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Introduction
International companies face challenges with exposure to foreign exchange risks that could negatively affect multinational firms' profitability (Sikarwar, 2021). Managing exposure to foreign exchange risks can be accomplished using a variety of tactics, such as hedging in the money market, swapping currencies, entering forward contracts, and establishing future contracts. Thus, the term "hedging transaction exposure" describes how changes in exchange rates would impact the home currency value of a company's contractual cash flows denominated in foreign currencies (Alfaro and Varela, 2021). In light of this, hedging is a well-liked and practical tactic for reducing risk exposure to foreign exchange risk. To put it another way, there is some connection between a nation's interest rates and currency exchange rates. Because of this, currency pairings that have high-yielding interest rates will also have high demand, which implies that fluctuations in currency values can have a significant impact on Forex prices. However, a company needs to review the interest rate, rollover time, and other policies of an operational region to have a better understanding of the amount of interest risk they are exposed to. Foreign exchange rates are dependent on the stability and political system of the nation issuing the currency. As a result, the exchange rate is seen as a highly important price in an economy that is affected by governmental policy. Furthermore, as currency policy entails trade-offs that need to be carefully considered, it is the government's most important economic policy (Adolph and Koski, 2020). One such is a shortfall in the nation's balance of payments, which may cause the currency to lose value. Therefore, when it comes to the operations of multinational corporations, currency appreciation and depreciation can be seen as a very delicate matter. Through this report, an analysis of the strategies that multinational companies apply to manage the exposure to foreign exchange risks will be carried out. Furthermore, for better comprehension, this will follow an application to a real company to further foresee how the strategies have helped them.

Hedging Practices

By choosing to take a contrary asset position, hedging serves as a risk management approach that mitigates investment losses by minimising relevant risk exposure. Many theories agree that hedging creates value by raising debt capacity and lowering the expenses associated with financial distress (Mo and Griffiths, 2021). The major statement is that a company with the characteristics of a multinational corporation essentially generates revenue in various currencies when it conducts business in multiple nations. Ultimately, the profits are converted into the domestic currency (Liao and Zhang, 2020) to meet the accounting and share distribution purposes. Therefore, the exchange rate risk can have a direct influence on the firm's cash flows both favourably and unfavourably depending on how much the host or home country's currency appreciates or depreciates.
The idea of hedging is to purchase a financial hedge. When hedging between currencies with small interest rate differences, like the euro and the dollar, it is less expensive. Obtaining a natural balance is another tactic. The main tactic seeks to achieve currency equality in income and expenses (Strategy, 2024). Stated differently, the goal is to purchase equal to the amount of money we sell. In the basic case, we transfer the risk to our clients, who may find it more affordable as a result; consider the scenario if there is a significant interest rate disparity, or high cost to hedge (Paranita and Aditya, 2020). A business could hedge, but in any case, it would be charging those clients for that expense. One more option is to just sell in dollars or euros, regardless of whether the invoice is produced at the daily, monthly, or yearly conversion rate and is printed in local currency. Clients would be better off using the suggested alternative over an extended period. Further tactics that companies adhere to are:
· Assess the exposure and the risk tolerance. Which currencies? When is that? 
· Determine and measure the expense of taking on the currency risk. How much might it cost considering the potential effects of exchange rates? 
· One of the most effective ways to manage currency risk is to use forward exchange rate agreements and/or options to hedge anticipated cash flows. 
· Lastly, reporting and monitoring are essential.

Application in a Company
Since P&G's headquarters are in the United States, the company's profitability suffers when the dollar appreciates since foreign sales are eventually translated into dollars, which causes the exchange rate to become unfavourable. According to an examination of the company's financial accounts, they produce and market their goods in numerous countries across the world. They are therefore regarded as being exposed to how changes in exchange rates may affect their valid costs and income. A range of acceptable hedging techniques are outlined in P&G's company policy (Madura, Jeff, 301). 
The management of P&G employs forward contracts with an 18-month maturity period in a practical manner to control the underlying currency rate risk related to its activities. Furthermore, the P&G management engages in many currency swaps as a means of mitigating the risk associated with fluctuations in exchange rates. The spot exchange rate, the agreed-upon future exchange rate, the interest rate of each nation's currency, and the duration of the agreement are often the pillars of a foreign exchange swap (Orlov and Sharma, 2024). However because a foreign exchange swap agreement's provisions can be complex and delicate, each arrangement will likely have its own set of considerations. When it comes to hedging, they are essentially the same; in fact, futures contracts were meant to provide nearly the same economic exposure as forwarding contracts. Futures provide trade anonymity, liquidity, and transparency while removing the risk associated with dealing with other parties (Islam et al., 73). Forward contracts carry a higher risk of non-performance by either party, making them riskier than future contracts.
Due to the standardisation of futures contracts, the company must deposit funds to a margin account maintained by a third party, such as a clearinghouse. Ensuring that all parties can meet their commitments when they reach maturity is crucial. Depending on the current value of the underlying asset, the firm margin account may see an increase or reduction in value as it approaches maturity. For instance, the party who took a long position in the future would experience a loss in their balance margin account if the price of the underlying asset dropped.
They would have to deposit to bring the balance back up to the original requirement if that balance dropped below the minimum amount. As a result, pricing risk now affects the company. A forward contract binds the company to a purchase or sale of the underlying asset by the contract's maturity date. The company does not deal with cash from the moment the contract is signed until it matures; any loss or gain will be recognised then. As a result, the company removed both the interest rate and pricing risks.
The financial statements of P&G can be analysed to determine the exposure to currency rates on derivatives and other instruments. Translation and transaction exposure are the two main forms of exchange rate risk exposures that P&G faces. The Procter & Gamble Company's translation risks are related to how exchange rates affect the assessment of the income statements of its overseas subsidiaries that are not denominated in US dollars. Conversely, at P&G, transaction exposures relate to the re-evaluation of transaction-related working capital balances and the effect of input costs denominated in local currencies as opposed to US dollars (The Procter & Gamble Company, 2017). It makes sense that P&G's management is acting proactively to reduce its risk exposures.

Conclusion
All companies that are operating in an international context have a high chance of experiencing challenges with foreign exchange risks. Hedging risk exposure across many nations and currencies, along with net payables against receivables, is a two-part process. Combining exposures in the same currency for subsidiaries' receivables and payables is how Netting is done in the first step. Natural hedging is the fundamental stage in which a subsidiary's positive exposure is netted against another subsidiary's negative exposure. After netting in several currencies, the second portion of the remaining exposure is now available. In light of the net underlying exposure, the treasury manager must now engage in the market by purchasing or disposing of the derivative instruments. Therefore, it combines natural and market hedges, meaning that subsidiaries' exposure to the same currencies is netted first, followed by market action for any remaining exposures. Overall, an examination of Procter & Gamble's exchange rate exposure risk indicates that the company is exposed to both transactional and translational risks related to the volatile exchange rate. However with the application of the strategies: engaging in many currency swaps and Forwards contracts the company has been able to mitigate the risks that come with exposure to foreign exchange risks. However, the report has also recommended that for a company to be successful it needs to keep on gradually analysing and making predictions of currency exchanges that will help in coming up with proper strategies for its operations.
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