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[bookmark: _Toc162791826]Introduction
Foreign Exchange (FX) Risk which is also commonly known as Exchange Rate Risk can be summarised as the risk associated with fluctuations in the exchange rate that eventually affects the financial position of the Multinational Enterprises (MNEs). Implementing an effective strategy to minimise the exchange rate risk becomes important for the multinational organisations as it determines the current position of the business organisations in foreign marketplace and brings a steady growth in terms of its income statement (Pangestuti, 2022). Accordingly, the present research aims at critically evaluating the impact of an effective exchange rate risk management for the MNEs in association with secondary data. The study has identified that the significant contraction in world GDP associated with dramatic fluctuation in the FX rate has caused huge losses to the MNEs in terms of their cash flow and stock value decline. Besides, though the current literature has focused on analysing the type of FX risks and their impact on MNEs it has manifested a potential gap in terms of analysing the strategies undertaken by the MNEs to overcome these risks and challenges faced by them in doing so. In this regard, by analysing the importance of foreign exchange rate risk management in case of the MNEs, the research will achieve a foundational understanding about the existing problems related to FX and its potential solution. 
 
[bookmark: _Toc162791827]Scope 
The primary challenges of the study lie in limited research papers done on the subject of exchange rate risk management in multinational enterprises. Moreover, collecting relevant journals was also a challenge due to the limited availability of research that associates with the subject matter. Moreover, it was also time consuming to select papers based on accuracy and validity. All these collective factors can be termed as a challenge for the study. In addition to this, some of the articles were not accessible, which further added more complexities to navigate the research. Therefore, it can be stated that these challenges delay the interpretation of the results. 
[bookmark: _Toc162791828]Aims 
1) The research aims to critically evaluate the importance of foreign exchange rate risk management in case of the MNEs in improving the financial position as well as performance 
2) In this regard, the research intends to theoretically analyse the types of foreign exchange risks faced by the MNEs and its impact on the financial performance with help of secondary data 
3) The research also intends to direct its findings towards analysing the challenges faced by the MNEs while managing the foreign exchange rate related risks
4) In context of identified challenges, the research aims to find out practical solutions based on theoretical assumptions that can be implemented by the MNEs during Foreign Exchange Rate risk management
[bookmark: _Toc162791829]Objectives 
· To evaluate the importance of exchange rate risk management for the MNEs based on the theoretical foundations 
· To critically analyse the factors that contribute in exchange rate risk management for the MNEs by reviewing the existing literature 
· To identify the potential challenges faced by MNEs during exchange rate risk management and debate that follows 
· To suggest suitable and practical strategies for mitigating the challenges of exchange                  rate risk management faced by the MNEs 
Research questions- 
RQ1) Why is it important for MNEs to deploy an exchange rate risk management? 
RQ2) Which factors contribute to exchange rate risk management for the MNEs?
RQ3) What are the potential challenges faced by MNEs during exchange rate risk management?
RQ4) How to overcome the challenges of exchange rate risk management faced by the MNEs? 

[bookmark: _Toc162791830]Justification/Rationale 
Managing Foreign Exchange risk management has become an integral part of financial decision-making for the MNEs as it entails reducing monetary risks while operating in the multinational platforms. The MNEs are mostly exposed to three types of exchange rate risks on foreign markets such as the transactional risks, the translational risk and the economic risks (Alkhouri, 2024). These three risks associated with the foreign exchange rates affect the financial position of multinational firms in various ways including the loss of cash flow, decline in current assets or liabilities or reduced value in the stock market. However, in the present context, identifying the impact of an effective foreign exchange rate risk management in the MNEs has become more important due to rapid fluctuation in exchange rate and the significant contraction in the world economy. For instance, external factors such as the sudden outbreak of the coronavirus pandemic along with the Russia-Ukraine war, a major contraction has been identified in the world economy (Pitigala, 2022). Accordingly, the nexus between the macro-environmental threats and fluctuations in the foreign exchange rate has also affected economic variables such as rate of interests and productivity levels. 
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Figure 1: Exchange Rate of the USD in the last two decades 
Source: (Best, 2024)
For example, in the post-pandemic period, the collective rate of global GDP has fallen by 3.4% that hints at a dramatic fall within the global stock market (Dyvik, 2024).  Following this contraction, there has been a potential loss of around 2300 to 3000 points on each day in the global stock market. Besides, the colossal impact of the COVID-19 has manifested its adverse impact on the exchange rate of both US and Australia (Jamal, 2022). Prior to COVID-19, the exchange rate of Australia was the highest efficient whereas it showed the lowest efficiency in the post pandemic period. On the other hand, as seen in the figure above, in comparison to the US exchange rate, the value of the Japanese Yen has also become weaker following the pandemic. It is estimated that the differences between the interest rate of the Central Bank for countries such as Japan, US and the Eurozone has caused this dramatic fluctuation in the FX rate of Japan. 
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Figure 2: The most devalued currencies throughout the Globe 
Source: (Fleck, 2024) 
Following this significant fluctuation in the exchange rate of the leading countries, the financial positions of leading MNEs have also been at stake in current times. For instance, in Japan alone, a trading loss of 15.83 trillion Japanese yen has been spotted in 2022 following this dramatic change in the FX rate (Department, 2024) Contrarily, following the recent economic contraction, as seen in the figure above, currencies throughout the globe such as the Lebanese Pound, Argentine Peso, Nigerian Naira and Turkish Lira have been the worst sufferers. The Lebanese pound has been devalued by -89.89% and Argentine Peso has declined by -77.89% (Fleck, 2024). However, though there have been multiple studies identifying the impact of COVID-19 or other macro-environmental events on FX fluctuation, it has manifested a gap in terms of identifying the strategies undertaken by the MNEs to overcome these risks and challenges faced by them in doing so. Thus, it is to be noted that it is high time to critically evaluate the exchange rate risk management for the MNEs in order to avoid these economic uncertainties and revive the financial position amidst the market volatility based on the available secondary resources. 
[bookmark: _Toc162791831]Literature Review
Importance of exchange rate risk management for the Multinational Enterprises 
Exchange rate risk management is an important process that enables multinational enterprises to protect profits from losses. As opined by (Saunders, 2021), the exchange rate risk management strengthens the operational force of enterprises by designing a robust plan that can immune the companies from fluctuation in the exchange rates. It has been observed that repeated fluctuation in the exchange rates sometimes cause challenges like declining operational growth followed by incurring losses. However, in the presence of exchange rate risk management, multinational enterprises are able to stabilise cash flow, which in turn improves cash utilisation rate. It is argued by (Chance, 2021), the presence of exchange rate risk management allows enterprises to identify the risk exposure prior to taking any action in the market. As a result, the multinational enterprises are likely to take more informed action in order to reduce the vulnerabilities to be exerted on the corporation through the rapid fluctuation in the exchange rate. Therefore, it is evident to state that the application of exchange rate risk management is important in stabilising cash flow and minimising losses.  
Analysing the factors influencing the exchange rate risk management for Multinational Enterprises 
In the era of currency volatility, enterprises more often face operational vulnerabilities like lack of cash flow and incurring losses. In this situation, it becomes important to apply exchange rate risk management in the operations ensuring that multinational enterprises can work effectively. In view of (Salomao, 2022), economic exposure is one factor that generally influences exchange rate risk management in companies. Furthermore, it can be said that companies are likely to be faced with three types of economic exposure namely “transaction, translation and operating exposure”. In this context, transaction exposures occur through the effect that exchange rate generally have on the enterprises obligations to receive “payments denominated in foreign currency”. On the other hand, (Kennedy Lushibashi, 2023), “translation exposure” comes from the effect of fluctuating exchange rate on organisations “consolidated financial statements” especially when it is linked to foreign subsidiaries. In designing the ERR management, it becomes important to have explicit knowledge regarding this exposure as it helps in developing a suitable risk management plan for the MNEs. Therefore, it can be stated that factors like transaction and translation factors can influence the design of the ERR management plan in MNEs. 
Identification of challenges affecting exchange rate risk management in Multinational Enterprises 
The challenges in designing exchange rate risk management can generally arise from the operational incapability and government restrictions. In view of (Itskhoki, 2022), government-imposed restrictions on cash can lead to creating a huge challenge for the companies in designing an effective risk management plan. It can be analysed that designing a risk management requires enough resources, which can only be fulfilled by allocating a stipulated budget. However, government-imposed cash restrictions can become a challenge for the enterprises in designing an effective plan. Additionally, operational incapability can be stated in terms of failure in determining the fluctuation rate in exchange rate. In the presence of such incapability can cause MNEs severe problems leading to financial instability and market vulnerabilities. 
Recommendation of strategies in overcoming the challenges of exchange rate risk management in Multinational Enterprises 
Using a forecasting tool can be of great help in order to understand the volatility in the exchange rate. According to the opinion of (Sahu, 2023), the application of forecasting tools can help in presenting the fluctuation of exchange rate in the future, which can serve as a resource in designing exchange rate risk management plans prior to the action. Along with this, setting an alternative budget plan can help the multinational enterprises in order to ensure that the ERR management can be prepared effectively. 
Theoretical perspective 
Balance of payment theory 
Balance of payment theory elucidates that through different forms of payment the economic transaction takes place with the rest of the world. As opined by (Demir, 2022), the “balance of payment theory” can be categorised under three parts namely “current account, financial account and capital account”. It can be analysed that with the help of balance of payment theory can help the enterprises in stabilising the cash and understanding payment effectively. 
Literature gap 
The analysis of existing literature highlights the importance of exchange rate risk management and its key contribution in the operational management. However, the existing literature failed in determining the factors influencing exchange rate risk management and challenges, which can further limit the interpretation of the study. 
[bookmark: _Toc162791832]Methodology 
The secondary method will be used in this research to evaluate exchange rate risk management in multinational enterprises. The use of secondary qualitative research can help in having explicit knowledge regarding the context and concepts of the subject matter (Levitt, 2021). Moreover, the interpretivism philosophy will be used to determine the subjective stances of the research. This will help in exploring the role and contribution of exchange rate risk management in MNEs. Moreover, a deductive approach will be used in the study to determine results in a logical manner. The application of deductive approach is beneficial in arranging the argument in an organised manner (Fife, 2024). Moreover, 8 peer reviewed journals will be collected to evaluate the exchange rate risk management in MNEs. Moreover, thematic analysis will be applied in this study in order to make proper interpretation of the subject. 
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	Tasks
	Week 1 & 2
	Week 3 & 4
	Week 5 & 6
	Week 7 & 8
	Week 9 & 10
	Week 11 & 12
	Week 13 & 14
	Week 15 & 16

	Developing Research Aims and Objective 
	
	
	
	
	
	
	
	

	Reviewing Literature for Research 
	
	
	
	
	
	
	
	

	Selection of Methodology 
	
	
	
	
	
	
	
	

	Designing Research Work 
	
	
	
	
	
	
	
	



Table 1: Provisional Work schedule
(Source: Self-developed)
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