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INTERNATIONAL TRADE AND FINANCE MASTERCLASS

PART 30 OF 25 · DEEP DIVE SERIES — PARTS 26 TO 30

PART 30
COUNTRY RISK, EMERGING MARKET
OPERATIONS, AND THE COMPLETE CRISIS
PLAYBOOK

A deep-dive companion to Parts 15 and 20. Operating in emerging markets is where the greatest growth

opportunities and the greatest financial risks coexist. This part gives CFOs the complete frameworks for

assessing country risk, structuring investments to minimize expropriation exposure, managing through

every type of financial crisis, and building the financial resilience that survives what others cannot.

IN THIS PART

● The complete country risk scoring framework with worked

examples

● Structuring investments to minimize political and

expropriation risk

● Capital controls — six-country operational guide

● Hyperinflationary accounting — IAS 29 worked completely

● The 90-day crisis playbook — decision tree with financial

actions

● The country entry financial model — Vietnam worked in full

CASE STUDIES

Each part includes fully worked case studies with detailed

calculations, real-world context, and practical lessons for

CFOs and finance leaders.

■■ BUILDING ON PARTS 15 AND 20

The Emerging Market Imperative
Parts 15 and 20 introduced country risk assessment and the emerging market crisis playbook. This deep dive takes

both to the operational depth that allows a CFO to actually manage the financial risks of emerging market operations

— not just understand them conceptually. If you have not read Parts 15 and 20, begin there before continuing.

Emerging markets are where the next decade of global growth will be generated. Sub-Saharan Africa adds six

hundred million people to its working-age population by 2040. India has surpassed China as the world's most
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populous country. Southeast Asia's middle class expands at a pace that creates consumer market opportunity

unavailable in saturated developed markets. The CFO who understands how to capture this opportunity while

managing the risk — who knows how to structure investments, manage capital controls, account for hyperinflation,

and execute a crisis playbook — has a skill set that separates companies that grow sustainably in these markets from

those that enter, suffer avoidable losses, and retreat.

The Complete Country Risk Scoring Framework
Part 15 introduced the four components of country risk and the country risk premium calculation. Here we build those

components into a complete scoring framework that a CFO can apply consistently across all markets, producing a

composite risk score that drives investment hurdle rates, capital allocation decisions, and board reporting.
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◆ COUNTRY RISK SCORING MATRIX

COUNTRY RISK SCORING MATRIX — FOUR MARKETS

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

SCORING SCALE: 1 (lowest risk) to 10 (highest risk)

COMPONENT WEIGHTS: Each 25%

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

COMPONENT GERMANY VIETNAM NIGERIA ARGENTINA

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

Political Risk 1.5 3.5 6.5 7.0

Economic Risk 1.5 3.0 6.0 8.5

Financial/FX Risk 1.0 3.5 7.5 9.0

Legal/Regulatory 1.0 4.0 6.5 7.5

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

COMPOSITE RISK SCORES:

Germany: (1.5+1.5+1.0+1.0)/4 = 1.25

Vietnam: (3.5+3.0+3.5+4.0)/4 = 3.50

Nigeria: (6.5+6.0+7.5+6.5)/4 = 6.63

Argentina: (7.0+8.5+9.0+7.5)/4 = 8.00

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

DISCOUNT RATE ADJUSTMENT:

Base WACC: 9.5%

Germany (score 1.25 x 0.25%/pt): +0.31% => WACC 9.81%

Vietnam (score 3.50 x 0.80%/pt): +2.80% => WACC 12.30%

Nigeria (score 6.63 x 1.50%/pt): +9.94% => WACC 19.44%

Argentina (score 8.00 x 1.75%/pt): +14.00% => WACC 23.50%

Higher risk score carries a higher multiplier per point

reflecting the non-linear acceleration of risk at the extremes

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

PRACTICAL USE: A project in Nigeria with a 15% expected return

DESTROYS VALUE at a 19.44% hurdle rate

The same project in Vietnam CREATES VALUE at 12.30% hurdle

Country selection is a financial decision, not just strategic

Structuring Investments to Minimize Political Risk
The most effective protection against political risk is structural — organizing the investment in a way that makes

adverse government action more costly or legally more difficult. Five structural tools are available, often used in

combination.
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1. Bilateral Investment
Treaty Routing

Route the investment through a jurisdiction with a strong BIT with the host country — typically the

Netherlands, Luxembourg, Switzerland, or Mauritius. These jurisdictions have broad BIT networks that

provide ISDS protection for investors routing through them. A US investor making a direct investment

in a country may have limited BIT protection, but routing through a Dutch holding company can

provide protection under the Netherlands-host country BIT. Key features to look for in BITs: full

protection and security standards, expropriation compensation requirements, free transfer of funds,

and investor-state dispute settlement access.

2. MIGA Political Risk
Insurance

MIGA — the Multilateral Investment Guarantee Agency, part of the World Bank Group — provides

political risk insurance for equity investments and loans in developing countries. Coverage protects

against expropriation, currency inconvertibility, war and civil disturbance, and government contract

breach. The deterrent effect is as important as the indemnification: governments are less likely to

expropriate MIGA-insured investments because doing so creates a dispute with the World Bank Group

on which they depend for development financing.

3. DFC Financing
Participation

The US International Development Finance Corporation provides loans, guarantees, and equity to US

companies investing in developing countries. DFC-financed projects benefit from the same implicit

preferred creditor protection as MIGA-insured projects — host governments are reluctant to interfere

with investments that have DFC participation because of the implications for broader US-government

relations.

4. Local Partner
Structures

Structuring the investment as a joint venture with a well-connected local partner provides implicit

political risk protection. Local partners with government relationships are effective advocates against

arbitrary adverse action. They also provide the local knowledge to navigate regulatory environments

more effectively. The trade-off is reduced control and the management complexity of partnership

governance.

5. Concession
Agreement and
Stabilization Clauses

For infrastructure or resource extraction investments governed by a concession agreement with the

host government, stabilization clauses lock the fiscal and regulatory framework for the life of the

concession. These clauses — which freeze tax rates, provide compensation for regulatory changes,

and guarantee profit repatriation rights — are standard in well-negotiated project finance transactions.

A CFO reviewing a proposed investment agreement should ensure that these protections are present

and that the compensation mechanisms are clearly specified.

Capital Controls — Six-Country Operational Guide
Understanding the specific capital control framework in each operating market is essential operational knowledge.

The following guide covers the six markets where capital controls most frequently affect multinational company

treasury operations.

China
(SAFE)

State Administration of Foreign Exchange approval required for most capital account transactions. Trade

payments and dividends generally permitted with documentation. Large capital transfers require SAFE approval

taking 4-8 weeks. Practical management: build SAFE timelines into cash management planning; use EEFC

accounts to retain export proceeds for import payments; plan dividend repatriations 2-3 months ahead of need.
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India
(FEMA/RBI)

Foreign Exchange Management Act governs all FX. Current account freely permitted; capital account requires

RBI approval. External Commercial Borrowing rules restrict intercompany borrowing — maximum amounts,

minimum tenors, interest rate limits all apply. Practical management: ensure all intercompany loans comply with

ECB guidelines before execution; maintain proper documentation; build 2-4 week processing times into financial

planning.

Brazil (BAC
EN/IOF)

IOF tax levied on many financial transactions. Short-term intercompany loans (under 365 days): IOF 6.38%.

Long-term loans and dividends: IOF 0.38%. Practical management: structure intercompany financing with tenors

exceeding 365 days; document all BACEN registrations before execution; use dividend route for large

repatriations rather than management fees.

Nigeria
(CBN)

CBN controls FX allocation through a managed float. USD allocation for import payments sometimes rationed;

wait times can reach weeks. Form M documentation required for all commercial imports. Practical management:

maintain USD export retention accounts (up to 40% of export proceeds); open import LCs 8-12 weeks ahead;

build correspondent banking lead time into all payment schedules.

Egypt (CBE) Periodic FX shortages led to mandatory LC requirements for most imports above USD 5,000. Even intra-group

transactions require documentary LCs in affected periods. Practical management: all supply contracts must

anticipate 4-6 week LC processing; maintain adequate LC credit facilities; monitor CBE FX availability

announcements which affect timing of import payments.

Argentina
(BCRA)

Most complex active capital control regime. Prior BCRA approval required for most capital outflows. Multiple

official FX rates at various times. Dividend restrictions, import payment queues, and debt service limitations

applied in different periods. Practical management: maintain minimum peso balances (convert excess

immediately to USD-linked instruments); use legally available repatriation mechanisms within BCRA limits;

document every transaction meticulously for subsequent audit.

Hyperinflationary Accounting — IAS 29 Worked Completely
IAS 29 applies when cumulative inflation over three years approaches or exceeds one hundred percent. The

standard requires that the financial statements of the hyperinflationary subsidiary be restated in terms of the

measuring unit current at the reporting date — adjusting all non-monetary items for the general price level change —

before being translated into the parent's presentation currency.
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◆ IAS 29 HYPERINFLATIONARY RESTATEMENT

IAS 29 RESTATEMENT — COMPLETE WORKED EXAMPLE

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

Argentine subsidiary — year end December 31, 2023

Annual inflation: 211% | CPI Dec 31: 2,800 | CPI Jan 1: 898

Restatement factor: 2,800 / 898 = 3.118

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

NON-MONETARY ITEMS — RESTATED:

PP&E; (acquired 3 years ago, CPI at acquisition: 280):

Historical cost: ARS 50,000,000

Restatement factor: 2,800 / 280 = 10.0

Restated value: ARS 500,000,000

Inventory (acquired this year, avg CPI: 1,500):

Historical cost: ARS 18,000,000

Restatement factor: 2,800 / 1,500 = 1.867

Restated value: ARS 33,600,000

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

MONETARY ITEMS — NOT RESTATED (already in current ARS):

Cash: ARS 8,200,000 — no restatement required

Trade receivables: ARS 12,400,000 — no restatement

Bank debt: ARS 45,000,000 — no restatement

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

NET MONETARY POSITION P&L;:

Net monetary liability: debt ARS 45M - cash ARS 8.2M

- AR ARS 12.4M = ARS 24,400,000 net monetary liability

GAIN on net monetary liability (inflation benefits debtors):

ARS 24,400,000 x (3.118 - 1) = ARS 51,680,000 P&L; gain

Company holding net monetary liabilities gains in real terms

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

TRANSLATION TO USD (after restatement):

All items translated at year-end closing rate: 800 ARS/USD

Restated PP&E;: ARS 500,000,000 / 800 = $625,000

Historical PP&E; (without restatement): ARS 50M / 800 = $62,500

IAS 29 prevents the catastrophic understatement of real assets

that would occur if historical cost were translated directly

The Complete 90-Day Crisis Playbook
The following playbook applies to any emerging market financial crisis — currency devaluation, capital controls,

banking system stress, or hyperinflation. The actions are organized by time phase and by the type of crisis, with

specific financial decisions at each stage.
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Days 1 Through 7: Detect, Assess, and Stabilize

Financial crises in emerging markets rarely arrive without warning signals. The CFO who monitors these signals has

more time to act than the one who reacts only when the devaluation has already occurred. Key warning signals

include: a widening gap between the official exchange rate and the parallel market rate, particularly when the spread

exceeds fifteen to twenty percent; monthly foreign exchange reserve data showing reserves declining by more than

five percent per month; rising sovereign CDS spreads above five hundred basis points; and the announcement of IMF

program negotiations indicating fiscal stress that the government cannot resolve independently.

When a crisis is identified, the first seven days are about stabilizing the information picture and taking protective

actions that cost nothing to reverse if the crisis subsides. Get a real-time cash position — every account, every bank,

today's balance. Stress test that position at thirty, fifty, and seventy percent devaluation to understand the USD value

range. Contact the local bank to confirm that international wire transfers can currently be processed and what the

lead time is. Suspend all non-essential local currency expenditures immediately. Brief the CEO and the board with the

current position and the stress scenarios.

Days 8 Through 30: Protect Cash and Maximize Repatriation

Once the crisis is confirmed, shift focus to protecting the value of assets in the affected country and accelerating

repatriation through every available legal mechanism. The repatriation toolkit has a sequence: dividend payments first

— fastest and simplest if distributable profits and board approval are available; registered intercompany loan

repayments second — fast if the loans are properly documented and registered with the central bank; royalty

payments and management fees within contracted limits third — generate withholding tax but are available even

without prior profit history; acceleration of intercompany receivable collection fourth — reduce the amount owed to the

subsidiary by operating entities in other countries.

Days 31 Through 90: Restructure for the New Reality

By day thirty, the acute phase has typically passed and the new economic reality is clearer. The focus shifts to

restructuring the operating model for that reality. In a devaluation scenario: reprice all products immediately using the

new exchange rate as the base for any USD-linked cost components; renegotiate supplier payment terms to extend

DPO — suppliers facing the same currency pressure will trade payment certainty for extended terms; review the local

financing structure — local currency debt, if available, becomes dramatically cheaper in real terms during devaluation

and can replace more expensive dollar debt. In a capital controls scenario: map every available repatriation

mechanism and its cost; establish a dividend and royalty payment calendar that maximizes outflows within permitted

limits; consider deploying trapped cash into local-currency assets that hold value better than cash.

01
CASE STUDY 1

ConsumerBrands Argentina
ARS from 175 to 800 — The Complete 2023 Crisis Navigation

Background

ConsumerBrands Argentina is the Argentine subsidiary of a US consumer goods multinational. In January 2023, the official

ARS/USD rate was approximately 175. By December 2023, following multiple devaluation steps culminating in the Milei
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administration's shock devaluation in December, the rate stood at approximately 800 to 1000. This case study documents

the specific financial decisions made at each phase of the crisis.

◆ ARGENTINA 2023 — COMPLETE CRISIS NAVIGATION

ARGENTINA 2023 — CRISIS NAVIGATION DECISIONS

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

January 2023: ARS/USD official = 175 | Parallel = 340

December 2023: ARS/USD official = 800-1000

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

JANUARY — EARLY WARNING DETECTED:

Parallel rate premium: 94% (340 vs 175)

CFO action: Accelerated dividend payment before election

Dividend paid: USD 8,400,000 repatriated in February

In hindsight: paid at 175; would have been 800 in December

USD saving from early action: 8.4M x (1/175 - 1/800)

Additional USD equivalent preserved: significant

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

APRIL-AUGUST — CAPITAL CONTROLS TIGHTEN:

BCRA severely restricts import payments and dividends

ARS surplus building in subsidiary accounts

ACTION: Convert ARS excess to USD-linked instruments

(USD-linked bonds permitted as financial investment)

Monthly pricing increase: 15-20% to track inflation

DSO reduced from 45 days to 15 days — collect in ARS quickly

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

DECEMBER — SHOCK DEVALUATION:

ARS/USD moved from 365 to 800 in 48 hours

Cash held in ARS: ARS 180,000,000

Translation loss: ARS 180M / 365 = $493K; ARS 180M / 800 = $225K

Loss on ARS cash: $268,000

BUT: USD-linked instruments preserved value

USD-linked positions: USD 3,200,000 — fully preserved

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

TOTAL REPATRIATION 2023: $8,400,000 dividend + $2,100,000 royalties

= $10,500,000 out before year-end

REMAINING TRAPPED CASH: $3,200,000 (in USD-linked instruments)

VERSUS NO ACTION: entire cash pile at year-end rate = $2,250,000

CFO's active management preserved approximately $8.25M of value
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02
CASE STUDY 2

Global Mining Corp.
MIGA Insurance Pays — West African Mining Asset Partially Expropriated

Background

Global Mining Corp. operated a gold mine in a West African country under a twenty-five year concession agreement. The

initial investment was one hundred and ten million dollars. The company had purchased MIGA expropriation insurance at

inception for one point four percent per year of insured value — an annual premium of approximately one point five million

dollars. When a new government came to power seven years into the concession and announced a mandatory forty percent

government participation that was not in the original agreement and for which no compensation was offered, MIGA

coverage proved its value.

◆ MIGA COVERAGE — PARTIAL EXPROPRIATION

GLOBAL MINING — MIGA COVERAGE IN ACTION

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

Original investment: $110,000,000

Fair market value at time of forced participation: $280,000,000

Forced government participation (40%): $112,000,000 in value

Compensation offered by government: $18,000,000

UNINSURED LOSS: $112,000,000 - $18,000,000 = $94,000,000

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

MIGA COVERAGE:

Insured value: $110,000,000 (original investment)

Coverage: expropriation including creeping expropriation

MIGA determines this is a covered expropriatory act

Coverage: 95% of insured loss up to policy limit

MIGA payment: $110M x 40% x 95% = $41,800,000

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

REMAINING UNINSURED LOSS:

Total economic loss: $94,000,000

MIGA recovery: $41,800,000

Remaining loss: $52,200,000

Why not fully covered: MIGA insured original investment,

not fair market value appreciation

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

TOTAL MIGA PREMIUMS PAID (7 years): $1,540,000 x 7 = $10,780,000

RECOVERY: $41,800,000

ROI OF MIGA INSURANCE: 3.9x premium paid

LESSON: Insure at fair market value if possible, not just cost

Annual re-valuation and coverage update is best practice
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03
CASE STUDY 3

Pacific Industrial Corp.
Vietnam Entry — The Complete Country Financial Assessment

Background

Pacific Industrial Corp. is evaluating establishing a manufacturing subsidiary in Vietnam to serve Southeast Asian markets

and eliminate Section 301 tariff exposure on its China-manufactured products. The CFO works through the complete

thirty-point financial assessment framework and builds the investment NPV model at the risk-adjusted discount rate.
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◆ VIETNAM ENTRY — COMPLETE FINANCIAL ASSESSMENT

VIETNAM ENTRY — COMPLETE FINANCIAL ASSESSMENT

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

1. COUNTRY RISK PREMIUM: Score 3.50 => WACC 12.3%

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

2. TAX STRUCTURE:

Standard CIT: 20%

Special economic zone (first 15 years): 10%

WHT on dividends: 0% (no Vietnamese WHT on dividends to US)

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

3. CURRENCY RISK:

VND/USD historical volatility: 2-3% per year (managed float)

Revenues: USD-denominated (export sales)

Costs: primarily VND (wages, utilities)

Natural hedge: VND cost base vs. USD revenue — favorable

If VND weakens: costs fall in USD, margins improve

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

4. TARIFF BENEFIT:

CPTPP member: 0% to Japan, Canada, Australia on most goods

GSP: 0-3.5% for US imports vs. China Section 301 at 25%

Annual tariff saving on $65M shipments: ~$14,850,000

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

5. REPATRIATION: No restrictions on current account

Dividends permitted after tax; 0% WHT

Profit remittance: free with documentation

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

6. INVESTMENT COST:

Factory construction: $28,000,000

Equipment transfer/qualification: $4,200,000

Working capital: $6,800,000

TOTAL: $39,000,000

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■

7. NPV AT 12.3% WACC (5-year horizon):

Annual benefit (tariff + labor savings): $17,200,000

PV annuity factor (12.3%, 5 years): 3.59

Gross NPV: $17,200,000 x 3.59 = $61,748,000

Less: investment (PV): ($39,000,000)

NET 5-YEAR NPV: $22,748,000 — strong positive

IRR: approximately 32% >> 12.3% WACC

RECOMMENDATION: PROCEED with SEZ location
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■■ KEY TAKEAWAYS FROM PART 30

Emerging market financial management rewards preparation and penalizes complacency. The CFO who has scored

the country risk, structured the investment through the right BIT jurisdiction, purchased appropriate political risk

insurance, and prepared the crisis playbook before the crisis arrives will preserve vastly more value than the one who

reacts after the devaluation has occurred and the capital controls have already been imposed. The case studies in

this part demonstrate that the difference between prepared and unprepared financial management in an emerging

market crisis can easily reach tens of millions of dollars.

This part concludes the Deep Dive Series — Parts 26 through 30. Together, these five parts take the five most

CFO-critical topics in international finance from conceptual overview to operational depth. The Letter of Credit,

Transfer Pricing, FX Risk Management, Treasury Architecture, and Country Risk are the topics where the difference

between knowing the concept and knowing how to apply it under pressure is most clearly measured in dollars. We

hope these deep dives serve as the reference you return to when the situations these parts describe arrive in your

organization — as they will.

International Trade and Finance Masterclass — Deep Dive Series Complete
Parts 1–25: The Complete Program · Parts 26–30: The Five Deep Dives


