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Executive summary
This report mainly presented a detailed overview of international financial management. The definition of IFM has been highlighted by also adding up its importance. Moving ahead, there are explanations of different types of IFM theories that have been addressed. There are also detailed explanations of the various strategies or approaches by MNCs with examples has been prepared.
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The concept of financial management mainly includes the process of planning, directing, and organising followed by controlling businesses' financial operations in order to increase the wealth of shareholders. Hence, it consists of activities such as risk management, financial analysis, financing strategy, and budgeting followed by investment decisions. Now the key focus of this upcoming report is to develop an understanding of International Financial Management. There are various concepts, theories are presented which will also be evaluated in a significant manner. the explanation will also highlight various strategies that MNCs or multinational corporations often incorporate in order to manage their exposure to the exchange risk in foreign markets.
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Definition of international financial management:
The particular phase of international financial management basically includes managing financial operations or activities of a company which are financing, investment as well and risk across borders. It also encompasses the evaluation of foreign exchange markets, and economic risks, followed by assessing political fears (Madura et al., 2018). The optimization of capital structure, navigating different types of regulatory frameworks in order to maximize the value of shareholders of a company, as well as mitigating the international financial risks for the sake of multinational investors and corporations.
Importance of international financial management:
1. IFM is one of the most essential frameworks for different types of companies in order to globalize their operational impacts. For example, different types of United Kingdom businesses can get access towards diverse markets and risks as well as optimise resources of finances in an effective manner. British multinational organizations, which includes Unilever, request to manage the regulatory references as well as currency fluctuations across the diverse marketplaces in order to operate their activities. It helps this kind of business to maintain its sustainability as well as profitability for a long-term period (Eun et al., 2021). 
2. Businesses like HSBC Holdings Plc are also conducting their operations in various countries by depending on international financial management frameworks in order to allocate their capital resources in a more efficient manner. It also helps in mitigating any kind of geopolitical risks, as well as compiling with different types of regulatory frameworks. Moreover, failure to manage this particular financial framework can lead the businesses to face significant losses which has been seen in the UK during the time of Brexit where UK businesses have experienced adverse impacts because of the uncertain situation within the currency markets and trader unions (Shapiro and Hanouna, 2019). 
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Exchange rate theories:
The particular theories of the exchange rate are mainly attempted in order to explain different aspects, which influence currency exchange rates. These merely include the purchasing power of party balance of payments as well as interest rate party theories. The main purpose of this particular theory is to analyse economic fundamentals, policy interventions, and market expectations in order to predict as well as understand different types of fluctuations that occur within the exchange rates between countries' currencies. Therefore, in this section, a critical analysis of these three main theories has been provided. 
Purchasing Power Parity (PPP): The particular theory of Purchasing Power Party mainly consists of the idea of wrecks of exchange of a particular country needs to adjust to equalise the level of prices of different types of identical commodities in various countries. For example, the cost of a Big Mac is £ 3 within the UK and in the US it becomes $4 therefore, PPP mainly suggests that the specific rate of exchange is required to be £ 1 = $1.33. Therefore, companies like McDonald’s or Tesco also monitor PPP in order to assess their strategies of pricing, as well as international plans for expansion. This helps them stay reinsured regarding competitiveness within the marketing place (oecd, 2024).
Interest Rate Parity (IRP): The next strategy of international financial management is interest rate parity Which states that the actual difference in the rates of interest between two countries is required to be offset on the basis of the forecasted change in the rates of exchange. For example, if the rates of interest within the United Kingdom are higher in comparison to us, then the value of the pound in future time. Is expected to fall to compensate. Therefore, businesses like HSBC or Barclays, which are banking institutions, may develop or employ IRP theory for the sake of managing their international portfolios of investment. It also helps them in hedging against their risks related to the currency (corporatefinanceinstitute, 2024). 
Balance of Payment Theory (BOP): The balance of payment theory mainly concentrates on a nation's transactions of economic within the rest of the world. This mainly includes investment, trading, and capital flows. It also assists that a deficit or surplus within the payments of balance will also impact the rates of exchange of a country. For example, if the respective country United Kingdom exports more than it imports, then it is possible that the demand for the pound of this particular country may increase. As a result, it may appreciate the value of their pound. Now, businesses like GlaxoSmithKline, as well as BP plc, also consider this particular theory at the time of examining their exposure to fluctuations of currency as well as international dynamics of trading (jstor, 2024).
Other essential theories:
Optimum Currency Area (OCA): The specific theory of optimum currency area, or OCA, mainly helps in identifying the conditions that rely on which specific countries benefit from sharing common rates of currency. However, the particular criteria included within this particular theory are price and wage flexibility, labour mobility as well as fiscal integration. For example, if The United Kingdom participate within the EMU or European monetary union can serve advantages including decreased costs of transactions as well as stability within the rates of exchange for businesses like Rolls-Royce (Schelkle, 2024). 
International Fisher Effect (IFE): The specific theory of international fisher effect mainly highlights that the nominal rate of interest may create differentiation between two countries, which needs to be offset by the corresponding shifts within the rate of exchange. For example, if the rate of interest of this specific country United Kingdom is 5% and for the US, it becomes 3% then the future value of the pound is required to be depreciated at the rate of 2% in comparison to the dollar. Therefore, businesses like Unilever use this mentioned theory at the time of making any kind of long-term decisions of finances (corporatefinanceinstitute, 2024). 
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Natural hedging: Multinational corporations can strategically locate their manufacturing facilities or different types of sources of revenues in various countries in order to offset their risks, which naturally occur due to FX. For example, within the companies based in the United Kingdom, the generation of revenue within euros, as well as also has expenditure in euros. It develops a natural hedge in comparison against fluctuations in the exchange rate of EUR or GBP (Mazur et al., 2021).
Financial hedging: Financial hedging basically includes the usage of financial tools or instruments that are forward contracts, options, futures as well and swaps to hedge against FX risks. For example, MNC businesses based in US are expects to receive payments in terms of 
Netting: The multinational companies by having activities in various countries can also offset receivables as well as payables denominated in various currencies. This mainly reduces the exposure of FX. Hence by consolidating the setting knit amounts as well as cash flow within the home currency companies like Shell plc can streamline the risk management process of  FX.	
Leading and lagging: Multinational companies also strategically adjust the Actual timing for receipts as well as payments in order to take benefit of anticipated movements of currency. For example, if a particular company in the United Kingdom expects the rate of GBP to appreciate in comparison to the USD, then it may be required to delay the payment process of invoices denominated the dollar currencies. This can be done at the time of accelerating the rate of revenue receipts of USD (Mazur et al., 2021).
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The accurate information of financial management was critically established in this report. The importance of international financial management has been highlighted on the basis of which it has been understood that it not only guides a company to expand its business on an international platform effectively but also reduces the level of risks. There are different theories of International financial management presented which were highlighted significantly. For example, some theories related to exchange rates were demonstrated which are Purchasing Power Parity, Interest Rate Parity, Balance of Payment Theory and many more. 
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