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INTRODUCTION

International financial Management which is also referred as international finance is the process of managing financial aspects of business organization within the international environment. It means trading and making money while exchanging foreign currency (Eun, Resnick and Chuluun, 2021). It is the crucial process which deals with management of funds and monetary aspects which takes place within the business organization operating in the international markets for generating higher revenues. In the contemporary markets, here are numerous factors which influence the practice of International Financial Management in the modern day business organization thereby, making it important for the business to manage their funds optimally to conduct business activities efficiently with the help of these funds. Thus, this report will emphasize on International financial management practices and strategies which are adopted by the business organizations. This strategy will depict how multinational corporation maintain their exposure to the risks of foreign exchange. Literature review will be conducted for exploring the present knowledge relating to this topic area.
MAIN BODY

Evaluating different strategies of IFM integrated in multinational corporations for managing exposure to foreign exchange risk
According to Kevin, (2022), in the present era, business organization are accessing expansion to the international markets that is leading to globalization. However, a business required effective planning and strategies in place to survive in these markets because they are highly competitive and dynamic. Lack of proper strategic planning can lead to tremendous downfall of the company and heavy losses might be incurred due to operational failure. Financial aspects of a business are highly threatened in the international markets because they carryout transaction in different currencies. Therefore, International Financial management practices is must for every multinational organization which deals with management of funds of while making money and trading through exchanging foreign currency. Although, there are numerous risk factors on the financial stability of international business and some of them results from foreign exchange exposure. Application of International Financial management practices provides various benefits to the business which includes reduction of risk of exposure to the foreign exchange.
As per the views of Shapiro and Hanouna, (2019), International financial management is the process which is associated with monetary transaction that takes place between two or more countries which emphasizes on various aspects such as FDI and currency exchange rates. It focuses on management of capital effectively so that flaws and costs can be reduced which occurs during the operations of the organization in international market. IFM includes practise which results in increasing the wealth generation capability of the organization with reliable exposure to the international markets and business environment. The modern theory of portfolio indicates the relationship among assists within the portfolio of the company and individual factors which comes with the respective assets. This theory related with portfolio management approach which helps in reducing the risks so that proper and beneficial investment can be made in assets with higher expected return. Diversification of portfolio is emphasized within this theory.

Block, Hirt and Danielsen, (2019), highlighted that, exchange rates within the countries of operations plays a vital role in influencing the profitability of the multinational business organization. Sometime currency fluctuations can lead to losses for the business organization. The theory of International Fisher Effect (IFE) reflects that nominal interest rates within the countries can helps in predicting the changes in the exchange rate in near future. This relates to the expected disparity within the exchange rates that can provides insights to the management of the organization for making effective decisions regarding International Financial Management Strategies. Fluctuation in currency exchange rates can be forecasted while taking nominal and real interests rates into consideration. This depicts that expected returns on the investment on assets must provide hedge over the inflation rate to recognize the positive relationship between them. Considering this theory can help the organization to make beneficial investments while acknowledging higher return on investment.
Oppong and et.al., (2022), discussed that, business organizations operating in the international markets are highly vulnerable to various risk factors because these markets are highly dynamic and unpredictable. These markets are interconnected to one another thereby making it more challenging for the organization to survive. There are various financial risks that are possessed over the operational efficiency of multinational business organizations.  Foreign exchange risk is one of the significant threat to business which includes three types of exposure that are transaction exposure, translation exposure and economic or operating exposure. Therefore, it is essential for these organization have effective Financial management techniques and strategies in place so that such exposure of the organization to Foreign Exchange risk can be avoided. These exposures have significant impact on the profitability of the organization because it can lead to higher operating cost due to the fluctuations in the exchange rate. For instance, if a UK based company purchase asset that cost €100,000 from a German supplier and at the time pf placing the order the exchange rate is 1.1 which means the organization have to pay €110,000. But after receiving the invoice, the currency rate change to 1.2 as $ get weakened so the company now have to pay €120,000. This depicts how profitability of the organization gets sacrificed with fluctuations in exchange rates.
Meier, Gonzalez, and Kunze, (2021), stated that, there are various practices and strategies of International financial management which can be useful for the multinational business organization to avoid exposure to such foreign exchange risks. Organizations that possess strong competitive edge can focus on transacting only in one currency so that the impact of foreign exchange rate fluctuations on the profitability can be navigated. However, this strategy may be difficult while implementation practice as there are various cost which must be paid in the local currency which can lead to additional expenses for the organization. This strategy is more useful for the business organization whose operations are primarily conducted on online platforms.

As per the views of Eng and et.al., (2019), foreign exchange hedging is a strategy which helps multination corporation to mitigate the risk of fluctuation in currency exchange rates while reducing their exposure. Natural foreign exchange hedging the process where a business organization pertains the ability to match their costa and revenues in the foreign currencies so that the overall net exposure to the risk can be eliminated or minimized to the highest potential extent. This strategy of International Financial Management is useful for the businesses that operates across many countries. However, implementation of this strategy may put overall of work on the finance team of the organization because they have to maintain financial statement of different currencies along with traditional accounting books. One of the most well-known and effective method of heading foreign currency risk is associated with hedging arrangement through financial instruments.

According to Alami and et.al., (2023), forward exchange contracts is one of the primary method of hedging arrangement via financial instruments. It is an agreement where a business organization agrees to purchase and sell a particular amount of foreign currency on a particular date. Initiating this contract with third party such as bank or other financial institution, business organization can prevent its financial stability while avoiding subsequent fluctuation in the currency exchange rates. The main purpose of this contract is to avoid loss on particular transaction by hedging foreign exchange position. Mosteanu and Faccia, (2020), stated that, currency option is another method of hedging through financial instrument in which the company gets right of selling and buying a currency in a particular rate prior to a specified date. This instrument is similar to forward contract but this strategy does has not force the business to complete a transaction when the expiration date of contract comes. Thus, these strategies can be implemented by the business organization for avoiding the foreign exchange risk by reducing their exposure.
CONCLUSION
It has been concluded from the above report that business organizations operating within the global markets are highly vulnerable to many unpredictable factors which can influence its operational efficiency in a negative way. The financial stability of the business organization is threatened due to these factors and it is important for the multinational businesses to have effective international financial management strategies in place. The above report has highlighted various theories related to this topic area. Further, various strategies of international financial management and its importance for the business was discussed in the report. The existing literature was reviewed so that perspective of different scholars can be considered in the work.
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