Raymond Ltd Textiles – Note to Instructor

To:  
Professor Campbell Harvey
From: 
Rodrigo Camargo

Michal Cermak


Christian Costa


Tushar Gupta


Monisha Saldanha

Re: 
Raymond Limited Textiles – Globalization within Emerging Markets
This case describes an investment decision undertaken by the Raymond Limited Textile division in early 2005 for a Greenfield integrated textile manufacturing plant in the South East Asian region.  The textile industry was undergoing several changes due to the recent lifting of trade restrictions by the WTO and the company was considering its strategic options to take advantage of the opportunities available as well as combat the potential competitive threats domestically.  It had thus decided to expand it’s operations to other emerging markets, and was considering several locations within SE Asia, namely China, Thailand and Malaysia.  This case details the potential benefits and risks that the company evaluated in making this decision.
We believe that this case offers a very unique and rich background for analyzing project financing in emerging markets.  Not only is the target investment country an emerging market but also the investor operates out of another emerging market.  This case analyzes market forces in a rapidly changing textile industry during its globalization phase.  The new plant will be operating in a complex global textile value chain using multiple currencies, both stable ‘hard’ currencies of developed countries and volatile ‘soft’ currencies of emerging markets.

A significant portion of the students’ work on this case should be directed towards the development of the appropriate discount rate to be used in this unique emerging market investment after conducting an analysis of the potential risks involved in the project. The students should also evaluate the real options involved in the project as well as methods to mitigate some of the risks (i.e. currency hedging strategies). The teaching note provides a detailed description of the various analyses which could be conducted in order to arrive at the appropriate discount rate and to value the project in its entirety.
Included in the case package are:


Case


Teaching Note


Presentation (PowerPoint format)
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Spreadsheets with case exhibits, company financials, and valuation
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