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Introduction:
The internet has revolutionised the business world, allowing many smaller businesses to expand and have a true global reach. This is something that any business that harbours aspirations to expand can and should hope to achieve as getting a brand name to be globally recognised can only be beneficial to the aim of generating more income. 
Bush PLC is an American mining corporation looking to enter a joint venture with Pink-apples, a Chilean company which owns significant copper reserves in Chile. Many companies that undertake such huge ventures as this often fail due to a lack of analysis on factors such as inflation or currency exchange rates. The use of strategic tools should be considered by companies before the venture is undertaken to minimise and identify all possible risks to the venture. This report will ultimately aim to identify these potential risks and analyse the factors for these risks.

Finance loans and debt:
Any business that is looking to expand is going to need the capital to invest in the new venture. Some companies may have a surplus of cash readily available for opportunities such as this, however many are going to need to raise the funds from outside sources. Luckily for most businesses loans are a readily available form of funding for solid business ideas although the finance for a project should suit the purpose. For example, is it a short-term or long-term project:

“Short-term capital should not be used to fund long-term plans – and equally, long-term debt finance should not be chosen to meet short-term or immediate needs.”
(Business Finance Guide, 2017)

This suggests that assets should not be tied up in project that’s they do not suit. Interest rates are going to be a factor in deciding whether to take a loan out. For example, the interest rate in America is currently 1.25% and in Chile, although still low at 2.5%, is significantly higher. This is a positive for Bush and Pink-apples as less of the profit they are generating will be needed to repay interest a loan taken in the USA. 
Another way for these companies to secure sufficient funding for their venture is to raise money against their debt. This is called debt financing states that:
“Debt finance consists of raising money by borrowing from a lender, with a promise to repay the money (usually with interest) at a later date.”
(Uk.practicallaw.thomsonreuters.com, 2017)
The benefit of this form of funding is that it can generate cash quickly, however, the downside is that it can be rather expensive in the long run. One of the reasons that Bush and Pink-Apples should consider this is that their venture could be undertaken by another joint venture, so speed is essential.

Finance shares:
Shares are a way for a business to generate large amounts of capital quickly, which fits with the requirements of this venture:

“Shares are units of ownership interest in a corporation or financial asset that provide for an equal distribution in any profits, if any are declared, in the form of dividends.”
(Staff, 2017)

A problem with raising funds through shares is that the more successful a business is, the higher the price of shares goes, leading to higher dividends for shareholders. However, this may be unavoidable for this venture as they are limited to how to generate the necessary capital quickly and inexpensively.

Beta shares:
Shares, as mentioned, are a good way of generating funds in the short term but over time they can prove ineffective as the market value fluctuates meaning a company may pay out dividends in excess of the original funding. Chile is no exception for this as their market is rather unstable:

“Beta is based on the volatility—extreme ups and downs in prices or trading—of the stock or fund. A beta of less than 1 means that the security will be less volatile than the market. A beta of greater than 1 indicates that the security's price will be more volatile than the market.”
(McClure, 2017)

High betas are not good for businesses as a high value indicates an increased risk of the share to an investor, which in turn means that a business must pay a higher return (or dividend) to be an attractive investment. 
Pink-Apples is likely to have a high beta as inflation in Chile is 10% compared to 2% in USA. The exchange rate of 1 US dollar to 150 Chilean pesos may also make shares in the venture unattractive.



Weighted average cost of capital:
[bookmark: _GoBack]Many businesses have assets that they can call upon and Bush and Pink-Apples have these assets also. They must raise capital to finance both and this is where the weighted average cost of capital (WACC) comes in to play. WACC is something that this venture should try and pay close attention to as it is the average (combined) interest rate the new company must pay to finance its assets. As such, it is also the minimum average rate of return it must earn on its current assets to satisfy its shareholders (Peavler, 2016). 
WACC aims to count the cost of finance for both equity and debt for both companies and is shown as a percentage. The goal should be to keep the WACC as low as possible as the more invested on financing capital, the less there is available to spend on reinvesting.    

Currency exchange:
The current exchange rate of 150 Chilean pesos to $1 US will play a big part in the venture. One way to lower the risk of foreign currency exchange fluctuation is hedging:
“Hedging is a way for a company to minimize or eliminate foreign exchange risk. Two common hedges are forward contracts and options. A forward contract will lock in an exchange rate today at which the currency transaction will occur at the future date.”
(John C Hull, 2006)
The reason it will play a big part in this venture is that exchanging money needs to be done when dealing with business in different countries and the inflation rate in Chile currently is around 10%, meaning that the buying power of the currency that they have exchanged is lower. The risk can be lowered by acquiring a fixed exchange rate. 

Political risks:
Politics in a less stable country can affect a business as policies and changing regulations can also affect a business so should be considered:

“The political situation of a country affects its economic setting. The economic environment affects the business performance. For example, there are major differences in Democratic and Republican policies in the US. This influences factors like taxes and government spending, which ultimately affect the economy.”
(Contributor, 2017)

In the proposed venture, Chile is a less stable political environment than America as it is a dictatorship rather than a democracy, meaning decision-making is often more volatile and less well thought through. The USA is also unstable at present due to recent presidential policies. This is going to mean that the beta shares of Pink-Apples will be higher with higher dividends, something that is going to be attractive to potential investors.


World Trade Organisation (WTO):
The WTO deals with business rules and regulations between nations although this does not mean they set policy or tariffs. The WTO is an organisation that regulates international trading and has many members including Chile and America which is a positive for the proposed venture as Bush and Pink-Apples will be able to trade effectively. 
Although they do not set policy as already stated, they police the rules set up and agreed by member states. This would be a great support for this venture as they have an organisation that they can turn to for any information or advice.

Advantages:
There are many advantages for this joint venture between Bush PLC and Pink-Apples the greatest of which is the stability of the value of copper (US, 2017). Many businesses in Chile have had a struggle lately with copper but copper has traditionally always returned to a stable place. This is a positive for Bush PLC and Pink-Apples as copper is returning to a less volatile phase. 
Another advantage for this venture is the low interest rate in America of 1.25%. This will benefit the venture in many ways, the main reason being that less of the profit they make will need to be used to repay the debt. 

Disadvantages:
The disadvantages for this venture include exchange rates because of the instability of the Chilean economy compared to America which will lead to the exchange rate fluctuating daily. 
The next factor to consider is the equally unstable inflation rates in Chile and America; Chile currently has an inflation rate in excess of 9%. This may be viewed as a bigger problem for Bush as the money they will be investing may return less at higher risk.

Conclusion:
From the information gathered throughout the report there would be a strong suggestion to go ahead with this venture as, although interest and exchange rates are somewhat volatile, if all possible effects are factored in from the start, the risk can be minimised. This would mean that the profit being made needn’t be funnelled back into repayments, meaning that the venture will be relatively beneficial for both parties. 
Something that is not being said here is that this venture is without its problems. However, they are ones that can be overcome meaning that this venture should be taken up by Bush and Pink-Apples. 
A key recommendation for this venture would be to secure a fixed exchange rate which would take a significant amount of pressure off as budgeting and finances would be easier to control. 
The security of copper is relatively stable currently which would be beneficial for the venture to have a significant amount of this material bought with funds that have not been borrowed or gathered.
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