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Executive Summary
Operations concerning financial management have always required great expertise and attributes to perform accurate analyses. The study aims to assess several theories and strategies in relation to international financial management. The theories which have been discussed in detail include optimal currency area, Mundell-Fleming Theory, Normative theory, Net Capital Theory and Modigliani-Miller theory. Each of these theories has its share of shortcomings and strengths. The study ends with projecting the significance of the market scenario in determining financial decisions. 
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[bookmark: _heading=h.30j0zll]1. Introduction
[bookmark: _heading=h.1fob9te]According to Chari et al., (2020, p.90), over the span of the last few years, international businesses and Multinational corporations have become increasingly operational globally. Every business is now trying to focus on expanding its operations across borders in order to ensure rapid growth. The process concerning financing has always been an integral part of international business operations. One must address that, following the economic downturn of 2020, every business institution has become concerned about performing international investments. Other than that, the financial strength of not every country is at par with one another, inflation rates are perpetually fluctuating disturbing the equilibrium of business operations. The objective of this study is to analyse and assess some of the crucial theoretical frameworks concerning international financial decision-making. The study wants to put emphasis on some credible techniques following which sound financing can actually be performed in contemporary times. 
[bookmark: _heading=h.3znysh7]2. Main Analysis
[bookmark: _heading=h.2et92p0]2.1 Evaluation of various financial management strategies that multinational companies can adopt 
Theoretical Frameworks and models concerning international financial management 
Optimal Currency Area
One of the foremost theoretical frameworks which is being largely considered while selecting the correct investment option is opting for the concept of the optimal currency area. According to Chari et al., (2020, p.90), the theoretical underpinning in relation to the concept conveys the idea of performing investments on areas which would ensure the maximum or best returns against a single currency. In simpler terms, the theory advises investors or multinational organisations to venture into or invest in such market spaces where the value of a single currency outweighs the value of the currency of the target market. It needs to be addressed that the shifting of labour traditionally costs an organisation a plethora of money. The theory encourages the utilisation of regional labour for comparatively low expenses and incorporates specialisation in the process. 
Goldberg (2019, p.40), has illustrated a varying opinion regarding the efficiency of the concept. According to the author, Goldberg (2019, p.40), the global economy is now in a transition phase, and it has been difficult to predict the way the currency strength of a single nation might fluctuate with time, therefore investing in the market of developing countries might not ensure better returns. Considering the turbulence of the geopolitical scenario, it is difficult to remain nonchalant about the contradicting ideas regarding the concept of the optimum currency area theory. 
Mundell-Fleming theoretical framework
According to Nenkova and Kovachevich (2022, p.145), another theoretical financing model which has demonstrated effectiveness in smaller economies is the Mundell-Fleming theoretical framework. According to the theoretical implications that the model puts forth, business expansion can be considered within small economies which experience perfect and uninterrupted capital mobility. The foremost underlying idea that the model promotes involves opting for a market where domestic interest rates are fixed and at equilibrium with the conventional interest rate that the company is used to paying. According to the theory, successfully venturing into such a market space would ensure that nominal adjustments are required to extract reasonable profits out of an investment. 
[image: ]
Figure 1: The pictorial representation of the Mundell-Fleming model
(Source: ED, 2023)
It has further been identified that the theory assumes that spot and forward exchange rates are constant and the balance of income is only reliant on the exchange rates and incomes (Tica et al., 2019, p.70). The theory assumes the existence of a nearly perfect economy which is very hard to actually identify. Other than that, it also needs to be addressed that not every probable market space supports every business idea, therefore expecting better returns just on the basis of cash flow might be a challenge. 
Methods and techniques in financing international businesses
As has been discussed before, maintaining business in the international market has now become a matter of risk avoidance. After delving into credible online sources it has been identified that the majority of experts share a common ground while recommending strategies for sound management of international finances. Some of those strategies are as follows,
Considering the occurrence of political and economic risks
According to Grundy et al., (2022), one of the foremost risks concerning managing finances in global trade is the chance of failing to assess potential economic or political turmoil. The authors, Grundy et al., (2022), are of the opinion that the economic turmoil of a region are conventionally coupled with the instability of its political environment. Thus, assessing the political condition of potential market spaces beforehand might save organisations the trouble of encountering unforeseen legal or economic bindings. 
Ensuring the prevalence of a centralized business structure before expanding
Hacioglu and Aksoy (2021), have pointed out that multinational businesses either possess centralised or decentralised business structures. According to the perception of the authors, businesses having a decentralised structure possess the potential to outperform businesses with a decentralised structure. The idea concerning a centralised structure is having a specialised group of workers travel to the necessary locations to perform business operations. On the other hand, decentralised business structures are directed towards hiring professionals from the natives and extracting regional resources to the utmost extent to ensure better returns. Hacioglu and Aksoy (2021), have showcased that the foremost problem regarding having a decentralised structure is that, the cost of hiring labour increases exponentially after a point of time. 
Opting for a hybrid financial structure
Grundy et al., (2022), have suggested another strategy to ensure proper management of international finances. The strategy involves ensuring the existence of a hybrid financial model, which means regional, as well as collective ledgers need to be maintained in terms of performing budgeting operations and determining financial solutions with respect to the immediate changes in the newly-propagated market space. Through the application of this strategy, regional finances can be sorted in accordance with the changes in the global market. 
[bookmark: _heading=h.tyjcwt]2.2 Application of models in exposure of foreign exchange risks  
Application of various theoretical models of corporate value
Normative Theory of Corporate Finance
Brown et al., (2020, p.101475), describe the normative theory of corporate finance as a financing approach which is carried out on the basis of assumptions and calculations. The authors, Brown et al., (2020, p.101475), further illustrate that the theory illustrates that corporate value of finances can actually be derived by analysing the financial performance of the company prior to the immediate year. It needs to be addressed that data is considered to be the factor leading the process of decision-making for years. The axioms concerning the probable investment decisions are chalked out or derived based on statistical calculations. 
Application of models in international cost of Capital
Net Capital Theory
According to Madeline Vania Wijanto (2021, p.290), the concept concerning Net Capital Theory deals with a pretty simple concept, which is cutting down the overall cost in terms of increasing the value of the organisation irrevocably. It has further shed light on the fact that, even though, the theory conveys a pretty simple idea, businesses opting for rapid growth might struggle with putting this theory into action. The foremost reason behind such a claim is that organisations invest more to ensure better engagement and better returns. The action of reducing the overall expenses might backfire on the immediate engagement plan of an organisation to tap into the interest of people, thereby affecting the annual ROI (Return on Investment). Companies actually managing to pull this off successfully can attain growth faster than their contemporaries. The Net Capital Theory further illustrates that the growth margin of a company at times increases due to superfluous expenses, thereby making it necessary to regulate them. 
[image: ]
Figure 2: Net Capital Theory
(Source: Self-developed)
Application of models in financial structure
Modigliani-Miller theory
According to Brusov et al., (2021, p.1286), the theory assumes a world without taxes. The fundamentals of the theory state that the present-day market value of a company can possibly be calculated based on the current values of its probable future earnings. In simpler terms the theory considers assets; both tangible and intangible into account and predicts the growth of the company at a certain point in time in the future based on its current value and then identifies the best investment decision with respect to the same. Contemporary companies which have commerce business operations from the same point in time are obliged to ensure the same returns, considering the profit ratios of both companies are aligned. Even though this approach is widely implemented by a plethora of companies, it needs to be addressed that the theory does not account for probable risks which might surface over the course of time. 
[bookmark: _heading=h.3dy6vkm]3. Conclusion 
The findings which have been derived after analysing all the selected data sources paint a very complex scenario of international business. Even though a collection of financial theories in relation to international finances have been assessed for the study, determining the right approach and strategies during sudden economic fluctuations might be difficult without performing a proper in-depth analysis of the scenario. From the strategies which have been identified in the study, one can deduce that performing market analyses beforehand is mandatory for business expansion. 
[bookmark: _heading=h.1t3h5sf]
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