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[bookmark: _1vxwn6evnqme]INTRODUCTION: 

The study through making a report is going to discuss the theories based on various kinds of international financial management. With that, this study is going to evaluate international financial management and the foreign exchange risks of any kind of multinational business organisation. Along with that, this report has the purpose of highlighting various kinds of strategies that many multinational business organisations could adopt in their business organisation for the exposure to the risks related to foreign exchange. 
[bookmark: _xaazv244ouh8]International financial management:

International financial management is the style of management which involves the key and main goal of maximising the value of any kind of business organisation. Along with that, it is one of the growing importance for any kind of business. Other than that, international financial management helps any kind of business to make proper decisions (Madura et al. 2018).           
[bookmark: _yyef3jko4l32]Foreign exchange risks for a multinational business:

Foreign exchange risks are the unsystematic risks for any kind of multinational business. It happens mainly because of the fluctuation of the exchange rates. With that, there are various kinds of risks related to foreign exchange, a multinational business organisation faces in the whole business organisation. Other than that, foreign exchange risks for a multinational business are translation risks, competitive risks, strategic risks, transaction risks, economic risks, and political risks (Corporate Finance Institute, 2023).    
[bookmark: _zffem623ch0j]Discuss various strategies of multinational business organisations for managing the risks regarding foreign exchange:

Any kind of multinational business organisation for exposing to various foreign exchanges faces a lot of risks related to foreign exchange. Therefore, managing any type of foreign exchange risks in the business organisation is one of the important and key tasks for any kind of multinational business organisation. Not only that, it is one of the key aspects in the area of international financial management. Therefore, any type of multinational business organisation for managing those risks related to foreign exchanges adopts various kinds of strategies in their whale business organisation. Along with that, these various kinds of strategies of the business organisations are influenced by different kinds of international financial management theories such as purchasing power parity, interest rate parity, international fisher effect, capital asset pricing model, and many other kinds of theories (Tipalti, 2023). With that, any type of multinational business organisation adopts various kinds of strategies in the business to mitigate the foreign exchange risks such as hedging and operational hedging, diversification, netting, lagging as well as leading, translation exposure management, invoicing in local currency, forward contractors, and political risk insurance.     
[bookmark: _8wzp9sf1o3wf]Diversification:

Diversification is one of the key strategies for any type of multinational business to mitigate the risks related to foreign exchange. Diversification is a strategy which comes from the theory of competitive advantage. Other than that, competitive advantage theory is a sustainable as well as effective strategy for mitigating the foreign exchange risks (Karanja, 2017). Along with that, through diversification, any multinational business is able to make an effective and proper diversification of all types of operational activities of the business organisation across different kinds of countries as well as foreign currencies. Not only that, through this diversification, any multinational business is able to reduce the exposure to the fluctuation in any kind of currency by spreading the risks as well as building a stable financial portfolio (Tipalti, 2023). For example, the business organisation of Toyota Motor Corporation with the help of the diversification strategy, is able to operate in all the sales offices as well as manufacturing plants in multiple countries in an effective and efficient manner. Therefore, the company spread their operational activities across various currencies to diversify the foreign exchange risks (Researchgate, 2022).            
[bookmark: _qytuainc7sbp]Operational hedging and hedging:

Operational hedging as we as hedging is another important strategy that any multinational business organisation adopts in their business organisation to mitigate the exposure of the business to foreign exchange risks. Along with that, operations hedging and hedging is the strategy which comes from the theory of purchasing power parity and real options theory. Other than that, purchasing power parity is the theory which is an essential value for the overshooting of the exchange rates to improve the estimation (Taylor and Taylor, 2022). Real options theory is the theory which helps any kind of business organisation to get a theoretical explanation for the regionalisation phenomenon using all the real options (Li and Rugman, 2017). Along with that, through hedging, a multinational business is able to make a protection against any kind of adverse movement in the exchange rates by locking on a predetermined price rate. With that, through operational hedging, any multinational business organisation is able to adapt to any kind of changes by minimising the currency risks as well as souring all kinds of inputs in a local manner (Tipalti, 2023). For example, the business organisation of Nike uses a hedging strategy in the organisation to mitigate all types of risks related to foreign exchange. Not only that, the company uses a hedging strategy to manage the fluctuations of the foreign currencies in a careful and effective manner for protecting the profit margin of the company (Sec Gov, 2022).                  
[bookmark: _lqtqqkmfp8kj]Netting:

Netting is one of the important strategies for a multinational business organisation to adopt for mitigating the foreign exchange risks in the whole organisation. Netting is the strategy which comes from the theory of translation exposure theory. With that, transaction exposure theory is the theory also known as foreign exchange exposure theory. This theory helps any multinational business in the time of having a lag between any kind of financial obligation (Arcelus et al. 2018). Along with that, through netting strategy, any type of multinational business organisation is able to involve any kind of offsetting receivable as well as payables in various kinds of currencies for reducing the overall exposure of the business to the fluctuations of the exchange rates. Other than that, this netting strategy helps any multinational organisation to be consistent with the impact of any certain international transaction on the cash flow of the company (Tipalti, 2023).     
[bookmark: _xm4kka4n3vic]Lagging and leading:
Lagging as well as leading is another strategy which any kind of multinational business organisation adopts in their whole organisation for mitigating the risks related to foreign exchange. Along with that, lagging and leading is the strategy that any kind of multinational business organisation uses in the time of making any kind of payment. Therefore, the multinational business organisation is able to take an advantage of any kind of expected movement in the area of exchange rate. Therefore, any multinational business organisation with the help of a lagging and leading strategy, delays the payment of the foreign suppliers if the suppliers expect the currency to depreciate (Monex USA, 2022).          
[bookmark: _uxkolcz3bdif]Forward contractors:

Forward contractors are another strategy through which any type of multinational business organisation mitigates the risks related to foreign exchange rates. Forward contractors is the strategy, where any kind of organisation locks the foreign exchange agreement today in the exchange rate for a future payment. With the help of this strategy, the multinational organisation is able to make a protection for themselves from the movement in the exchange rates by entering into an enter in the agreement or contract with any kind of third party (Clear Treasury, 2022). By using the forward contact strategy, any type of multinational business organisation makes a proper calculation of the benefits and costs of buying forward at the time of making any purchase. Therefore, the business organisation is able to check the outweighs in the payment at the time of signing any kind of contract.   
[bookmark: _elr1wswx5gjw]Translation risk management:

Translation risk management is one of the key and important strategies for any type of multinational business organisation to mitigate any kind of risks related to foreign exchange rates. Translation exposure management is the practice of any multinational business organisation to make an adjustment in the accounting practices of the business organisation in an effective as well as efficient manner. Therefore, the multinational business organisation is able to make a proper and effective alignment between the expectations of the future exchange rates as well as accounting practices (Corporate Finance Institute, 2023b). Therefore, the multinational business organisation can handle efficiently and effectively any kind of dealing with the exposure of translation in the financial statements. Any kind of multinational business organisation, by using the translation exposure management strategy, chooses any different kinds of methods for translation which depend on the outlook for any kind of currency movements.                      
[bookmark: _4z4iqsomcey1]Conclusion:

International financial management is a key concept for any kind of business organisation including multinational business organisations. Along with that, any kind of multinational business organisation faces various types of risks related to foreign exchange rates such as competitive risks, strategic risks, translation risks, transaction risks, economic risks, etc. Therefore, any type of multinational business organisation uses various kinds of strategies for mitigating the above risks related to foreign exchange rates such as diversification, forward contractors, netting, lagging as well as leading, political risk insurance, translation exposure management, etc. For example, Toyota Motor Corporation uses the diversification strategy in their business organisation to mitigate the risks related to foreign exchange rates in an effective and proper manner. 
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