer experiences become even more crucial to BT's brand image across countries (International Finance Corporation, 2017).
Financial risks like liquidity, leverage, counterparty, and credit risks also emerge or become more complex in international business. New sources of volatility may impact BT's balance sheet strength, access to capital, ability to collect payments, and risk of loss; requiring close management of finances and allocation of buffers.
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Financing international operations presents unique challenges and opportunities. As BT Group expands globally, it must secure adequate funding to invest in new markets while managing risks like currency fluctuations, regulatory issues, and geographic dispersion of cash flows. Several financing methods and techniques are useful for international business.
Debt Financing
Debt financing, including loans, lines of credit, bonds, and private placements allows BT to raise large amounts of capital to fund international expansion without diluting ownership. However, debt payments must be made regardless of performance and cross-border loans introduce currency risks. Debt financing also requires significant collateral and bonding capacity which may be more difficult internationally (Wille, Hoffer and Miller, 2017).
Equity Financing
Equity financing, such as issuing shares or securing investments from global partners, provides capital without the obligation of debt repayment. However, it means giving up some ownership and control rights. Partnerships or joint ventures can also provide local market knowledge and partnerships to facilitate international progress.
Internal Financing Methods  
Internal financing methods include ploughing back profits, asset sales, and restructuring existing debt. These move money from other parts of the business rather than bringing in outside capital. They avoid dilution but limit the amount of funding available for large international investments.
Cash Pooling
Cash pooling techniques, including global Lockboxes, centralized treasury management, cross-border cash sweeps and zero-balance accounts help optimize cash positions across locations (Connolly and Jackman, 2017). This improves liquidity, reduces costs, simplifies management and enables better control of currency risks.
Currency Hedging 
Currency hedging using forwards, futures, options and swaps helps create more stability and predictability regarding the value of cash flows and balance sheet positions across borders. By hedging exposure, BT can reduce volatility, lower costs, and stabilize financial ratios important for debt covenants and valuations.
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