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Description
This paper will outline an investment plan for Nordstrom Inc. to expand into China by opening eight locations in the country. It will also entail details on the external capital funding proposal and explanation as to how it fits into the company’s global microeconomic environment. 
Financial Impact Expansion
For Nordstrom Inc. to succeed in the retail business expansion, the business has the responsibility of following its founding principles. By adhering to its founding principles, will enable the business to expand into the Chinese Market through following a certain strategic financial business platform once it has set foot within the targeted market. The company will have to define all services that will be offered via its platform to ensure that the business realizes its objectives and ultimately its goals. The company has failed in the past in its quest to continue establishing its global presence in Canada. Therefore, the management of the company should have learned from such mistakes and be cautious to avoid a repeat of such occasions in the days to come. 
Expansion
Before the company takes on its expansion project in the Chinese market, it should take into consideration the measure of incentives as well as the availability of the workforce that will be required. China is a country that is highly populated and therefore there is a likelihood that the population will fail not to provide the much-required workforce by the company. Most of the Chinese fall within the categories of the middle or upper-middle class, and therefore this will create a better venture for expansion. Before the establishment of the intended shops in the Chinese market, it will be important to carry out tax analysis. It is through such an act that the business managers will be in a position to know how the tax regulatory agencies of China operates. Through such activities, the business officers working for Nordstrom Inc. will be in a position to be aware of all the possible impacts that they might face due to taxation practices meant for the foreign investors operating within the country. One of the assumptions that I considered, in this case, is that of having a growth in demand. Since the company is going to tailor the products to meet the needs of the Chinese, the demand is going to continue growing within the Chinese market. The price is going to be pocket friendly such that the volume of sales of the company will keep on growing. Capital Purchase costs are going to be kept low. For instance, the cost of obtaining a loan will be avoided because the company will employ internal financing. Since its costs will be low, the company will have to set low prices. The elasticity of price has the responsibility of ensuring that it keeps the price of the company’s products close to the e-commerce price level so that it ensures the survival of the company in the Chinese market. In this case, let’s consider the gross margin of the company. The gross margin appears to be improving across the seven years. 
Table 1.
	Financial Statements
	2020
	2021
	2022
	2023
	2024
	2025
	2026

	Income Statements
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'

	Sales
	 
	18000
	 
	19000
	 
	19500
	 
	20000
	 
	20125
	 
	20185
	 
	20235

	Product Cost
	1900
	 
	1950
	 
	1980
	 
	1990
	 
	2000
	 
	2010
	 
	2015
	 

	Gross Margin
	 
	16100
	 
	17050
	 
	17520
	 
	18010
	 
	18125
	 
	18175
	 
	18220

	Equipment Costs
	250
	 
	150
	 
	135
	 
	_
	 
	_
	 
	100
	 
	100
	 

	General Expenses
	550
	 
	500
	 
	450
	 
	425
	 
	475
	 
	410
	 
	395
	 

	Payroll Expenses
	150
	950
	150
	800
	150
	735
	150
	575
	150
	625
	150
	660
	150
	645

	Operating Income
	 
	15150
	 
	16250
	 
	16785
	 
	17435
	 
	17500
	 
	17515
	 
	17575

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 



Justification: Financial Impact Consolidated
Table 2.
	Financial Statements
	2020
	2021
	2022
	2023
	2024
	2025
	2026

	Income Statements
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'
	000'

	Sales
	 
	18000
	 
	19000
	 
	19500
	 
	20000
	 
	20125
	 
	20185
	 
	20235

	Product Cost
	1900
	 
	1950
	 
	1980
	 
	1990
	 
	2000
	 
	2010
	 
	2015
	 

	Gross Margin
	 
	16100
	 
	17050
	 
	17520
	 
	18010
	 
	18125
	 
	18175
	 
	18220

	Equipment Costs
	250
	 
	150
	 
	135
	 
	_
	 
	_
	 
	100
	 
	100
	 

	General Expenses
	550
	 
	500
	 
	450
	 
	425
	 
	475
	 
	410
	 
	395
	 

	Payroll Expenses
	150
	950
	150
	800
	150
	735
	150
	575
	150
	625
	150
	660
	150
	645

	Operating Income
	 
	15150
	 
	16250
	 
	16785
	 
	17435
	 
	17500
	 
	17515
	 
	17575

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 



From the above table, it can be noted that the company is anticipating earning a profit over the next seven years. The Chinese market is one of the best international markets to establish an American company. Such a claim can be cemented by the fact that the Chinese likes to be associated with American brands and this is a key point that Nordstrom Inc. will be looking forward to ensuring. From an economist viewpoint, the Chinese economy appears to be promising in the future. 
Financing: Global Capital Markets
When a firm needs capital meant for expansion, it has two options; finding them internally or seeking funds from an external source. The internal funding sources are found within the organization’s assets as well as revenues (Khan, 2010). On the other hand, external funds are sourced from outside sources such as venture capitalists, banks among other external sources. 
Businesses use internal funding since it is simple as well as a direct way to obtain capital for expansion. The company will not be required to have clear and comprehensive credit reports. However, before the business uses the internal sources, there is a need for the managers to have a solid grasp regarding the working capital as well as the financial health of the firm.  
The costs incurred in using internal capital to finance the expansion of a business is low. Such sources of funding do not involve interest fees being paid. Internal funding will need not the company to spend on the costs that might be associated with funding for business expansion (Khan, 2010). The business already has at hand the funds or might easily access the funds and therefore the only cost that might be incurred in such a case is interest or the administrative costs that might be incurred when liquidating an asset to pay for the new expenses. Besides, the company will not require any collateral to be able to use the available resources. This is not the case for the global capital markets, they require a business to have in place collateral security to be able to use funds such as loans from commercial banks. 
If an asset is not picked to act as collateral security, it makes it possible for a company to move forward fast. If, for instance, an asset has been picked to act as collateral security, it becomes not easy to liquidate the asset before the loan duration is over (Schmidt-Gothan  Gessner & Lübben, 2002). Besides, assets that are placed under collateral security might depreciate and this might further expose the company to the handcuffs of the costs involved in external financing.  
Internal funding of a business does not go without its cons. One of the cons associated with internal funding is that there are limits to growth. The company might be lacking the required funds to ensure the success of the continued global enlargement (Schmidt-Gothan, et al., 2002). 
Internal funding is also associated with putting a strain on the organization in case it strives to do much by using its capital. In such a case, the working capital of the company will end up been reduced. Once it reduces its working capital, it might result in entering into more problems since it might deem that there is a need to obtain external funding (Schmidt-Gothan, et al., 2002). This is because it could be easier for the company to obtain external funding while it is in good health in terms of its operations.
On top of external funding, the external stakeholders come with varied experiences that enhance the effectiveness of running the organization. In the case of internal funding, such experiences will not be brought into the company.
The viable financing alternative, in this case, is that of using internal financing. The company only requires at least $1.5 million to establish itself in the Chinese market. Such an amount will not expose the company into risk even if it turns out that the venture will not successfully thrive within the Chinese market. The starting capital required to establish its eight stores in the Chinese market is low compared to its average income of $564 million in 2018.
Financing: Business Combination
Business combinations take many different forms such as acquisitions and mergers. Business combinations help a firm take advantage of the size and strength of another firm. Therefore, business combinations make the companies involved to become stronger than they were initially. At some point in time, an organization grows too large with its available resources stretched too thin to grow any further in a consistent way (Barnes Ernst & Young, 2019). At such a point combining with some other businesses gives the owners of the businesses a chance to work together as a team. In this case, Nordstrom Inc. can be acquired by well-established companies such as Alibaba. The two will combine and the acquiring business will take the majority stake in the target organization. 
One of the factors that could make it viable to have Nordstrom Inc. acquired by Alibaba is that of overall growth. At some point, an organization can get so large that it becomes not easy to attract any more customers within the market and therefore it will end up struggling to earn any additional profits. In such a case, it might be assumed that the company has already hit its mature phase. Therefore, the company will need to be acquired to take market share from the competition. Also, the company might be placed in a position to scoop a portion of the market share without having to do all the work (Barnes, et al., 2019). In this case, the amount that will be expected to be earned by Nordstrom Inc. will be much higher compared to the amount that was been paid to the acquiring company. At the same time, the acquired company enjoys the savings incurred due to the sharing of the staff and the production assets.
Also, a business combination will be viable because there will be cost-savings. In many acquisitions, both companies involved reap the benefits of eliminating the costs which were initially incurred by a single entity. However, employees will have to be let go since keeping them will result in unnecessary costs because their jobs become duplicated (Barnes, et al., 2019). But, at the same time, the shareholders considering the financial standpoint exactly wanted such a move to be taken. However, after having considered such things, it can be concluded that Nordstrom Inc. does not need to be combined with any other business. The company appears to be doing well even in the foreign markets where it has already set its foot. 
Track Record: Financial Performance
Nordstrom Inc. appears to be financially performing well. The company’s key performance indicators (KPI’s) appear to be showing that the company is doing well in terms of financial stability. The company’s annual earnings per diluted share outlook were recorded from $3.30 to $3.50 in 2019. Besides its earnings before interest and taxes (EBIT) appears to be looking good since last year. This information can be cemented by the following figure.
Fig.
[image: ]
Link: https://www.businesswire.com/news/home/20191121005848/en/Nordstrom-Reports-Quarter-2019-Earnings
Also, Nordstrom Inc. appears to have increased its operating net profit after tax. By taking a look at the 2019 and 2018 financial performance of the company, it can be pointed out that the company increased its operating net profit after tax. This is a clear indication that the company might be in a position to continue increasing its profits over the next years. This can be cemented by the following figure. 
Fig. (The amounts are in Millions)
[image: ]
Link: https://www.businesswire.com/news/home/20191121005848/en/Nordstrom-Reports-Quarter-2019-Earnings
Track Record: Legal and Ethical
Legal 
Nordstrom Inc. is one of the companies that have taken a lead in solving labor-based disputes, price issues as well as other kinds of claims. The company has got a concrete set code of ethics through which it can handle cases well without leading to some other more complicated claims.
Ethical
Nordstrom Inc. has in place a code of ethics that each of the employees follows. The code of ethics is clearly outlined in the handbook and availed to all employees. It is through the code of ethics that all the employees can maintain the customer’s confidentiality. Besides, through the already established ethical code, the employees are directed to remain honest in every movement that they make with the customers. 
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