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[bookmark: _Toc224845925]1. Introduction
[bookmark: _Toc224845926]1.1 Background of the Study
Fluctuations in exchange rates are one of the main macroeconomic determinants with a huge impact on the operational behaviour of the multinational corporations (MNCs). Multinational companies are operating in different countries and transacting using different currencies, therefore, a change in the exchange rates may have significant impacts on their revenues, costs, profitability, and reporting (Osho, 2019; Ridwan et al., 2025). Fluctuations in the value of a domestic currency (as an example of the British Pound (GBP) versus major international currencies such as the United States Dollar (USD) or Euro (EUR)) creates uncertainty in the outcomes of financial results and strategic planning. These volatilities impact greatly on export competitiveness, cost of imported raw material as well as the general profitability of businesses in world markets. Academic research suggests that exchange rate volatility considerably impacts international trade and corporate financial viability in terms of affecting transaction across borders, or operational costs (Makore et al.; 2025; Ou. 2025).
Considering that multinational corporations are greatly reliant on their global chain supply networks, exchange-rate volatility also affects the selection of operations, sourcing and investment planning. For example, an exchange rate which is too high could lose export competitiveness, while a weakened currency could increase the cost of imported inputs. These changes have a substantive impact on firm performance indicators, such as revenue growth, return on assets, and market value. As a result, a significant number of multinational corporations use hedging methods as forward contracts, currency options, and currency swaps to reduce exchange rate risk. (Adegbite, 2024; Li, 2025).

[bookmark: _Toc224845927]1.2 Problem Statement / Research Gap
Although there is a growing literature examining the association between exchange-rate volatility and international trade or macroeconomic performance, relatively limited studies have examined its impacts directly on the financial performance of multinational companies in the global market. The extant literature focuses largely on national economic outcomes or patterns of export trade or dynamics of small and medium scale enterprises and ignores, in contrast, the behaviours of large multinational corporations that operate across multiple currency regimes. As a result, there is little empirical evidence explaining how exchange-rate volatility influences the profitability and financial stability of multinational corporations (Belghitar et al., 2021; Makore et al., 2025).
In addition, a fair amount of existing research has concentrated on emerging economies, therefore leaving a gap in scholarly understanding of the impact of exchange rate volatility on multinational enterprises based in developed economies, for example the United Kingdom. Moreover, there is very little empirical research that has integrated financial risk exposure, operational changes, and strategic hedging behaviour in evaluating the financial performance of a corporation in the face of an exchange rate volatility. Accordingly, this study aims to address this gap by focusing on the dynamics of exchange fluctuations and their impact on the financial performance of multinational companies and the practices adopted by firms to manage these risks (Adegbite, 2024; Ridwan et al., 2025).

[bookmark: _Toc224845928]1.3 Research Aim
The aim of this study is to examine the effect of exchange rate fluctuations on the financial performance of multinational corporations.

[bookmark: _Toc224845929]1.4 Research Objectives
· To identify the independent variable factors related to exchange rate fluctuations affecting multinational corporations.
· To analyse the impact of exchange rate fluctuations on the financial performance of multinational corporations.
· To provide recommendations to multinational corporations for managing exchange rate risks and improving financial performance.

[bookmark: _Toc224845930]1.5 Research Questions 
· What are the independent variable factors related to exchange rate fluctuations affecting multinational corporations?
· What is the impact of exchange rate fluctuations on the financial performance of multinational corporations?
· What recommendations can be provided to multinational corporations to manage exchange rate risks and improve financial performance?

[bookmark: _Toc224845931]1.6 Significance of the Study
This research is important because multinational firms function under a highly globalised environment where exchange-rate uncertainty has the potential to affect profitability and financial stability tremendously. A strict knowledge of the relationship between exchange rate volatility and company financial performance can help managers to develop robust strategies to mitigate currency risk. The results will also help policymakers and financial institutions to understand the impact of changes in exchange rates on business activities of multinational companies and international investment choices (Alam et al., 2025).

[bookmark: _Toc224845932]2. Literature Review
[bookmark: _Toc224845933]2.1 Effect of Exchange Rate Fluctuations
Exchange rate fluctuations refer to the fluctuations of value of a particular currency against another currency in the international financial markets. Such fluctuations are caused by diverse determinants such as inflationary forces, change of interest rates, economic growth, political stability, and so on. Volatility in exchange rates has a strong impact on flows of international trade, investment decisions, and stability in the global financial system. Studies have revealed that currency volatility has a direct effect on imports and export costs, thus, on the corporate revenue and the cost of operation (Ou, 2025; Felipe et al., 2025).
Exchange rate volatility is a key determinant on supply chain activities and international flow of trade. The volatility of exchange rates market can cause an increase in transaction costs and increase in financial uncertainty among firms. This means that companies must change their pricing strategies, sourcing policies and investment policies to manage the currency risk. The volatility as observed can be to perturb the dynamics of the supply chain and thus, controlling the export performance in the global market (Msomi et al., 2025).

[bookmark: _Toc224845934]2.2 Financial Performance
Financial performance refers to the ability of a firm to make profits as well as to spend the monetary resources in an effective manner. It is usually measured by using various financial indicators such as the return on assets, return on equity, profitability ratios, and market value. Multinational corporations depend on factors of financial outcomes that are interdependent on the numerous factors, including international market factors, corporate governance, and macroeconomic factors, including exchange rates (Rodríguez Valencia, 2025). Several studies suggest that multinational corporations operating in international markets are more prone to currency fluctuation than domestic firms, because they undertake transactions that involve multiple currencies (Osho, 2019; Adegbite, 2024).

[bookmark: _Toc224845935]2.3 Theoretical Framework
There are many theoretical models that explain the nexus of the exchange rate volatility and financial performance of multinational enterprises. One of the leading theoretical frameworks is the International Trade Theory which argues that exchange rate fluctuations have a meaningful impact on trade competitiveness and profitability of companies operating under global markets. The above theory suggests that as the domestic currency weakens, export competitiveness increases, and when it strengthens, the share of an entity in the global market becomes small (Ou, 2025).

[bookmark: _Toc224845936]2.4 Empirical Studies
Previous empirical studies have extensively done the research on the relationship between exchange rate volatility and corporate performance. Osho (2019) examined multinational corporations based in Nigeria and found that exchange rates can have a strong impact on the profitability of corporations and their financial performance in general. The analysis found that the domestic currency's depreciation increased operating costs of the multinational companies, attributable to increased import-related costs.
Ridwan et al. (2025) conducted a similar study that examined multinational fintech companies and found that exchange rate volatility negatively affected business financial success by increasing financial uncertainty and operational risk. The study further calls the importance of using financial hedging mechanisms as a wise strategy to counter the risks of exchange rate fluctuation.
Belghitar et al. (2021) examined how exchange rate volatility affects business performance and concluded that currency volatility strongly affects corporate competitiveness and financial performance. The empirical evidence shows that businesses that play the global market need to work hard to overcome exchange rate risk so as to maintain financial stability.

[bookmark: _Toc224845937]2.5 Research Gap
Despite the large literature available on exchange rate volatility and international trade, few empirical studies focus on understanding how exchange rate fluctuations affect the financial performance of multinational firms that conduct business in global markets. A large body of existing research focuses on macroeconomic outcomes or small and medium-sized enterprises, leaving multinational firms out of the picture (Belghitar et al., 2021; Ridwan et al., 2025).


[bookmark: _Toc224845938]2.6. Conceptual Framework
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Figure 3: Conceptual Framework
(Source: Developed by Student)

[bookmark: _Toc224845939]2.6.1 Exchange Rate Volatility
Exchange rate volatility refers to fluctuations of the relative value of a particular currency in relation to another that occur in a particular manner in international financial markets often and unpredictably. Multinational corporations are operations with various countries and deal in transactions denominated in various currencies; thus, exchange rate variations could affect revenues, operating costs, and overall profitability. In cases when the exchange rates are highly volatile, companies can possibly have uncertainty in terms of cash flows, prices, and investments (Belghitar et al., 2021).
H1: There is a significant impact of exchange rate volatility on the financial performance of multinational corporations.

[bookmark: _Toc224845940]2.6.2 Currency Translation Exposure
Currency translation exposure (also called accounting exposure), which occurs when multinational enterprises translate the financial statements of their foreign subsidiaries into their parent reporting currency. Exchange rate fluctuations may change the reported amounts of foreign assets, liabilities, revenues, and expenses after the conversion to the domestic currency (Adegbite, 2024).
H2: There is a significant impact of currency translation exposure on the financial performance of multinational corporations.

[bookmark: _Toc224845941]2.6.3 Transaction Exposure
Transaction exposure arises when participation of multinational corporations in cross border commercial transactions are denominated in foreign currencies. This exposure arises in between the occurrence of the transaction and the payment settlement. During this time, fluctuations in rates of exchange may affect the value of receivables or payable (Osho, 2019).
H3: There is a significant impact of transaction exposure on the financial performance of multinational corporations.

[bookmark: _Toc224845942]2.6.4 Economic Exposure (Operating Exposure)
The economic exposure or the operating exposure as it is often called refers to the long-term impacts of changes in currencies on the market value of a firm and the competitive positioning of the firms and the future cash flows. Variations in exchange rates could affect costs of production, demand for export, and price competitiveness in international markets (Felipe et al., 2025).
H4: There is a significant impact of economic exposure (operating exposure) on the financial performance of multinational corporations.

[bookmark: _Toc224845943]3. Methodology 
[bookmark: _Toc224845944]3.1 Research Philosophy 
Research philosophy refers to the epistemological beliefs that govern development and connotation of knowledge within a field of study. This research takes the positivist research philosophy, in that there is an emphasis on objective measurement, observable facts and the use of statistical analysis. The method of positivism has been widely used in business and financial research, because it helps researchers test their hypotheses empirically and identify the interrelations of variables using quantitative data (Alam et al., 2025).

[bookmark: _Toc224845945]3.2 Research Approach 
Deductive approach to research is followed in this study. The deductive approach starts with known theories and previous empirical research, then it develops hypotheses that may be empirically tested by gathering and analyzing some data (Ridwan et al., 2025).

[bookmark: _Toc224845946]3.3 Research Strategy 
The research is based on the use of survey as the method of collecting quantitative data by the respondents. Survey research is often used in business and management research as it allows data to be gathered from a large sample of participants over a short period of time. Moreover, the research design allows researchers to test the associations between variables, namely the interaction between exchange-rate volatility and corporate financial performance, through sound statistical inferences (Adegbite, 2024).

[bookmark: _Toc224845947]3.4 Research Design 
This research uses quantitative cross sectional research design. Quantitative inquiry focuses on the systematic collection of numerical statements, which are then submitted to statistical analysis. The cross-sectional design means that respondents will be recruited in a place, at a particular point at a certain time and no longitudinal data will be collected over a long period of time (Osho, 2019).

[bookmark: _Toc224845948]3.5 Data Collection Method
The research will use primary data methods of gathering. Primary data will be collected from respondent directly via structured online questionnaires. The questionnaire shall have close-ended questions that will use Likert-type scale to determine the understanding of the respondents of fluctuations in the exchange rates and their resulting implications on financial performance. Online questionnaires are useful in collecting data from the source or participants that are in separate geographical locations and are widely used in business research (Belghitar et al., 2021).

[bookmark: _Toc224845949]3.6 Target Population
The target group of this study will include employees and financial managers employed in multinational corporations. These respondents have been chosen on the basis of their practical knowledge and experience of the issues relating to international financial operations and exchange rate risks.

[bookmark: _Toc224845950]3.7 Sampling Method 
The research will employ the simple random sampling to sample the respondents of the target population. This kind of sampling ensures that every member of the sampled population stands an equal chance of being added to the study. 

[bookmark: _Toc224845951]3.8 Sample Size
The sample size for this investigation will include 150. This quantity is considered adequate for undertaking serious statistical analyses (regression, correlation analysis) in the context of quantitative research.

[bookmark: _Toc224845952]3.9 Data Analysis Techniques
Collected statistical methods will be applied to analyze the gathered data. The descriptive statistics will be used to summarize the properties of the respondents and give a summary of the dataset. Furthermore, a number of regression frameworks will be engaged to examine the relationship between the exchange rate volatility and financial performance metrics of multi-national enterprises. The regression analysis enables to estimate the value and statistical significance of intervariable relationships (Makore et al., 2025).

[bookmark: _Toc224845953]3.10 Reliability and Validity
In order to determine both the reliability and validity of the research instrument, the value of the internal consistency of the research instrument will be measured using the Cronbach's alpha coefficient. Pilot test will be carried out before the actual survey to find the possible problems with the questionnaire and improve the accuracy and clarity of the questions.

[bookmark: _Toc224845954]3.11 Ethical Considerations
Ethical considerations shall be thoroughly followed throughout the research process. Respondents will be properly informed about the nature of the research, which will be voluntary. The data gathered will be used exclusively in academic purposes without violating confidentiality and anonymity of participants.

[bookmark: _Toc224845955]4. Expected Findings
It is expected that the study will show fluctuations in exchange rate will have a significant impact on the financial performance of multinational corporations. It is estimated that the higher the level of volatility of the exchange rate, the more negative impact it will have on corporate profit and financial stability. These results indicate that multinational corporation uses various risk management strategies such as hedging and currency diversification to mitigate exchange rate impact on their financial performance (Ridwan et al, 2025).

[bookmark: _Toc224845956]5. Limitations
This study will rely on primary data collected by use of questionnaire, which is susceptible to the perception and bias of the respondents. Second, the research is based on a small sample of 150 respondents which may impair the generalization of the study findings. Also examined in the study is the exchange rate movements as a key determinant of financial performance; the other macroeconomic factors may have an additional influence on the corporate financial performance.
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Table 1: Gantt chart
(Source: Author, 2026)

[bookmark: _Toc224845958]7. Conclusion
In sum, this chapter has outlined the research methodology which will be used in scrutinizing the effect of exchange rate volatility on the financial performance of multinational enterprises. The study follows a positivist paradigm and a deductive methodology with a quantitative cross-sectional survey design. Primary data will be collected using structured questionnaires and then they will be subjected to descriptive statistical analysis and regression analysis. The suggested methodological structure will help the researcher conduct a systematic and credible study of the correlation between exchange rate trends and corporate financial performance.
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