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Introduction
The assignment aims to focus on international financial management. This assignment will also evaluate the relevant theoretical framework as well as the model related to the international. It is also going to highlight the various types of effective strategies which help international corporations implement in their business operations to mitigate any type of challenges as well as address the challenges. It will also highlight how the IMF theories are effectively implemented in their business operation which helps to allow the corporate finance to maintain flexibility on a global scale. It will also evaluate, apply as well as engage in critical discussion regarding diverse methods as well as techniques for the financing of a global enterprise. It will also evaluate as well as analyze diverse conceptual frameworks about corporate valuation, the global cost of capital as well as fiscal compositions with a discerning approach. International financial management (IFM) plays a crucial role in the field of multinational corporations' operations in the global business. 
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International financial management (IFM) implies several types of theories as well as models which are necessary for understanding as well as managing foreign exchange risk. Here are some effective models and theories related to the IFM:

IRP (theory) 
Interest rate parity (IRP) is a type of effective theory in which the forward exchange rate as well as the spot exchange rate differential is equivalent to the interest rate differentials between two countries. As per the theory the forward rate is expected to be equivalent to the spot exchange rate which is multiplied by the interest rate of the foreign country. Interest rates refer to the cost of money. Along with that relationship between exchange rates as well as the interest rate is commonly or well known as the Interest Rate Parity as well and it could be illustrated under two conditions (Nirmali and Rajapakse, 2016).






Purchasing power parity (PPP)
PPP theory refers to the absence of transaction costs as well as any type of trade barriers, this theory also considers that the price levels between two nations need to be equal. Along with that once the currencies have been exchanged then the price of goods in every country will be equal. According to the theory, the exchange rate between two countries or nations will be adopted or adjusted over time to mirror alterations in their individual price levels, which is satiated by the aforementioned law of one price (Muthucattu et al. 2017).  

Asset Market Model
Asset market model theory refers to the market role of the financial assets in the market, like stocks as well as the bonds which help to determine the exchange rates in the market. In simple terms, asset market models also determine the exchange rate between two currencies which is blanched according to the suppliers as well as the demands for the assets. It also increases the price efficiency, it has various types of advantages and disadvantages in the trading of the asset (Merl, 2022).

Foreign exchange risk and importance for multinational corporations
Foreign exchange risk refers to the various types of risk which arise from the movement in the base of the denomination currency rates as well as the currency rate. It is also referred to as exchange rate, FX risk as well as currency risk (Corporatefinanceinstitute, 2023). For example, A UK-based company is ready to sell an export to Australia, with the payment of 100,000 Australian dollars (A$) due in three months. Considering the exchange rate at the time of the contract, which stands at A$/£1.80, the business organization anticipates receiving £55,556 for the transaction (Accaglobal, 2023). Along with that multinational corporations which are operating the various types of countries, have major concerns about the issues which can impact their cost, profits as well as revenues. Foreign exchange risk has various types of importance for MNCs including it can impact the various types of benefits or profit through the overseas business operations. 
When a multinational business organization operates in various countries time company faces various types of foreign exchange risks such as Translation risks, Transaction risks as well and economic risks.  

Strategies for mitigating foreign exchange risks for multinational corporations

Currency hedging 
Currency hedging is one of the effective strategies to mitigate any type of exchange rates in the operation of the business. This is used by multinational corporations to mitigate the foreign exchange risk. It also found that business organizations use currency derivatives such as various types of options as well as futures to hedge against unfavorable exchange rate movements. Currency hedging also helped the multinational business organization to manage the risk by minimizing the currency fluctuations, it helped to reduce any type of financial risk as well as minimizing the large losses in the adverse effects of the currency (Wallstreetmojo, 2023).

Transaction risk 
Transaction risk is when a business organization purchases products or services from the other country's suppliers. To mitigate the transaction risk multinational business organizations should have to use the diversifying in which diversifying the foreign currency unveiling. Moreover, regular people need to monitor the exchange rate as well as be more focused on the opportunities to refinance their debt when interest rates are decreasing (Bergman and Rosén, 2021).

Translation exposure management 
To manage the translation risk, business organizations can use many types of accounting methods to manage their exposure in the market. Translation risk refers to the exchange rate risk associated with the business organization which is dealt with in the foreign currencies as well as the list of foreign assets on their balance sheets. The multinational business organization should have to use the SWAP forward contracts. 

Advantage Forward contracts 
It is seen that a forward contract is a type of effective process which allows the business organization to manage themselves related to the exchange rate movements, it is one of the effective processes or methods of hedging foreign exchange risk.
Disadvantage 
It has some disadvantages in the market that there are no interim cash flows, it is also seen that in this type of process, multinational businesses are not able to easily cancel their contracts related to the business. 
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Effectiveness of the various types of strategies 
There are discussions about the various types of effectiveness of strategies related to currency hedging, translation transaction risk management and many more.
Advantage of Currency hedging 
It is one of the effective strategies which allows the multinational business organization to protect their investment, reduce the exposure as well as stabilize the profits and many more. It also helped to face international affairs related to overseas business (Ciorciari, 2019).
Disadvantage Currency hedging 
It has the biggest disadvantage to managing the cost of the operation, it involves high cost or pricing in contracts to contracts for forwarding. 
Transactional hedging 
Transaction hedging strategies are used by multinational corporations in order to secure profits related to the operation of the business in this competitive business environment. It also helps to minimize the transaction costs related to the operation of the business. 
Disadvantage of the Transactional hedging 
It is found that transaction hedging is a type of very complex strategy which can raise various types of issues in operating the business in other countries. 
Advantages of Natural Hedging 
Natural hedging is one of the effective processes which helped the multinational business organization to minimize cost as it is a very effective and easy process which is easier to implement than hedging with forwards or derivatives.  
The disadvantage of the Natural hedge
One of the biggest disadvantages of the natural hedge is that it is not effectively able to protect the currency against currency risk if any type of changes occurs in the market. 



Example of the multinational corporations which successfully manage foreign exchange risk:

Walmart is one of the largest business organizations which operate their business in various countries. It is found that business organizations successfully manage their business and their foreign exchange risk by implementing the natural hedge. The company has used the derivatives to hedge its exposure to manage the interest as well as the currency exchange rates. The company can also fix their currency exchange rate to manage its products' cost as well as its profitability (Corporate.walmart, 2023). 
The other example is the multinational business organization which effectively implements transactional hedging in their business operation to mitigate the foreign exchange risk related to the operation of the business. Boeing is one of the latest aerospace business organizations in the world. The company also uses currency hedging to reduce or mitigate the foreign exchange risk. It is also seen that companies are iterating with their customers as well as the suppliers whose primary currency is not the US dollar. It helped the company mitigate any type of risk related to the currency changes (Boeing, 2023).
[bookmark: _Toc150003900]Conclusion 
To the above discussion, it has been concluded that foreign exchange risk is one of the vital concerns for the business organization. This assignment has been discussed about the various types of theories as well as the model related to the IFM. It has been discussed about the interest rate parity, purchasing power parity as well as the asset market model. These are all the theories and models which are implemented by business organizations to manage their foreign exchange risk. It also has been discussed about the foreign exchange risk as well as the importance for the multinational corporation. It has been discussed about effective strategies to mitigate the foreign exchange risk by the multinational corporations. 
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