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Balance of Payments (BOP)
The balance of payment (BOP), commonly known as the balance of international payments, is a system of recording all transactions that a nation's individuals, companies, as well as government bodies undertake with individuals, companies, and governments outside the country. In other words, BOP is a summary of all transactions that take place amid nations. Hadili, Raab, & Wenzelburger, (2020), assert that the BOP is commonly featured by transactions of imports and exports of a variety of goods, services, capital, and transfer payments which includes foreign aids and remittances. Any movement of funds into and out of any country must be recorded and accounted for, and hence it helps in monitoring the flow of funds to develop the economy (Hadili et al., 2020). A nation's balance of payment in addition to net international investment positions together makes the international accounts. A perfect BOP statement of a nation sheds light on whether the nation has a surplus or deficit of funds. For instance, when a nation's exports more than it imports, its BOP is more likely to record a surplus. Conversely, when imports are more than exports, the nation is likely to record a deficit in the BOP. According to International Monetary Funds, every country must follow the double-entry system of accounting when peeping track of the transactions under BOP by debiting and crediting entries in accordance with their correspondence.
A country's BOP is quite essential in that it sheds light on the economic and financial status of a country. The BOP also serves as an indicator in defining whether a country's currency value is increasing or decreasing (Abbas & Rogoff, 2019). More importantly, it helps the Government to come up with a rational decision on fiscal as well as trade policies, and it avails critical information to accurately analyze and comprehend the economic dealings of a country with other nations.
The BOP is featured with three major components, which include current account, capital accounts, and financial account, and their totals must balance. The current account is mainly applied to monitor the flow as well as the outflow of goods and services amid countries (Abbas & Rogoff, 2019). This account covers all the receipts, and payments are recorded in accordance with the movement of raw materials and manufactured goods within a country's borders. Also, the current account tends to be inclusive of receipts from other core sectors within a country, and these included tourism, engineering, transportation, and royalties from patents and copyrights (Abbas & Rogoff, 2019). As evident, there are varied types of trade and financial transfers that take place within a nation, such as visible or invisible trading.
The component of capital account captures all ideal transactions between countries. The account entails sales and purchase of assets such as land and properties. In more concentric terms, capital transactions entail the actual flow of taxes, purchases, and sales of fixed assets (Abbas & Rogoff, 2019). The main elements of capital accounts include loans and borrowings, investments, and foreign exchange reserves.  The financial account is quite an essential component in the context of developing the BOP statement. It captures the inflow and outflow of funds to foreign nations via different investments such as foreign direct investments, financial accounts, and business ventures, among other accounts that are actively monitored through the financial accounts (Abbas & Rogoff, 2019). 




Financial Account for the USA from 2007 to the present
	Year
	Amount in Billions

	2007
	-711.033

	2008
	-680.391

	2009
	-372.522

	2010
	-431.721

	2011
	-445.667

	2012
	-426.83

	2013
	-348.803

	2014
	-365.193

	2015
	-407.769

	2016
	-428.35

	2017
	-439.462

	2018
	-490.991




[bookmark: _GoBack]The nature of metrics
The recorded data illustrates the most accurate features of financial accounting as a large component of the balance of payments. Analytically, the country’s financial accounts stretching from 2007 to the present has never been stable. However, it has been featured with inevitable fluctuations. The estimated BOP has been negative for the past years. As evident from the presented data, the country recorded one of the greatest deficits in its BOP in the year 2007, which kept on deteriorating for the succeeding years, recording the highest amount of BOP of -348.803 USD in 2013 (International Monetary Funds, 2018). Since 2013, the BOP has been featured with a considerable deficit. The presented data illustrate that the United States of America has been encountering different trends in the BOP deficit since a lot of domestic funds are flowing out of the country to purchase more foreign assets than it is the case with selling domestic assets to foreign countries. Herein, too many funds are being utilized to import goods than the country exports, and hence the international ownership of assets is not balanced.
Meaning from these Metrics and Trends
Based on the above data, it is worthy to note that the United States has been characterized by an unfavorable balance of payment (BOP). The international ownership of assets within the country has been faced with uneven fluctuations (Linsi & Mügge, 2019). In regards to trend, the USA experienced the greatest improvement between 2007 and 2009, where the country’s BOP shifted from -711.033 billion to -372.522 billion, respectively. However, the most favorable BOP recorded was -348.803 billion in 2013. The country has recorded a negative balance of payment, sharing an implication of the trade deficit in the USA.  As a multination business manager, there is a need to underscore the fact that the US economy is characterized by an increased outflow of funds to foreign countries via core indicators such as real estates, foreign direct investments, and business ventures (Linsi & Mügge, 2019). These identifiable fluctuations in the BOP provide a clear indication that different sectors of the economy need to be developed. With this understanding, the country must focus on deducting the outflows of funds from inflows in an effort to record and maintain a favorable balance of payment for the country.  
The Relation between BOP Data and the Exchange Rates
The Balance of Payment data and the exchange rates are highly related, and hence the above data is not exceptional. Based on the provided BOP data, it is notable that the country has an unfavorable balance of payment, sharing an implication that the country is recording more imports than it is the case with exports and hence posing a substantial influence to its DGP (International Monetary Fonts, 2018). An increased level of imports leads to a trade deficit and widens the nation’s exchange rate. From the BOP data, there is an indication that the BOP value is tending to negative. Such a trend indicates that the US has a strong domestic currency, which deters exports while making imports cheaper (International Monetary Fonts, 2018). The BOP data also indicate that there is a possibility of heightened inflation, which greatly hampers the exchange rate. According to International Monetary Funds (2018), increased inflation impacts the country’s exports through an increase in input costs such as materials and labor. Increased inflation calls for imported labor due to affiliated cost efficiency. Overall, the BOP data gives a clear indication that there are too many imports coming into the country as opposed to exports, and hence there is a likelihood increased distortion of the country’s balance of payment of trade and value of its currency. In this regard, striking a balance amid imports and exports is quite viral for the United States because it will lead to improved GDP, stabilize the exchange rate, control varying levels of inflation, and hence afford favorable balance of payment.
The J-Curve
The J-Curve comes out as an economic theory which shows that under some specific estimations that under certain country’s trade deficit will tend to worsen sooner after depreciation of its currency because higher prices on imports will tend to be greater than the reduced volume of imports (Brynjolfsson, Rock, & Syverson, 2018). In other words, the J Curve effect a depreciation in the exchange rate causing perfect deterioration of the current account within a short period of time while in the long-run, the demand becomes more price elastic, and therefore, the current account begins to improve. In reflection on the provided J-curve, there is a clear indication that economic stability is defined by the interplay between microeconomic principles and macroeconomic outcomes. 
The J-curve reflects a phenomenon in which a period of unfavorable returns is followed a gradual period of gradual recovery, which often wen higher than the starting point. As evident from the curve, there was an increased fluctuation (fall) in the price of exports from 2007 to 2009, leading to a drastic increase in quantity demanded (Brynjolfsson et al., 2018). However, the greatest devaluation was recorded in 2013, although the US currency has been highly valued in the succeeding years. The increase in the value of exports facilitated an improvement in the current account position. The J-curve also shares an implication that the bigger the demand for imports is price elastic, there is a likelihood that there will be a bigger percentage fall in demand for imports.  
The J-curve effect in relation with reference to Marshall-Lerner condition, the estimated demand for highly-priced imports would remain price inelastic because of time lags in the consumer’s search for highly acceptable and cheaper alternatives. Ceteris Paribus, the quantity demanded imports would accurately remain the same, deteriorating the current account, and hence a balance of payment is likely to be attained in the short-run (Alawin & Oqaily, 2017). However, a long term deterioration in the affiliated exchange rate could lead to the exchange rate and hence helping in attaining the expected effect of improving the current account balance.
The J-curve data is quite informative for the business manager at a multinational firm. The J-curve sheds light that there is a need to underscore the importance of understanding the nature and trends of a balance of payment in relation to currency devaluation (Brynjolfsson et al., 2018). The multinational firm business manager should understand the fact that a weak currency means that imports will turn to be expensive, and it will be more profitable to export commodities (Alawin & Oqaily, 2017). The imbalance would lead to a fall in the current account, leading to a significantly reduced surplus or an increased deficit. The manager is also required to understand the aftermath of devaluation of a currency, that there will be acute fluctuation of the consumption of imported goods, and hence the multinational agency should take the initiative to meet the demand for cheaper alternatives for their customer in the short run. From another point of view, a multinational business manager should underscore the long-term implication of currency devaluation based on the fact that local consumers will actively shift to the consumption of locally comparable products (Brynjolfsson, Rock, & Syverson, 2018).  For that reason, the manager should understand that the current economic trends that are expected to improving the current account balance.  Overall, a business manager in a multi-international firm must acknowledge the reasons behind the formation of J-curve, and what it means to have a country’s currency appreciating.
In summation, the Balance of Payment (BOP) depicts a system of recording all transactions that a nation’s individuals, companies, and governments bodies undertake with individuals, companies, and governments outside the country. The BOP comes out as one of the most useful and applicable tools in the context of defining the nature and trends in any country (Linsi & Mügge, 2019). The tabulated data shows that although the leaders have been working hard to maintain a favorable balance of payment. However, the amount of imports still remains higher than desired and hence recording unfavorable balance of payment (Linsi & Mügge, 2019). The J-curve sheds and implication that the value of our currency is never stable, and hence the balance of trade would be hard to contain. The weaker a country’s balances, the expensive the imports will be. Economic policies should be enacted to increasingly strike a balance amid imports and exports so as to avoid greater deficits and record a favorable balance of payment.
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