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[bookmark: _Toc160754347]INTRODUCTION
The term international financial management can be defined as the financial activities risks and investments which encompass aspects like foreign exchange rates capital flows and the dynamics of the global markets in multinational corporations (Mosteanu and Faccia, 2020). Thus, the report will mainly elaborate on the concepts of relevant theoretical models of international financial management with the various methods and techniques they use in international business. The report will critically evaluate the theoretical models and will help to demonstrate the foreign exchange risks. A part of the recommendation will also be included in the report as evidence to support the discussed points. Thus, it can be said that the report will be very informative for the readers. 
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[bookmark: _Toc160754348]APPLICATION AND CRITICALLY EVALUATE THE RELEVANT THEORETICAL FRAMEWORK AND MODELS OF INTERNATIONAL FINANCIAL MANAGEMENT

In the concept of International Financial Management (IFM), there are various theoretical frameworks which guide so that the term can be understandable to manage the complexities of the operations of global finance. One of the most important frameworks of international financial management is the International Fisher Effect (IFE) which proposes the interest rate nominally and also differentiates between the countries which reflects the changes in the rate of exchange. This framework also helps to forecast the movements of the future exchange rates which will be based on different exchange rates.
Moreover, another important work can be said as the Mundell-Fleming model which helps to merge the elements of monetary and fiscal policy with the regimes of the exchange rates. This model also helps to elaborate on how the changes in the policy impact the rate of exchange in the open economy (Shams, et. al., 2021). The model helps to analyse the effectiveness of the various policies during the combination of the flexible regimes of exchange rates. 
Purchasing Power Parity (PPP) is another theory which suggests that the rate of exchange should equalise the prices of similar goods and services in different countries. This theory can help to forecast the exchange rates on a long-term basis and the inflation rate between the countries is also observed (Tuzovic and Kabadayi, 2021). 
It can be noted that these models also have some limitations which may not always relate to the real world and hence they provide valuable perceptions to IFM. For example, in PPP theory it assumes the frictionless market and disregards the factors like transaction costs and non-tradable goods. Thus, the application of the IFM should be careful in the real world to make the decision of the operations manageable. 


[bookmark: _Toc160754349][bookmark: _Toc160751465]EVALUATE THE DIFFERENT STRATEGIES THAT MULTINATIONAL CORPORATIONS OFTEN ADOPT IN MANAGING THEIR EXPOSURE TO FOREIGN EXCHANGE RISKS.

[bookmark: _Toc160751467]Demonstrate knowledge and understanding of foreign exchange risks
The term foreign exchange risk can be defined as the potential losses which the company faces due to the changes in the exchange rates when these companies deal with international transactions. For example, when the company buys any good from a foreign country with a foreign currency it automatically raises the value of the currency of the company’s home currency which creates an increase in cost (Bodnar and Wong, 2003). 
These risks can also affect the company in many ways. It may impact the profits, cash flows, and the overall finance of the company. It is also seen that an immediate depreciation in the home currency can waste overseas earnings when it is converted back. Thus, to manage the risk the company should use various strategies so that they can look forward with various new options which can help the company to have success in the long-term success of the company (Fanelli and Straub, 2021). With the different currency fluctuations, the companies can also make differences in their operations so that they can mitigate the currency fluctuations. Thus, by understanding the effective foreign exchange risk the companies can engage themselves in international trade and ensure stability and profitability. 
The ventures of financial international business shade the necessary factors like risk management, strategic alignment and cost optimization. The evaluation of various strategies that MNCs usually adopt for monitoring and controlling their exposure to foreign exchange risks:
Equity financing- This helps the investors to share the capital without any debt yet they do not have any ownership and control over the capital. This method helps the companies to seek long-term investment from the investors who take additional debt. 
Debt financing- For the quick access of the funds taking loans and having bonds can increase the leverage of the finance and the interests. Hence the companies should access the service of debt and consider in the fluctuations of the exchange and the interest rates (Bardoscia, et. al., 2021). 
Export financing- With the help of the tools of trade finance like payment risk in international transactions it helps the companies to be involved in the additional costs especially while navigating the legal and regulatory environment. 
Foreign Direct Investment (FDI)- Some companies like to invest in overseas subsidiaries so that they can have good operational control and market access. For this significant capital exposure of the company is required so that the company can meet the political and regulatory risks in the foreign land (Xu, et. al., 2020). 
Multilateral financing- Having capital from an international institution can provide eligibility to the company so that they limit the flexibility and the autonomy in the concessional terms. This helps the company to operate in a diverse section. 
Joint Ventures Alliances- The companies can also collaborate with local partners so that they can have a local experience and can easily meet the risk. This can demand effective negotiation and helps the companies to meet the strategic objectives for long-term success. 
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[bookmark: _Toc160754350]APPLY AND CRITICALLY APPRAISE VARIOUS THEORETICAL MODELS OF CORPORATE VALUE INTERNATIONAL COST OF CAPITAL, AND FINANCIAL STRUCTURE

Different financial theoretical models are aware of the determination of the international cost to make the financial structure. A model like the Capital Asset Pricing Model (CAPM) helps to calculate the capital equity of the cost and consider the risk-free rate. However, when the companies apply CAPM in the international way the company faces several challenges which occur due to the different conditions of the market structure and the environment. 
Another model Modigliani-Miller theorem suggests that in the perfect market, there should be no taxes and the transaction cost which affect the unaffected financial structure. It is observed that in the real-world scenario, elements like taxation and agency issues help to influence the financial decisions for the optimal capital structure (Salvi, et. al., 2020). 
Moreover, the theory of the International Fisher Effect (IFE) helps to understand how the rate of interest can differentiate between the countries which affects their exchange rates. This helps the company estimate its cost of debt of capital in the international market by accepting considerable changes in the rate of exchange. 
Thus, critically it can be said that these models can limit the complexities of the international finance market like political risks and market imperfections. Thus, these models offer a valuable perception so that the practitioners can complement them to analyse real-world strategies for making financial decisions in global circumstances. 
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[bookmark: _Toc160754351]CRITICALLY ANALYSE THE POINTS AND PROVIDE EMPIRICAL EVIDENCE TO SUPPORT CLAIMS

Foreign exchange risk has a significant impact on businesses. As the empirical evidence from the study from Allayannis and Ofek (2001) supports the claim confidently. They found that the fluctuations of the currency can harm the stock prices and the profit of the company when dealing with international trade. Additionally, IMF’s Global Stability Report (2019), elaborates on how currency can be volatile and can also lead to financial instability which affects both the business and the economy on a worldwide basis. Discussing the strategies discussed by Choi, Cook and Meeks (2011) suggests the mitigation of the risk. The research from the books indicates the techniques used by the employees show lower volatility in the flow of cash to improve financial performance. Overall, this evidence suggests the importance of understanding the foreign exchange risk and gives a clear view of the impact of the operations on the financial performance to make the market stable. Thus, it can be recommended that if the company uses the concept of international financing, then it can easily have a successful business future in the international platform (Wen and Wang, 2020). 
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[bookmark: _Toc160754352]EVALUATION OF THE PREVIOUSLY MENTIONED POINTS

Thus, by accumulating all the points which are discussed in the report it can be said that the foreign exchange risk has a great impact on the business which supports the empirical evidence. The different studies which are discussed above share the currency fluctuations which have an indeed adverse effect on the stock prices of the firms and their profits. Particularly the study engages in the concept of international trade. The IMF’s Global Stability Report helped to highlight the implication of the currency in the global market stability (Ito and McCauley, 2020). The suggestions gathered from Choi Cook helped to support the strategies which help to mitigate the risk in the company and help the company to find different techniques which will help their employees deal with the financial management properly. The experiences of the employees using different new techniques can improve the financial management of the company. Overall, the points helped to understand the foreign exchange risk to elaborate on the importance of the risk management strategies which impact the business. 
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Thus, it can be concluded that the report has elaborated on the concept of international financial management which is very important in recent companies. The different theoretical models have helped the readers to understand international financial management and all the techniques are critically evaluated in the report. Various theoretical models are also critically evaluated to understand the international financial structure. The report has ended with an understanding of the foreign exchange risks and some empirical evidence are mentioned to support the topic. 
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