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Engagement with Literature Skills
The findings of this analysis are drawn from several years of academic and practical research to provide a detailed evaluation of the various techniques used by multinational companies (MNCs) in managing their foreign currency risks. International Corporate by Shankar, Luo, and Chi (2024) gives information on the international corporate environment, focusing on the impact of currency risk. Packed with the most recent datasets and addressing the ever-evolving nature of global politics and digitization, this resource captures how the strategic management approach needs to shift with the world. As much as it is crucial to decipher the microclimate that defines the functioning of MNCs, it is also essential to read about GVCs and fluctuation in foreign operations in the book analysis.
Thus, the paper "Mitigating Foreign Exchange Risk Exposure with Supply Chain Flexibility" by Pellegrino, Gaudenzi, and Zsidisin (2023) provides valuable information concerning the possibility of application of supply chain methods in interaction with financial hedging instruments. Applying the Real Options Theory, this study can provide evidence that supply chain flexibility investments may minimize Foreign Currency Risk. The study's empirical results also point to the fact that risk should always be managed through a combination of fixed traditional hedge strategies and versed dynamic supply chain strategies.
Ftouhi and Ghardallou (2020) present an assessment of various international tax planning strategies that present information on the link between tax strategies and foreign exchange risk. With an emphasis on the possible impacts of tax changes on FC exchange risks and the primary method of reducing these burdens – the shifts in capital structure and transfers of revenues between regions. MNCs need to grasp These critical tax planning strategies whenever they enter the maze of international business and finance.
Makedon, Mykhailenko, and Dzyad, in their insight paper about how value management has evolved amidst the digital economy, provide a valuable toolbox for how digitalization impacts risk management and organizational value. So, when they focus on digital cost management solutions, their analysis finds fresh approaches to mitigating risks related to foreign currency in the context of a world economy that has become digital.
Collectively, these sources offer a current and broad view of how MNCs might address this exposure. They do this by integrating theory with practice and the integration between operating and financing approaches to risk management.
Knowledge and Understanding Skills
It is a reality that many companies have to operate in foreign countries because local markets contain  many potential consumers. There are several types of exposure: Transaction exposure, translation exposure, and economic exposure, all of which affect Transnational corporations (MNCs). The possibility of exchange rate fluctuations affecting the value of foreign currency returns is known as Transaction Exposure. When figures on the financial statements of a subsidiary are translated into the reporting currency of the parent business, the financial performance ratios can be inflated (Makedon, Mykhailenko, and Dzyad, 2023). This process is termed translation exposure. On the other hand, economic exposure is the broader consequence of exchange rate fluctuations on a firm's worth, often affecting competitiveness.
The two types of risk include translation risk and transaction risk, which can be managed using some tools.Natural hedging reduces risks because it involves income and expenditure in a particular currency. For instance, a US-based company with operations in the Eurozone would buy materials within the Eurozone in euros. It may link costs to sales revenues in euros, Pellegrino, Gaudenzi, and Zsidisin(2023). It minimizes the firm's currency risk because it is not outstandingly engaged in currency trading. It allows MNCs to get the right, although not the responsibility, to trade currencies at an anticipated rate via forward contracts and options, which provides protective cover and flexibility against annoying currency shifts.
Currency swaps are another more complex tool multinational businesses use to manage forex risk. These are 1/ shifting of debt burdens in multiple currencies to take advantage of better interest rates in several markets Makedon, Mykhailenko, and Dzyad (2023). The effectiveness of these tactics depends on the extent to which the corporation is willing to under take risk and the status of its cash flows, which should be the state of the market. These methods are not for free, although they provide a great measure of protection against exchange rate fluctuations. These are essential basic concepts that multinational companies need to understand about these strategies and the implications of these strategies in different market environments to minimize their risk exposures.
Cognitive and Intellectual Skills
Some of the benefits and drawbacks of the various methods adopted by multinationals in hedging foreign exchange risk may be examined as follows: That's for example, natural hedging is quite often considered to be cost-efficient because the company avoids complex financial operations (Shenkar, Luo, and Chi, 2021). Still, operational flexibility and the extent to which the company can hedge its cash inflows and outflows define its usefulness. For example, matching revenues and costs in the same currency might be a challenge to an organization with extensive operations in the global market; thus, the remaining currency risk is cumbersome.
Forward contracts and options give businesses more direct control over exposures to foreign exchange by allowing companies to fix an  exchange rate or hedge against unfavorable fluctuations. These financial tools are  helpful, particularly in somewhat volatile markets, where fluctuations in currency may occur at times (Sudirjo, 2023). However, they also present distinct challenges that traditional models cannot meet. Forwards and options involve two parties, wherein the trader needs to predict the changes in the currency and understand the market trend. Such strategies may also be costly, especially when the market is moving in the opposite direction from the hedge, and possible opportunity costs could be present.
Another effective method for controlling long-term foreign exchange risk is currency swapping, which is particularly beneficial for multinational firms with significantcross-border loan commitments. However, setting up these swaps may be expensive and complicated, especially for smaller businesses Pellegrino, Gaudenzi, and Zsidisin (2023). Additionally, swaps have counterparty risk, which increases the possibility of financial losses if the other party breaches the agreement. Although these strategies can successfully lower foreign exchange risk, empirical evidence—such as the study by Allayannis and Weston (2001)—indicates that their effectiveness primarily depends on the firm's overall risk management framework and capacity to incorporate these tools into its larger financial strategy.
Practical Skills
Using foreign exchange risk management techniques in practical situations highlights the advantages and disadvantages of different methods. As multinational conglomerates such as Apple and IBM demonstrated, companies can employ various hedging strategies to safeguard their profits against currency volatility (Makedon, Mykhailenko, and Dzyad, 2023). To manage business foreign exchange risk, Apple, for example, uses a combination of financial derivatives and natural hedging, matching its revenue streams and spending in the same currencies and employing forward contracts and options to hedge against unfavorable currency moves. Apple's multifaceted strategy ensures that its financial performance is consistent even in the face of volatility in currency rates, allowing it to stay flexible in a dynamic market.
Nevertheless, there are difficulties in putting these techniques into practice. IBM, for example, uses currency swaps extensively to hedge its foreign exchange risk, demonstrating the potential advantages of this approach, especially when controlling exposure over an extended period. However, IBM's experience also emphasizes how crucial it is to project cash flows and currency changes precisely because poor decisions can result in substantial losses (Ftouhi and Ghardallou, 2020). Furthermore, these exchanges might have significant setup and maintenance expenses, necessitating careful evaluation of the cost-benefit ratio.
In actuality, a corporation's financial goals, market circumstances, and unique risk profile all play a role in deciding which hedging method to choose. Natural hedging and straightforward forward contracts may be adequate for some businesses, but more complex techniques, such as options and swaps, may be needed to manage their risk correctly (Sudirjo, 2023). The efficacy of these strategies is contingent upon the company's capacity to execute them efficiently within its broader risk management structure andtheoretical foundation. Thus, Multinational companies must constantly evaluate and modify their foreign exchange risk management plans to stay strong in the face of dynamic international marketplaces.
Transferable Skills for Life and Professional Practice
Combining analytical abilities, strategic thinking, and the capacity to make defensible judgments in convoluted and uncertain situations is necessary for managing foreign currency risk effectively. Developing these abilities is essential for professionals working in international financial management to advance in their careers and take on more responsibility inside companies (Shenkar, Luo, and Chi, 2021). Evaluating various hedging techniques objectively, comprehending their ramifications, and using them successfully in practical settings is a crucial talent that may significantly increase a professional's efficacy and employability.
Furthermore, it is essential to explain complicated financial ideas clearly and succinctly to audiences who are both specialists and non-specialists. Gaining support and guaranteeing successful implementation in a multinational corporation requires clearly explaining the reasoning behind a specific strategy and its anticipated results (Makedon, Mykhailenko, and Dzyad, 2023). Foreign exchange risk management decisions frequently involve stakeholders from various functional areas. In today's global corporate climate, professionals who can convert complicated financial data into actionable insights and communicate them in a way that is understandable to all stakeholders are highly regarded.
Furthermore, one may use the knowledge and abilities gained from studying foreign exchange risk management to other facets of finance management and beyond. For instance, corporate finance, asset management, and investment banking careers require the capacity to foresee economic circumstances, analyze market trends, and evaluate financial risks (Ftouhi and Ghardallou, 2020). Moreover, non-financial contexts, including strategy planning, operations management, and organizational leadership, can benefit from the strategic thinking and decision-making abilities developed via managing foreign currency risk. Developing foreign currency risk management proficiency gives professionals a flexible skill set highly valued across various positions and sectors.
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