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Introduction. 
Nowadays in the linked global economy multinational companies (MNCs) face daily a slew of obstacles and possibilities as they extend their operations internationally. (Gitman, 2008). On such a manner, it is vital to understand and be aware how foreign exchange risks work as an important component of Financial Management (IFM). Foreign exchange risk stems from exchange rate variations, which have an influence According to Gitman (2008), on the financial performance and competitiveness of multinational corporations. According to Smith, Johnson, and Wang (2019), to handle this, MNCs use a variety of techniques, including financial hedging, operational modifications, and strategic planning. 
Understanding IFM's core ideas, such as the Efficient Market Hypothesis (EMH) and project appraisal theory, is critical for making informed decisions on foreign currency risk mitigation. (Dayananda, D., Irons, R., Harrison, S., Herbohn, J., & Rowland, P. (2002)). 
MNCs may improve their resilience and flexibility in the changing global marketplace by using these tactics and ideas, ensuring financial stability, and supporting a competitive advantage. (Easterby-Smith, M., Thorpe, R., Jackson, P. (2015). 

Main body. 
International Financial Management (IFM) theories such as Efficient Market Hypothesis, Project Appraisal Theory and Exchange Risks are essential for understanding the complex nature of managing financial resources across national boundaries. These theories supply insights into the decision-making processes of multinational companies in areas like capital budgeting, finance, and risk management. The primary content of IFM theories includes the Modigliani-Miller theorem, most capital structure theory, portfolio diversification, and exchange rate fluctuations' impact on MNCs' financial performance.
The Efficient Market Hypothesis (EMH) is a foundation of finance that posits the correct incorporation of all pertinent information into asset prices, hence making it unfeasible for investors to continually outperform the market. This theory encompasses three distinct forms, namely weak, semi-strong, and powerful conducted a study. (Bodie, Zachary, Kane, and Marcus (2019)
According to Bodie, Kane, and Marcus (2019), the author asserts. The weak variant theory suggests that current asset prices reflect all historical trade data, giving technical analysis and random walk strategies ineffective in forecasting future price trends. The concept is further developed in the semi-strong variant, which incorporates all publicly available information. This approach leads to asset values that swiftly adjust to fresh data, making fundamental analysis and study impossible for constantly delivering superior returns.
When developing efficient ways to control exchange rate risk, companies must consider several elements, such as showing budget exchange rates and following established guidelines (Papaioannou, 2006). According to Madura (1989), budget exchange rates function as reference points that are in line with the sensitivity and benchmarking goals of the organisation. The primary aim of the corporate treasury is to show and support a suitable hedging rate, with the intention of minimising any deviations from this rate (Papaioannou, 2006).  
According to Papaioannou (2006), firms employ several approaches for figuring out budget exchange rates. Some firms opt for Purchasing Power Parity (PPP) rates, while others link rates with sales calendars and hedging tactics. Quarterly sales calendars may need four hedges annually, with each hedge being matched with the cash flow of the prior year to supply consistency (Papaioannou, 2006). In an alternative approach, companies have the option to utilise average exchange rates from prior fiscal years as budget rates, therefore streamlining the process of hedging (Papaioannou, 2006).

It is worth mentioning that budget exchange rates play a crucial role in a company's pricing strategy and hedging performance standards. It is necessary for the firm to match its pricing plan with spot exchange rates to prevent significant alterations to its strategy (Papaioannou, 2006). The ability to expect future exchange rates is of great importance, since companies often utilise structural or time-series exchange rate models because forward rates are insufficient in accurately forecasting spot rates (Papaioannou, 2006).
The management of currency rate risk involves the implementation of certain fundamental principles, as outlined by Papaioannou (2006). The steps encompass the identification and quantification of various forms of exchange rate risks, the formulation of a comprehensive strategy for managing these risks, the establishment of a centralised treasury entity to oversee operational activities, the implementation of controls to check and mitigate risk exposure, and the formation of a risk oversight committee to conduct regular evaluations and grant approval (Papaioannou, 2006). 
Considering recent currency crises, enterprises are placing greater importance on effective management of exchange rate risk. Prudent risk mitigation is considered crucial for lowering vulnerabilities to significant swings in exchange rates (Papaioannou, 2006). The change in viewpoint highlights the significance of implementing strong risk management frameworks to protect against potential hazards that may change financial stability and performance.
Exchange rate risk is a significant worry for multinational corporations (MNCs) since it has a large influence on their financial performance and competitive stance. The risk may be seen in three primary manifestations: transaction exposure, which affects future cash flows; translation exposure, which changes the values of financial statements; and economic exposure, which influences market share and competitive position. Multinational corporations (MNCs) utilise a range of tactics, such as financial hedging, balance sheet hedging, price modifications, and geographical diversity, to proficiently mitigate these risks. (Papaioannou (2006))
For instance, consider a firm found in the United States that engages in the importation of goods from Japan and conducts transactions denominated in yen. An appreciation of the yen compared to the US dollar might result in higher import costs, therefore changing profitability. To mitigate this concern, the firm may opt to utilise forward contracts to secure predetermined exchange rates. Similarly, a multinational European organisation faces the challenge of translation risk when reporting financial results in euros. For the purpose reduce this risk, the firm might choose to spread its operations over many currencies or utilise financial instruments to protect against adverse changes in currency exchange rates.
In a hypothetical situation, a technical business might face economic susceptibility if a stronger domestic currency leads to higher prices for its products among global customers. In order to keep its competitive advantage, the corporation may alter its pricing strategies or explore new markets that provide favourable currency exchange rates.
Therefore, exchange rate risk has various impacts on multinational companies (MNCs). Nevertheless, the use of proactive risk management techniques has the potential to significantly mitigate the impact of currency volatility and provide financial stability in such situations.

Different strategies. 
As Gitman says (2008) various methods and tactics are employed by multinational firms to effectively control their exposure to foreign exchange risk. Financial hedging includes the utilisation of financial products such as forwards, futures, options, and swaps to reduce the impact of currency risk. On the other hand, operational hedging involves the deliberate organisation of activities to minimise the level of exposure. Natural hedging is a strategy that utilises income and cost streams in various currencies to mitigate risk. On the other hand, leading and lagging methods are employed to strategically time receipts and payments to take advantage of expected currency fluctuations. The act of diversifying investments across several markets and currencies serves to mitigate risk, while balance sheet hedging involves aligning assets and obligations denominated in different currencies. Decision-making at multinational corporations (MNCs) is guided by robust forecasting and risk management policies, which enable them to proactively adapt plans by market dynamics and efficiently optimise their risk-return trade-offs.
Conclusion. 
International Financial Management (IFM) theories are crucial for multinational corporations (MNCs) to effectively manage financial resources across different countries. These theories, such as the Efficient Market Hypothesis (EMH) and Project Appraisal Theory, provide valuable insights into capital budgeting, finance, and risk management choices. The Modigliani-Miller theorem and portfolio diversification offer a structure for tackling currency rate risks. MNCs must consider budget exchange rates, hedging rates, and implementing comprehensive plans to manage exchange rate risk. Solutions include financial hedging, operational changes, and geographical diversification to mitigate risks and maintain competitive advantage. By using IFM theories and innovative strategies, MNCs can enhance their ability to withstand challenges, guarantee financial stability, and support a competitive edge in the global market.
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