Post1 :

HIGH POLITICAL AND LEGAL RISKS
If I am in the position as a CEO of midsize, technology software company in Saudi Arabia and want to take my company global and offer my software worldwide. I will need to open offices in nations around the world then I will definitely not open offices in nations with high political and legal risks and I will just focus on a nation with low political and legal risks to opening a new location. Because, foremost, I am a CEO of midsize company so i cannot afford to take risks by investing in a country with political and legal risks (Westlund, 2011).
There are so many drawbacks to open offices in a nation with high political and legal risks. For instance, if my company does not have strong ties with new leaders if they gain power then local wars within nation can harm my office building, employees and equipment and investment could be ruined. These risks can cause raise in real value of my financial cost in the form of delays in software launching, mishaps in software launching events and employees cost. Only benefit of investing in such nation is that cost of labor is low due to uncertainty, restlessness and less employment opportunities. Labor prefers to work with multinational companies due to financial guarantees. However, this benefit is not worth investing if financial return is not good enough (Evans, 2015).
Making friends and avoid to create enemies is essential to open offices in new nations and it is easier in nations with low political and legal risk nations. Such nations are less stressed and can afford new technologies. Demands of software are also high in such nations so it is better to start from the political and legal risks free countries. It Financial returns are also higher in such countries and chances of chaos are very less which helps to grow the business smoothly. However, there is one disadvantage to start office in such countries; labor cost of such nations is higher than labor cost of the nations with high political and legal risks. However, it is not a very big issue as these costs can meet with financial returns.
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Comment 1:

While making office location decisions, managers need to invest in low political and legal risk nations to enhance business prosperity. In the politically risky countries, the return on investment could be low since the possibility of wars could be high. Despite the availability of cheap labor, it is essential to assess the risk involved while gearing to venture in countries with high political and legal threats.

Post2 :

Hi all ,
CEO has to consider many factors before entering a particular country. Risk management has proven key to business success, with only those enterprises that have implemented adequate risk management solutions overcoming the challenges posed by extreme volatility. Political‐legal risk factors are the most important in assessing an enterprise's foreign direct investment in a foreign enterprise. In general, there are two types of political risk, macro risk and micro risk. Macro risk refers to adverse actions that will affect all foreign firms, such as expropriation or insurrection, whereas micro risk refers to adverse actions that will only affect a certain industrial sector or business, such as corruption and prejudicial actions against companies from foreign countries.     
            All in all, regardless of the type of political risk that a multinational corporation faces, companies usually will end up losing a lot of money if they are unprepared for these adverse situations. So how can multinational companies minimize political risk? There are a couple of measures that can be taken even before an investment is made. The simplest solution is to conduct a little research on the riskiness of a country, either by paying for reports from consultants that specialize in making these assessments or doing a little bit of research yourself, using the many free sources available on the internet, Then you will have the informed option to not set up operations in countries that are considered to be political risk hot spots. While that strategy can be effective for some companies, sometimes the prospect of entering a riskier country is so lucrative that it is worth taking a calculated risk. In those cases, companies can sometimes negotiate terms of compensation with the host country, so that there would be a legal basis for recourse in the event that something happens to disrupt the company's operations. However, the problem with this solution is that the legal system in the host country may not be as developed and foreigners rarely win cases against a host country
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Indeed, the political-legal risks factors are an essential consideration for CEOs before making any venture decisions. The micro and macro political risks enhance the understanding of the implications of the situations for the investment. Thus before carrying out any investment, it is imperative to conduct an assessment of the political environment of a nation.

Post3 :

Group Think Dynamics
Group think phenomenon prevails when group members might not articulate individual opinions in case they differ with the majority owing to desire for harmony over good decision (Bazerman& Moore, 2008). Display of intensified harmony with little or no conflict, leadership’s impartial inability tendency, low self esteem and high stress illustrate signs of the same. Group’s skills and abilities overestimation, close mindedness, and one another’s conformance pressure substantively characterize this phenomenon (Janis, 1971). Rationalization, peer pressure, complacency, moral high ground, stereotyping, censorship, and unanimity illusion form substantial challenges’ significance experienced in the described prevalence.
Rationalization makes team members ignore contrary evidence against an alternative or decision upon convincing themselves that it is best. Peer pressure ensues when other group members collude against another one to pressure or penalize them towards compliance, upon expression of opposing opinion or questioning a resolution’s rationale (Sunstein & Hastie, 2015). Complacency originates from a group’s continuous and/or consistent successes making them adopt an overconfident status because of non-disagreements from other sources. Moral high ground results from all group members viewing themselves as moral, thus making a combination of moral minds and/or mindsets thought not to likely establish an immoral or poor decision.
Morality’s use as decision making basis breeds high conformance pressure due to individuals’ desire against being perceived immoral. A group’s continuous viewpoint (s) uniformity, leads to their perception of outsiders as possessors of inferior and different sets of morals often employed to discredit opposition (s), illustrating stereotyping (Shaw, 1971). Censorship makes members repress their judgments for conformance purposes. Tendency (s) not to speak out makes all group members assume that their decision (s) is undisputed creating a unanimity illusion.
Mitigation Strategies
Consensus decision making appropriately mitigates group think. It is imperative to incorporate framework for reviewing elementary assumptions behind essential decisions for resolution process validation (s) while evaluating risks involved (Janis, 2015). Objectives and alternatives exploration, encouraging challengeable ideas without reprisal, risk (s) examination upon choice of preferred alternative (s), assumption (s) testing, rejected options re-examination, objective information processing, and a minimum of one contingency plan construct a suitable decision making process.
Numerous group techniques facilitating such process include: brainstorming, modified borda count, six thinking hats, and the delphi technique. Brainstorming aids ideas’ free flow without criticism. Modified borda count permits each member’s individual contribution eliminating domination tendency (s) (Forsyth, 2018). Six thinking hats necessitates problem outlook from varied perspectives allowing members’ diversity. The delphi technique authorizes individual contribution (s) without group view knowledge and minute disagreement penalty.
Decision support tools like risk and impact analysis as well as the inference ladder enhance group techniques’ success. Risk analysis enables members’ risk management and exploration. Impact analysis warrants thorough decision’s (s’) consequences investigation (Peterson, 1998). The inference ladder aids individual resolution process steps’ checking and validation by members.
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Comment 3:

The groupthink dynamics impact on the effective decision making as it hinders the critical evaluation of ideas presented for scrutiny due to peer pressure and complacency. Thus, it is necessary to enhance consensus decision making, brainstorming, and the decision support tools that promote a collaborative group assessment technique.
Post4 :

Groupthink
Groupthink refers to the concept that explains the effect of the group on decision-making process which results on suboptimal decisions. Groupthink can exist when there is a pressure on the team to reach particular decisions and results. In group think, the members will not be doing all they can to consider alternatives and brining value into the decision making process which will lead to a good decision. One of the disadvantages of groupthink is that there could be an opinion that disagrees with the group but it will not be discussed just to go with the flow (Katopol, 2015).
Groupthink can be minimized by improving the communication process and creating a safe environment in which team members feel safe when they give their opinions. Also providing each team member with an opportunity to talk and provide this point of view giving that he will be heard and respected. Another way to lower the effect of groupthink is to create an environment that will not impact or punish the member for giving his opinion even if it is in disagreement with the group (Katopol, 2015).
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In many decision-making processes, groupthink can exist when there is a pressure on the team to reach particular decisions and results. In reducing the impacts of groupthink for an improved analysis of alternatives, promoting open communication and appreciating the opinions of members would improve group discussions.

Post5 :

Individuals or companies to put money into a particular investment or project. The RRR is used in both equity valuation and in corporate finance. Investors use the RRR to decide where to put their money or if they should pursue a new project or business expansion.
Risk measurements can be used individually or together to perform a risk assessment. When comparing two potential investments, it is wise to compare like for like in order to determine the most risk investment. The five risk measurements are: Alpha, which measures risk relative to the market, Beta measures the volatility, R-Squared measures the percentage of an investment's movement, Sharpe ratio measures performance as adjusted by the associated risks and Standard Deviation is a method of measuring data dispersion. The high risk investments are subjected to huge risk factors like volatile market growth where we making money depends on a company’s stock price, which tends to sky rocket at one time and then come crashing down. This kind of investment plans has been instrumental in making and then breaking someone’s fortunes just that like that in a moment. The Low risk investments reduce the chances to lose the money and also nullifying the losses to 2% or even lower.
Lastly, the risk return tradeoff is the principle that potential return rises with an increase in risk. Low levels of risk are associated with low potential returns, high levels of risk are associated with high potential returns. Investing money can provide a higher profits if the investor is willing to accept the possibility of losses. 
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The Required Rate of Return (RRR) is an investment decision that promotes risk measurement for potential investors. With the risk measurement techniques, it is possible to understand the high and low-risk investment decisions for managers and financial investors. As such, the investors can comprehend the potential rates of returns for their ventures.

Post6 :

In financial theory, the rate of return at which an investment trades is the sum of five different components. In the short-term, this can be irrational but over longer periods of time, asset prices tend to reflect them fairly well.  For those of you who want to learn to value stocks, understand why bonds trade at certain prices, or even how much you might pay for a private equity position, this is an important part of the foundation.
The Real Risk-Free Interest Rate
This is the rate to which all other investments are compared. It is the rate of return an investor can earn without any risk in a world with no inflation.
An Inflation Premium
This is the rate that is added to an investment to adjust it for the market’s expectation of future inflation. For example, the inflation premium required for a one year corporate bond might be a lot lower than a thirty year corporate bond by the same company because investors think that inflation will be low over the short-run, but pick up in the future as a result of the trade and budget deficits of years past.
A Liquidity Premium
Thinly traded investments such as stocks and bonds in a family controlled company require a liquidity premium. That is, investors are not going to pay the full value of the asset if there is a very real possibility that they will not be able to dump the stock or bond in a short period of time because buyers are scarce. This is expected to compensate them for that potential loss. The size of the liquidity premium is the dependent upon an investor’s perception of how active a particular market is.
Default Risk Premium
How likely do investors believe it is that a company will default on its obligation or go bankrupt? Often, when signs of trouble appear, a company’s shares or bonds will collapse as a result of investors demanding a default risk premium. If someone were able to acquire assets that were trading at a huge discount as a result of a default risk premium that was too large, they could make a great deal of money. Many asset management companies actually bought shares of Enron’s corporate debt during the now-famous meltdown of the energy-trading giant. In essence, they bought $1 of debt for only a few pennies. If they can get more than they paid in the event of a liquidation or reorganization, it can make them very, very rich.

K-Mart is a wonderful example. Prior to its bankruptcy, hedge fund manager Eddie Lampert and distressed debt expert Marty Whitman of Third Avenue Funds, bought an enormous portion of the retailer’s debt. When the company was reorganized in bankruptcy court, the debt holders were given equity in the new company. Lampert then used his new controlling block of K-Mart stock with its improved balance sheet to start investing in other assets.
Maturity Premium
The further in the future the maturity of a company’s bonds, the greater the price will fluctuate when interest rates change. That’s because of the maturity premium. Here’s a very simplified version to illustrate the concept: Imagine you own a $10,000 bond with a 7% yield when it is issued that will mature in 30 years. Each year, you will receive $700 in interest in the mail. Thirty years in the future, you will get your original $10,000 back. Now, if you were going to sell your bond the next day, you would likely get around the same amount (minus, perhaps, a liquidity premium as we already discussed.)

Consider if interest rates rise to 9%. No investor is going to accept your bond, which is yielding only 7%, when they could easily go to the open market and buy a new bond that yields 9%. So, they will only pay a lower price than your bond is worth – not the full $10,000 – so that the yield is 9% (say, maybe $7,775.) This is why bonds with longer maturities are subject to much greater risk of capital gains or losses. Had interests rates fallen, the bond holder would have been able to sell his or her position for much more – say rates fell to 5% then he could have sold for $14,000. Again, this is a very simplified version of how it would be done and there is actually a good deal of algebra involved but the results are roughly the same.
How These Five Components of an Investor’s Required Rate of Return Fit Together
Keep in mind no one is likely to sit around and say, “You know, I think I’ll only pay a liquidity premium of x%.” Instead, they often look at a stock, bond, mutual fund, car wash, hotel, patent, or other asset and compare it to the price at which it is trading on the market. At this point, the laws of supply and demand often kick in until equilibrium is reached.
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Comment 6:

Various components assist in understanding the bond-equity in financial theory. The real risk-free interest rate with the inflation premium assists in understanding the return on investment. Additionally, the liquidity premium is the value the investors demand in situations where the security is inconvertible. As such, recognizing the premium rates and impacts in making investment decisions would promote secure financial ventures. 
