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Abstract
This report looks at Bush-Rich PLC who want to go ahead with a joint venture deal but have to import the copper from Chile to the USA. Bush-Rich PLC fear that there could be could be potential risks faced from the deal with the Chilean company and these risks need to be examined before making a joint-venture deal which is what the aim of this report is to show. Inflation rates in Chile are high at 10% and low in USA at 2%. The report will analyse all the factors that could affect raising capital, political instability in Chile and how these issues increase the beta of both companies which could affect the joint venture for Bush-Rich PLC  and Pink-Apples to determine whether this import of copper can be done successfully between both companies. Also the advantages and disadvantages will be examined of buying copper and importing it into the USA. The report will conclude whether it would be a profitable joint venture for Bush-Rich PLC to invest in the copper and import back to the USA.


Introduction
Businesses can trade internationally expanding their reach beyond their own domain due to advances in technology. Bush-Rich PLC which is a major international copper processing company based in USA are considering a joint venture with a Chilean company, Pink-Apples who own large amounts of copper. Bush PLC are wanting to import large amounts of copper back into the USA. 
Forms of Finance
Bush-Rich PLC could use a few sources of finance to help cover the costs for the project such as equity, loans and debt as Sanjay Borad describes “There are various sources of finance such as equity, debt, debentures, retained earnings, term loans, working capital loans. They are classified based on time period, ownership and control, and their source of generation.” (Borad, 2017) 

Equity Shares
In order to raise the capital of Bush-Rich PLC in the joint-venture, selling some ownership of the company shares from Bush-Rich PLC will help finance this business venture by raising the overall capital which comes from the shareholders “A company can raise capital by taking on money from venture capital firms or taking out business loans, but selling stock is going to be a much more cost effective and pain-free way of raising funds because there will be no interest to pay on the capital they raise.” (yourcompanyformations.co.uk, 2017) This method venture capital is an effective way Bush-Rich PLC can look to sell their shares to raise capital in order to help finance the joint-venture with Pink-Apples. However, Bush-Rich PLC must be aware that there are limitations to this method of raising capital and may prefer the other suggested method of using debt to finance this joint-venture. As shares are sold on the stock market, it is high risk as it can not be predicted exactly what the share price will vary to be putting the company at a risk of losing profit. Both companies must be aware that a gearing ratio will be taken into account, which examines the assets that are financed by a long term borrowing method “Gearing (otherwise known as “leverage”) measures the proportion of assets invested in a business that are financed by long-term borrowing.” (Riley, 2010) For both  Bush PLC and Pink-Apples to assure they have a low gearing rate their debt amounts must be low against the higher amount of shares. 

Loans and Debt 
Banks offer a sum of money that is repayable in an agreed amount of time and “A bank loan is an amount of money borrowed for a set period within an agreed repayment schedule. The repayment amount will depend on the size and duration of the loan and the rate of interest.” (Riley, 2015) Banks also usually look to larger companies than start-up ones which favours Bush-Rich PLC. However, Debt is another source and a cheaper method of raising capital in comparison to selling shares (equity). Bush-Rich-PLC can choose to pay at a premium which will lower the rate of interest on the loan over a long period keeping it at a fixed percentage. The rates of interest in USA are 1.25% now which is very low and 2.5% in Chile also being low which means debt to finance the company is a viable option which won’t harm the cash flow of either company. It is an available source of finance and certainly will boost finances for this joint venture quickly speeding up the deal for both companies. 
Beta shares
Shares are a form of finance that can be a risk, however shares represent ownership of a company, Common stock shares which are described as “The stock may benefit shareholders through appreciation and dividends, making common stock riskier than preferred stock.” (Investopedia, 2017) Beta shares relates to business on the stock market with their riskiness being evaluated with a beta value of one, stocks that are volatile or fluctuate a lot have a Beta value of more than one making it higher risk but a higher return rate. And a stock with a low beta value below one is less risk and more than likely offer a low return rate. Renee Booker explains the differences between why choosing a more volatile and risky Beta company or a less volatile company with lower risk beta value “A low beta value typically means that the stock is considered less risky, but will likely offer low returns as well. The higher the beta value, the more risk you take as an investor, but the higher your chances are of a big return as well.” (Booker, 2017) Bush-Rich PLC would be benefit from the common shares method. 

Weighted Average Cost of Capital (WACC)
Weighted Average Cost of Capital has the ability to examine a company’s sources of finances and work out the average capital of these finances to see if the company is worth investing in a project such as Bush-Rich PLC’s situation with Pink-Apples “Weighted average cost of capital means an expression of the overall requited return on the company’s investment. It is useful for investors to see if projects or investments or purchases are worthwhile to undertake.” (Wilkinson, 2013) Both companies need to raise their capital in order to be able to finance this joint venture, which is how WACC can be applied to the project. WACC uses a formula that examines the Equity, Debt and preferred stock and always presents the required return of average as a percentage for each dollar a company finances. So, for every dollar that Bush-Rich PLC puts towards financing this joint venture with Pink-Apples it will pay a percentage of interest for every dollar, which in this case is would be a considerable amount of interest for Bus-Rich PLC due to $1 equivalent to 150 Pesos. WACC allows Bush-Rich PLC to examine the risk of financing its company’s money into a company outside of their country of operation, Pink-Apples. 

Political Risk
“Political risks are those associated with changes that occur to a country's policies governing businesses, as well as external factors that could affect businesses.” (Christy, 2016) Pink-Apples being based in Chile doesn’t provide Bush-Rich PLC with any confidence as their current political state is very unstable, and it is forecasted due to political issues, inflation rates could increase. The Beta of shares for Pink-Apples could be high due to the instability of Chile, making the dividends higher which will make the Pesos worth less against the Dollar. Bush-Rich PLC must be aware that trade politicians in USA are putting increased tariffs in place of products coming into the country, bringing up the price on any Copper imported and using up more cash flow of Bush-Rich PLC so this risk must be accounted for. 



Currency Exchange 
Exchange rates which currently between USA and Chile are $1 to 150 Pesos, which with the inflation rates being 10% in Chile and 2% in the USA it makes the dollar of less value than it originally is in the USA “Inflation leads to a decline in the value of money. The inflation rate is the annual percentage change in the price level. Inflation is measured by government statistics such as RPI (Retail price index) and CPI (consumer price index).” (Pettinger, 2016) Bush-Rich PLC can combat the currency inflation rates by using a form of hedging known as inflation hedge, which is described by Investopedia, experts in the business area as a protection against the inflation rates that decrease the value of the currency “An inflation hedge typically involves investing in an asset that is expected to maintain or increase its value over a specified period of time.” (Investopedia, 2017) This form of hedging would be a good option to combat the risk of Bush-Rich PLC investing their currency in something that won’t decrease in value losing buying power and be effected by the high inflation rates in Chile when purchasing the copper.

World Trade Organisation (WTO) 
The World Trade Organisation which is described as a company who want to bring together companies from different countries to increase trade internationally “First, it administers existing multi-lateral trade agreements. Every member receives Most Favored Nation Trading Status. That means they automatically receive lowered tariffs for their exports.” (Amadeo, 2017) The WTO set rules that favour a company like Bush-Rich PLC with their multi-lateral trade agreements which allows lower tariffs for exports so with the Copper being exported to the USA it will bring down the cost on the inflation rates that are high in Chile at 10%. 














Advantages of Importing Copper into the USA 
Importing Copper back into the USA has many advantages such as: 

· Low inflation rates – Due to the much lower 2% inflation rates in USA in comparison to 10% in Chile the copper product will be imported at a lower cost and sold at a considerable profitable price in the USA meaning it is much more attractive for companies to buy copper from Bush-Rich PLC when they may have been put off buying from another country like Chile due to the high amounts of inflation. 

· Low risk – There is little risk to Bush-Rich PLC as they are just importing the copper into the USA and not having to physically mine the copper as Pink-Apples are the company to do that, they hone all the risk if anything was to go wrong with the extraction of the copper. Bush-Rich PLC simply just have to import it to the USA at a rate they are happy with, they face little risk in this joint-venture with Pink-Apples. 

Disadvantages of importing Copper to the USA

There are disadvantages to importing copper into the USA from Chile such as: 

· High Inflation – The inflation is high in Chile at 10% currently, Bush-Rich PLC must be aware that this will affect their value of the dollar when buying the copper from Pink-Apples, using up more of their cash flow. Due to the high inflation, prices must be higher when selling copper in the USA to cover the costs lost on the inflation rates of Chile. Also, it has been forecasted inflation could rise due to Chile’s unstable political issues. 


Conclusion 
To conclude, based on the evidence found throughout this report the joint venture deal for Bush-Rich PLC with Pink-Apples would be profitable. It could be financed through debt due to the low interest rates in both nations. There is risk involved in most business deals but they can reduce the risk Bush-Rich PLC by using the sources of finance in the report and examining the risks beforehand such as political and currency exchange. Overall, it is a good decision to import copper from Chile and Pink-Apples back into the USA for Bush-Rich PLC. 
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