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[bookmark: _Toc172662809][bookmark: _Toc172669941]Introduction 
International Financial Management (IFM) collectively termed as International Finance, indulges in operating financial activities of organisations on a global scale. This study focuses on understanding the relevant applications of theories and frameworks related to IFM. Based on theoretical understanding, discussions are interlinked with methods and techniques adopted by multinational corporations to deal with exposure of foreign exchange risks. Purpose of this study lies in evaluating the risks of international finance and analysing prospects of financial international businesses. 
[bookmark: _Toc172662810][bookmark: _Toc172669942]Risks of International Financial Management and Mitigation Strategies 
International Financial Management is susceptible to foreign exchange risks that arise due to currency fluctuations, trading restrictions and geo-political issues. According to Ghauri et al. (2021), foreign exchange risks primarily involve “economic risks”, “transactional” and “translation” risks.  Common perspectives of each foreign exchange risk involve currency and demand fluctuations across international businesses. Diverse mitigation strategies for foreign exchange risks commonly focus on analysing currency fluctuations in the global economy (Ghauri et al. 2021). Based on which, internal funding and external expansionary policies are strategically drafted. The following section discusses strategies observed by renowned MNCs in managing different foreign exchange risks.
[bookmark: _Toc172669943]Standardisation Approach 
Economic risks forming as a part of foreign exchange risks have been effectively managed by MNCs like Coca-Cola. As analysed by Liu (2021), Coca-Cola uses “Total Beverage Approach” in standardising product type, packaging and quality across international markets. This strategy enables the business to reduce economic risks of consumer taste variations and eliminate local or regional substitutes. On the other hand, Coca-Cola had simultaneously used “local and regional marketing strategies” as a part of international financing to target domestic customer engagement (Liu, 2021). This strategy reduced economic risks of being replaced by cheaper alternatives and international competitors. Thus, product standardisation approach followed by Coca-Cola had reduced exposure to foreign exchange risks like economic fluctuations across global beverage markets. 
[bookmark: _Toc172669944]Internal Hedging Strategies 
Multinational corporations like Unilever have mitigated foreign exchange risks like transaction risks through “Currency Hedging” strategy. According to Zhang (2022), currency hedging refers to a strategy used by international organisations to manage risks of currency fluctuations in foreign exchange rates. Application of this strategy enables Unilever to improve price flexibility as per international currencies. For instance, Zhang (2022) noted Unilever uses “Forward Foreign Exchange Contracts” to manage currency exposures within a certain limit. Issuing these contracts allows Unilever to identify foreign exchange risks in future and thereby reducing impact of currency fluctuations. Hence, it can be explained that consistent evaluation of foreign exchange rates is necessary to handle an internationally effective international financing. 
Translation risks functioning across foreign exchange aspects have similarly been mitigated by international fashion company Zara. Popović et al. (2021) explained that assets and debt of Zara’s parent company Inditex are equally distributed to avoid lower rates of returns. Balance operations between mostly sold brands and parent companies have enabled the international business to flexibly handle international financing. Thus, it can be explained that for successful international financing, balanced internal financing needs to be strategically observed to lead long-term success. 
[bookmark: _Toc172662811][bookmark: _Toc172669945]Methods and Techniques adopted by MNCs to manage exposure to foreign exchange risks 
[bookmark: _Toc172669946]Challenges in managing foreign exchange risks 
International markets consistently experience fluctuations in demand and supply trends, which imposes challenges in creating a stabilised financing. According to Shams et al. (2021), economic risks might differ as per local, regional and national contexts within a same industry. Inability to understand how to calculate economic risks separately for different markets might impose high financing risk. Thus, fluctuating and diversified economic risks imposes challenges in creating a standardized approach. On the other hand, Zhang (2022) noted that transaction risks of unable to figure currency fluctuations decreases international financing strength. As a result, MNCs might fail to adopt their internal financing strategies with that of consumer purchasing power in foreign economies. 
[bookmark: _Toc172669947]Strategies for managing foreign exchange risks 
Functioning in the international market requires a strategic analysis of global needs and requirements of diverse consumer supplier and investor segments. As observed by Shams et al. (2021), developing an international corporate value is necessary to handle exposure to foreign financing risks and strengthen internal financing structure. For enhancing efficiency in international financial management, theoretical models and frameworks related to “Corporate Value,” “International Cost of Capital” and “Financial structure” were developed. 
[bookmark: _Toc172669948]Cost-Benefit Analysis 
Transaction Cost Theory (TCT) evaluates the diverse strategies based on which firms can take relevant financial decisions. According to Rindfleisch (2020), TCT suggests firms to use the most evident and effective financial decisions to minimise costs in domestic and international financing. Evaluation of different costs associated with planning, decision-making, sourcing and dispute-resolution is necessary for determining sustainable financing strategies. For instance, international app-based car rentals like Uber have diminished franchisees and have been directly managing on-site operations through digital monitoring and networking (Cuypers et al. 2021). Uber’s operational units across regional branches can manage driver’s navigation, behaviour and payment systems without relying on franchises. This strategy allows Uber to reduce costs of partnering and managing profit with regional franchises across international markets. Thus, applying TCT it can be stated that Uber’s decentralised control on international operations had reduced the company’s cost in partnership and profit sharing. 
“Trade Off Theory of Capital Structure” applied in international businesses suggests that globally functioning organisations are required to find a balance between debt and equity. Ngatno et al. (2021) noted that Trade Off Theory suggests balancing liability and assets to minimise cost of capital and thereby increasing financial sustainability in international business. Purpose of this theory lies in developing strategic financing regarding country-level influences on cost of debt. For instance, international fast food chain McDonald’s had initially faced financial distress in balancing equity and debt, prior to opening franchise outlets (Chatfield et al. 2020). In terms of reducing cost of capital, investment was later distributed across franchisee outlets across regional markets. This financial strategy allowed McDonald’s to distribute store managing, sourcing and employee costs through franchises and thereby reducing initial capital costs. Hence, as per Trade Off Theory, McDonald’s indulgence in distributing store management costs and increased chances of international business expansion. 
[bookmark: _Toc172669949]Applying Retained Earnings Strategy 
Strategic management of internal financing is necessary for international business operations. Modular frameworks like “Pecking Order Theory” focus on balancing internal financial hierarchy by prioritising internal funds, debt and equity (Chen et al. 2021). Focus of strengthening internal funds lies in improving the sufficiency of financial management by utilising retained earnings for international business management. For instance, multinational firms like Apple have utilised retained earnings over the years for initiating internal research and development and domestic business expansion (Riyanto et al. 2024). Retained earnings have helped Apple to avoid risks of bankruptcy that can occur because of debt and thereby increased stability in international financing. Thus, efficiency of Pecking Order Theory lies in improving internal financing and in return reduces external financing debts. 
[bookmark: _Toc172669950]Predicting Customer Demand Fluctuations 
Theoretical frameworks related to international businesses can be simultaneously used for strategically financial global operations. For instance, automobile MNCS like Volkswagen had adopted economically sustainable pricing strategies to satisfy customers as per customer affordability in target market (Bai, 2021). Pricing flexibility offered across local markets enables Volkswagen to derive domestic customer satisfaction in international automobile dealing. Simultaneously, regional headquarters of Volkswagen strategically evaluates local customer behaviour and designs vehicle models to sustain domestic transportation needs (Bai, 2021). As a result, economic risks of customer dissatisfaction are reduced, while chances of profitability have simultaneously increased. Interlinking with transaction cost theory it can be explained that local pricing strategies of Volkswagen have been effective in delivering high product quality without compromising financial sustainability. 
Financing in international business has been strategically fulfilled by designer fashion MNCs like Zara. For instance, Popović et al. (2021) explained Zara’s “Customer-Centric Model” to penetrate local market needs and employ capital as per local customer demands. Customer-Centric Model allows both designers and finance managers to manage internal and foreign financing to balance the amount of capital employed. On the other hand, Mionel and Ştefănescu (2024) noted the active utilisation of “Radio Frequency Identification” (RFID) to effectively handle inventory levels across large supply chain units. As inventory levels are strategically managed, risks of capital and asset imbalance are treated. Interlinking this aspect with Trade-Off Theory it can be explained that strategic inventory management is necessary for successful financing of international businesses. 
[bookmark: _Toc172669951]Value-Based Pricing Strategy 
Renowned international coffee chain Starbucks had adopted “Value-based Pricing Strategy” to determine pricing variation across international markets. As observed by Chen and Wang (2023), value-based pricing refers to setting up price standards as per customer evaluation of products, instead of internal company decisions. Customer-centric product pricing had allowed Starbucks to acquire regional profits without creating conflicts in currency variation. On the other hand, Rancati et al. (2024) noted that extensive mobile payment and online ordering facilitated by Starbucks had continued to actively engage customers. This strategy falls under “sunk cost fallacy,” where tendency of customers to continue spending was observed, despite diversity in preferences and behavioural aspects. As a result, Starbucks was able to balance international investment costs and retained earnings through constant customer engagement. 
[bookmark: _Toc172662813][bookmark: _Toc172669952]Conclusion 
This study had discussed international financing strategies adopted by multinational corporations for handling global business operations. It was observed that long-term success in international financing can be obtained through thorough understanding of customer diversity. Furthermore, foreign exchange risks can be easily mitigated through decentralised control and internal financial improvement. Theoretical perspectives were interlinked with real-life business examples to determine the fact that successful financing comes with market-centricity. Therefore, it can be concluded that international financial management can be successfully performed with strategic collaboration of centralised and decentralised business ideas. 
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