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Organizations across the global infrastructure must consider specific decisions when determining investment selections throughout the industry processes. An analysis should be conducted for optimization of investing throughout the different countries of the world. Team A has accessed the manufacturing organization considering the expansion to India and Brazil. This assessment has included how to relate the international flow of goods, services, and capital to the balance of payments and domestic economic behavior. The team addressed several areas utilizing the Internet including the trends of balance of payments accounts, including the current and capital accounts, and overall balance of payments over a three to five year period on a quarterly basis for the two countries; related various balance of payments accounts to fluctuations of the exchange rates of the proposed countries; and described current economic conditions of these countries. 
Trend Evaluation of Balance of Payment Accounts 

India is one of the fastest growing and largest emerging markets in the world and has attracted huge amount of investment and foreign investment in the capital markets and other industries. This investment is creating a stimulating economy in the information technology and outsourcing industries. Strong GDP growth and liberal government policies are two causes for this economic surge. The huge population and rising disposal income of the large middle-class population has protected the country from recession. The domestic demand in the economy has prompted global players to set up or ramp up their presence in the country. India's large pool of educated and English speaking workforce available at low salaries has been the backbone of outsourcing boom and a major attraction for companies, both in manufacturing and services, or even R&D sector, looking to set up operations or outsourcing operations in India. 
For manufacturing firms, one of the major decision-making criteria for setting up operations in a foreign nation is exchange rate scenario. For example, India's currency of the Indian Rupee has fluctuated quite a bit in the last few years against the U.S. dollar. In the last three years, the dollar has depreciated up to 20% against the Indian Rupee and then again appreciated in the last year to the previous levels. The exchange rate has shown 20% fluctuation. Indian Rupees have appreciated from higher 40's per USD to 39 Rupees per USD and saw its value depreciated against the dollar to go as low as 52 Rupees per USD. 

The exchange rate has not been a major concern for manufacturing firm's planning and hedging activities. The current appreciation of the U.S. dollar has made Indian operations of foreign manufacturing firms cheaper as they now have to spend fewer dollars per Rupee to manage their manufacturing operations. 

Looking at the capital account, "Both gross capital inflows to India and outflows from India declined in 2008-09, as compared to last year. While gross capital inflows to India declined to US$ 302 billion in 2008-09 from US$ 433 billion in 2007-08, the gross capital outflows from India declined to US$ 293 billion from US$ 325 billion during the same period. 

As a result, net capital flows at US$ 9.1 billion (0.8% of GDP) in 2008-09 remained much lower as compared with US$ 108 billion (9.2% of GDP) in 2007-08. Under net capital flows, all the major components except FDI and NRI deposits, showed a decline during 2008-09 from their level in the previous year. There were net outflows under portfolio investment, short-term trade credit to India and banking capital.  
Net inward FDI into India remained buoyant at US$ 35 billion (3% of GDP) during 2008-09 (US$ 34.2 billion or 2.9% of GDP in 2007-08), reflecting relatively better investment climate in India and the continuing liberalization measures to attract FDI. During 2008-09, FDI to India was channeled mainly into manufacturing sector (21.1%) followed by financial services (19.4%) and construction sector (9.9%)" (www.indiaonestop.com).

Although establishing an exact correlation between the FDI inflow, capital account, exports, imports, and the exchange rate is difficult, other factors also play an important role in determining exchange rate movements. FDI, especially in the manufacturing sector, has continued to grow in India as the country is becoming an attractive manufacturing and outsourcing destination. The ongoing recession in the United States has forced companies to seek cheaper manufacturing locations in low cost nations and India has been a favorable recipient of such foreign money. 
Brazil’s Balance of Payment Fluctuations vs. Exchange Rates

Looking at the exchange rate movement of Brazilian Real against the U.S. dollar, the fluctuation has been quite steep on either direction in the last three years. The Brazilian Real appreciated against the USD from January 2007 to approximately July 2008 from 2.2 Real per USD to 1.6 real per USD and then again depreciated to as high as 2.4 real per USD in early 2009 and has again started strengthening against the USD. 

Given the fluctuation in the currency movement, the Indian Rupee looks more stable as compared to Brazilian real against the USD. The Brazilian real has shown steep exchange rate movements against the USD, which is not favorable for manufacturing organizations. Brazil is closer geographically, but the advantages offered by India in terms of educated, English speaking labor at low costs, favorable government policies, and exchange rate movement strengthens its claim as a favorable or preferred manufacturing destination. 

"The current account in Brazil in May, posted a deficit of USD 1.7bn. We were expecting a smaller deficit, of around $1 bn. Indeed, dividends remittance was negative in USD 2.6bn with "other services and income" net negative in USD 1.2bn. However, the surplus in the trade balance of 2.7bn prevented the current account to be even more negative in May. When compared with May '08, current account deteriorated from the USD -0.8bn saw in that month, due to lower trade surplus (USD 4.1bn surplus in May'08). The trade balance result (USD 2.7bn) comparing with April (USD 3.7bn) was caused mainly by the fall on exports volume on the margin. On the imports side, volume expanded by 2.4% in May following a small contraction of 0.9% m/m s.a. in April. 

On the capital account side for Brazil, there was a strong inflow. Indeed, FDI reached USD 2.5bn and the inflow from Brazilian direct investments were USD 1.4bn. As a result, the net direct investment reached USD 3.9bn, well above that in May of 2008 USD -0.1bn. Portfolio flows were also positive, USD 3.0bn, reflecting mainly foreign investments in equities (USD 2.5bn), topping the USD 1.7bn in May of 2008. 

Over the last 12-months, the current account deficit went down from -1.4% to -1.5% of GDP. An interesting aspect is the FDI (accumulated in the last 12 months) rose from 2.9% to 3.1% of GDP" (www.brazilandeconomies.blogspot.com).

Brazil has attracted strong FDI and inflow of funds. However, given India's strong flow of FDI, stability of exchange rate as compared to Brazil's currency makes it a better manufacturing destination.
U.S. Dollar Versus India Rupee in the Last Three Years:

(ADVFN PLC., 1999 - 2010)
U.S. Dollar Versus Brazil Real in the Last Three Years:






(ADVFN PLC., 1999 - 2010)
India’s Balance of Payment Fluctuations vs. Exchange Rates

The currency of India is called the Rupee. One U.S. Dollar was equal to 45.48 Rupees as of May 7, 2010. Exchange rates fluctuate daily, in a 120-day period, the lowest exchange rate was 44.23 on April 14, 2010 and the highest was 46.89 on December 17, 2009.  According to the United States of America Department of Commerce, 

The Indian market with its one billion plus population, presents lucrative and diverse opportunities for U.S. exporters with the right products, services, and commitment. India’s requirements for equipments and services for major sectors such as energy, environmental, healthcare, high-tech, infrastructure, transportation, and defense will exceed tens of billions of dollars in the mid-term as the Indian economy further globalizes and expands. India’s GDP, growing at 6.7% (for 2008-09), makes it one of the fastest growing economies in the world and the second fastest in Asia. India has potential for a sustained growth of 8-10% for the next couple of years. Now is the time for U.S. companies to enter the rising Indian market.

Exchange rates are based on the supply and demand. When the U.S. Dollar is exchanged for Rupees, the value of Rupees increases because there is a high demand for Rupees. Because India’s economy is expanding a great deal and the Rupee is weak compared to the Dollar, doing business in India would be considered a great way to get good cheap labor. In 2008, the total trade between India and the U.S. was $63.63 billion, U.S. exports were $32.44 billion and imports from India were $39.89 billion. The exports and imports have more than doubled from 2007 showing how good it is to expand businesses to India. Many businesses have taken advantage of doing business in India and have succeeded. One hundred companies on the Fortune 500 list, has expanded successfully to India.
The currency of Brazil is called the Real. One U.S. Dollar is equal to 1.84 Reais as of May 7, 2010. The lowest exchange rate was 1.71, December 3, 2009 and the highest was 1.88 on February 5, 2010. Expansion in the largest country in South America is becoming popular due to the expected growth of 3.5% to the country’s economy.  According to The FINS wire Team, 
“the biggest U.S. bank by assets is looking to challenge Goldman Sachs and Banco
Santander, which are both expanding in Brazil. Goldman is hiring 11 bankers in the
country to start local private banking and asset management businesses. Meanwhile,
Santander just completed Brazil’s biggest IPO ever in October to expand its local
offerings” (2009). 
In 2009, U.S. exports to Brazil were $26 billion and imports were $20 billion.
Balance of payment accounts includes current account, capital account and financial account. Current account is the difference between a nation’s total exports of goods, services and transfers, and its total imports of them. “Capital account is the net result of public and private international investments flowing in and out of a country” (Investopedia, 2010). Financial account “records transactions in external assets and liabilities. The financial account consists of direct investment, portfolio investment, other investment, and reserve assets” (National Statistics, 2004). India has a deficit when it comes to the current account balance and it has been that way for some time; however, tourism helps. The capital account fluctuates; the figures are positive but have declined 38% since 2008. The financial account decreased 25% since 2008. Brazil’s current account is negative after declining 173% from 2005. The capital account fluctuated but had a positive increase of 58% and the financial account has increased 693% since its deficit in 2005. The financial account increases as the value of the Real decreases. The value of the Rupee seems to stay the same or change slightly so has no effect on the balance of payments.

Economic Conditions of India and Brazil
India is one of the world’s fastest growing economies. Several economic advantages exist for both Indian and foreign investors. India’s economic boom comes primarily from outsourcing of information technology businesses (EconomyWatch.com, n.d., para. 1). India’s gross domestic product (GDP) stands at about $2965 billion as of 2007. Main contributors to India’s success are service type businesses, followed by industry, and agriculture. Exports total $140.8 billion whereas; imports totaled about $224 billion (EconomyWatch.com, n.d., para. 2). India’s inflation rate rose to 11% as of July 2008. However, between the India government and the Reserve Bank of India, steps were taken to help reduce inflation back down to 6%. The 6% is in-line with previous year inflation rates of around 5.3% (EconomyWatch.com, n.d., para. 3).
An upside to the economy also brought more interest from foreign investors. As India’s economic environment started to change because of the national government’s favorable attitude toward foreign investors, so did the foreign investors view change of the country. The total dollars invested by foreign investors increased almost two-fold from around $15 billion to $25 billion within one year. In addition, India’s foreign exchange exceeded $341 billion that made India the fourth most eye-catching investment target in the world (EconomyWatch.com, n.d., para. 5).
Not all countries can tout the same success story as India. Brazil, for example has been experiencing an economic crisis. In 1999, Brazil was trying to understand how to make the economy positive. Education, training, and unemployment were immediate needs for its residents. “The social and economic infrastructure needed swift and long-lasting changes to turn conditions around basic needs such as electricity and water also needed to be addressed” (Baily & Heinz, 1999). At the time, Brazil’s 27 states had accumulated debts of $80 billion with the federal government. After the state of Rio Grande do Sul started to pay interest on debts into an escrow account and started to look for renegotiation of term with World Bank, World Bank suspended disbursements for health projects, which  spurred a loss in local and foreign investor confidence (Baily & Heinz, 1999).
Today, Brazil has seen a turn-around in the economy and a move by government leadership to reform the country’s debt-ridden pension system, which reduces the deficit by $20 billion. Other steps toward reform have enabled Brazil’s economy to show signs of growth and unemployment percentages to decline (Infoplease.com, 2008).
Both India and Brazil are great places to consider when deciding on investments. However, the most important decision is that of the research and planning for a proper analysis. This analysis provides for the best forecasting and assessment towards all decisions moving forward. These considerations should include the balance of payments, exchange rates in regard to the United States, and how the cultural trends dictate the decision making. Ultimately, knowing the environment and forecasting properly will allow for the most accurate and careful approach to investment decision selections.
References:

ADVFN PLC. (1999 - 2010). US Dollar vs Indian Rupee (USDINR) Exchange Rate Charts.
Retrieved May 10, 2010, from ADVFN Forex:
http://www.advfn.com/p.php?pid=qkchart&symbol=FX%5EUSDINR

ADVFN PLC. (1999 - 2010). US Dollar vs Brazil Real (USDBRL) Exchange Rate Charts.
Retrieved May 10, 2010, from ADVFN Forex:
http://www.advfn.com/p.php?pid=qkchart&cb=1249101758&symbol=FX%3AUSDBRLBailey, M. & Heinz, S. (1999) The Brazilian economic crisis. Retrieved on November 28, 2009
from http://www.twnside.org.sg/title/brazil-cn.htm
Banco Central do Brasil. (2009). Balance of payments. Ministry of finance. Retrieved May 8, 2010 from http://www.bcb.gov.br/?BALANCESPECIAL
EconomyWatch.com. (n.d.) India Economic Conditions. Retrieved on November 29, 2009 from
http://www.economywatch.com/economic-conditions/india.html
FINS wire Team (2009). Bank of America expanding in Brazil. Retrieved from http://www.fins.com/Finance/Articles/SB125986920610775223/Bank-of-America-Expanding-in-Brazil-Countering-Goldman-and-Santander
India One Stop. (2009). India’s balance of payments. Retrieved May 8, 2010 from http://www.indiaonestop.com/economy/balanceofpayments/economy-macro-balance%20of%20payments.htm
Infoplease.com. (2008). The Lula Administration Oversees Economic and Social Reform.
Retrieved on November 30, 2009 from
http://www.infoplease.com/ipa/A0107357.html?pageno=2
Investopedia. (2010). Investopedia. Retrieved May 8, 2010 from http://www.investopedia.com/?viewed=1
National Statistics. (2004). Economic terms. About national statistics & ons. Retrieved May 8, 2010 from http://www.statistics.gov.uk/about/glossary/economic_terms.asp
Saddi, V. (2009, June 24). Latin America and Brizil - On Economics and Politics. Retrieved May 10, 2010, from Brazil and Economics: http://brazilandeconomics.blogspot.com/2009/06/balance-of-payments-results brazil.html
U.S. Census Bureau. (2010). Trade in goods (imports, exports and trade balance) with Brazil. Foreign trade statistics. Retrieved May 8, 2010 from http://www.census.gov/foreign-trade/balance/c3510.html#2010
United States of America Department of Commerce. (2010). Doing business in India. U.S. commercial service India. Retrieved May 8, 2010 from http://www.buyusa.gov/india/en/motm.html
www.indiaonestop.com. (2010, April 2). India's Balance of Payments (2008-09). Retrieved May
10, 2010, from www.indiaonestop.com:
http://www.indiaonestop.com/economy/balanceofpayments/economy-macro
balance%20of%20payments.htm

X-rates. (2010). X-rates. Retrieved May 8, 2010 from http://www.x-rates.com/calculator.html
RUBRIC FOR THE EVALUATION OF WRITTEN ASSIGNMENTS

	CRITERIA
	NEEDS IMPROVEMENT

Minimum Points
	SATISFACTORY

Medium Points
	EXCEPTIONAL

Maximum Points

	CONTENT
40%
	The writer does not demonstrate cursory understanding of subject matter, and the purpose of the paper is not stated.  The objective, therefore, is not addressed and supporting materials are not correctly referenced.

1.39 or FEWER POINTS
	The writer demonstrates limited understanding of the subject matter in that theories are not well connected to a practical experience or appropriate examples, though the attempt to research the topic is evident, and materials are correctly referenced.

1.40 to 1.79 POINTS
	The writer demonstrates an understanding of the subject matter by clearly stating the objective of the paper and links theories to practical experience.  The paper includes relevant material that is correctly referenced, and this material fulfills the objective of the paper.

Earned 1.90
1.80 to 2.00 POINTS

	ORGANIZATION
30%
	Paragraphs do not focus around a central point, and concepts are disjointedly introduced or poorly defended (i.e., stream of consciousness).
1.04 or FEWER POINTS
	Topics/content could be organized in a more logical manner.  Transitions from one idea to the next are often disconnected and uneven.

1.05 to 1.34 POINTS   
	The writer focuses on ideas and concepts within paragraphs, and sentences are well-connected and meaningful.  Each topic logically follows the objective.  The introduction clearly states the objective or ideas leading to the purpose of the paper, and a conclusion draws the ideas together.

Earned 1.50

1.35 to 1.50 POINTS

	FORMAT
5%
	The paper does not conform to APA style.






0.16 or FEWER POINTS
	The paper does not conform completely to APA style (e.g., margins, spacing, pagination, headings, headers, citations, references, according to the APA Manual).

0.17 to 0.22 POINTS
	The paper is correctly formatted to APA style (e.g., margins, spacing pagination, headings, headers, citations, references, according to the APA Manual).

Earned 0.25
0.23 to 0.25 POINTS  

	GRAMMAR,  PUNCTUATION, & SPELLING

10%
	The writer demonstrates limited understanding of formal written language use; writing is colloquial (i.e., conforms to spoken language).  Grammar and punctuation are consistently incorrect.  Spelling errors are numerous.


0.34 or FEWER POINTS
	The writer occasionally uses awkward sentence construction or overuses and/or inappropriately uses complex sentence structure.  Problems with word usage (e.g., evidence of incorrect use of Thesaurus) and punctuation persist, often causing difficulties with grammar.

0.35 to 0.44 POINTS
	The writer demonstrates correct usage of formal English language in sentence construction.  Variation in sentence structure and word usage promotes readability.  There are no spelling, punctuation, or word usage errors.



Earned 0.50
0.45 to 0.50  POINTS

	READABILITY & STYLE

15 %
	The writer struggles with limited vocabulary and has difficulty conveying meaning such that only the broadest, most general messages are presented.



0.51 or FEWER POINTS
	Some words, transitional phrases, and conjunctions are overused.  Ideas may be overstated, and sentences with limited contribution to the subject are included.



0.52  to 0.67 POINTS  
	The reading audience is correctly identified, demonstrated by appropriate language usage (i.e., avoiding jargon and simplifying complex concepts appropriately).  Writing is concise, in active voice, and avoids awkward transitions and overuse of conjunctions.
Earned 0.75
0.68 to 0.75 POINTS


STUDENT’S NAME_Learning Team A   DATE _05/16/2010  _GRADE  __5.00______ out of  5
ASSIGNMENT  Investment Decision Selection Paper
Faculty Comments:

This was an excellent paper. 







�Good section below


�Good section below


�Good section below





