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Executive Summary
The report aims to understand the strategies that are taken by multinational companies for managing foreign exchange risks. A range of literature has been analysed in the research report. It has been shown that International Finance Management places a contribution in streamlining international banking, the international money market, financial globalisation, purchase power parity, and exchange rate determination. Furthermore, the report has illustrated the core concept of dividend policy of financial management and the purchasing power parity and how the multinational corporations like HSBC are adopting this in managing their exposure to the foreign exchange risks. 


Table of Contents
Introduction	4
“Different strategies that multinational corporations often adopt in managing their exposure to foreign exchange risks”	4
International Finance Management and Strategies Implemented by HSBC	4
Dividend distribution policy: A strategy for financial management	6
Purchasing power Parity: A strategy for financial management	7
Conclusion	8
References	9





[bookmark: _Toc162341748]Introduction 
“International finance Management” constitutes the strategic management of financial activities across countries and borders. It necessitates supervision of global financial operations, including financing, investing, and risk management. The primary players in “international finance management” are governments, multinational corporations, and financial conservatories. These companies have to manage intricate financial systems that vary from nation to nation, including tax rules, exchange rates, and regulations. In order to enhance performance in diverse markets, “international finance management” comprises the analysis and interpretation of this system as well as the creation and use of financial strategies. HSBC, being one of the world’s largest banks, has a strategy to be a preferred international financial partner for its clients. It contains goals for quickening the flow of capital regions— primarily Asia and wealth— that have proven to yield the highest returns and where our side gives us a sustained advantage. 
[bookmark: _Toc162341749]“Different strategies that multinational corporations often adopt in managing their exposure to foreign exchange risks”.

[bookmark: _heading=h.b1ka0qcyfjmz][bookmark: _Toc162341750]International Finance Management and Strategies Implemented by HSBC
International Finance Management makes a contribution to streamlining international banking. According to Dong et al. (2020), the rapid development of multinational finance has evidently affected the operation of commercial banks. Knowing how various procedures, policies, laws, and organisations impact the direction, management, and control of a company is essential for success in the business world. International finance relies heavily on international markets since they make international trading in services, products, and financial instruments viable (Asian Development Bank, 2022). On the contrary, the financial operation is not only governed by the stated objectives for which it was founded, but it also consists of the complex relationships between the numerous stakeholders (Aziz et al. 2021). Similarly, HSBC includes strategies in making itself the first choice in international finance; and in order to do so, its international network remains a key competitive advantage (HSBC, 2024). It will further continue to operate in cross-border banking flows among major trade corridors. Introducing this, it has aimed to reach “single digit” revenue growth in the long term, while having a higher proportion of its revenue from fees to insurance income. The “Efficient Market Hypothesis Theory” constitutes financial economics, in which asset prices fully reflect all variable information (Forbes, 2022). Prices adjust in the “Efficient Market Hypothesis Theory (EMH)” to take into account new information that becomes available nearly instantly, and it is impossible to continuously “beat the market” while taking risks.  This is further to make investment returns that exceed the overall market average as reflected by major stock indexes, including the S&P 500 Index.  According to Nurunnabi (2021), the “International Financial Reporting Standards (IFRS)” include the implementation of multiple theories, such as “Institutional Theory, Accounting Theory, Agency Theory, Positive Accounting Theory, and Process Theory”. 
This EMH Theory has three variations, such as "the weak form of the efficient market hypothesis, the semi-strong form of the efficient market hypothesis, and the storing form of the efficient market hypothesis" (Forbes, 2022). The EMH states that stock prices appropriately represent all pertinent market data. Considering the weakened version of the "Efficient Market Hypothesis", fundamental analysts who have an intuitive understanding of how impending information influences stock prices can outperform the financial market in the short run. On the contrary, it can be argued that investors who adhered to the "Efficient Market Hypothesis" typically stick with passive investing options like "index funds and exchange-traded funds (ETFs)" that track benchmark indexes. It is evident from the range of investing techniques used that not everyone adheres to the "Efficient Market Hypothesis" as a reliable guide for wise financial decisions. Nevertheless, there are a plethora of mutual funds and other funds on the investing market that use active financial management to beat a benchmark index. In international financial management, HSBC has a business model categorised into four segments, such as "Retail Banking & Wealth Management, Commercial Banking, Global Banking & Markets, and Global Private Banking & Corporate Center" (Trefis, 2020). The Implementation of Accounting Theory includes certain steps, such as “transaction, recording transactions in a journal, posting the transactions, preparing the unadjusted trial balance, analysing the worksheet, adjusting journal entry discrepancies, and preparing a financial statement”. HSBC follows the accounting policy and generates annual reports (HSBC, 2022). Revenues for the segment of "Global banking and markets" are derived by providing services to corporate and wealth management that generate the idea that it provides private banking management solutions to investors. Investment professionals who are known as "active portfolio managers" state that their team of analysis and expertise can enable them to exceed the market benchmark by utilising market inefficiencies. Both fundamental and technical analyses are deemed useless in the semi-strong version of the EMH. The semi-strong form of the "Efficient Market Hypothesis (EMH)" builds upon the assumptions of the weak form by posting that prices react promptly to new information that becomes accessible to the public. Consequently, it is deemed impossible for fundamental analysis to anticipate future price movements.  The "Efficient Market Hypothesis (EMH)" has been widely accepted by the public as well as financial establishments, which has contributed to the notable increase in the popularity of index funds that track key market indexes. This includes both mutual funds and exchange-traded funds (ETFs). 
[bookmark: _heading=h.skzuqpgnrt40][bookmark: _Toc162341751]Dividend distribution policy: A strategy for financial management  
"Dividend distribution policy" endeavours to strike an optimum balance between rewarding shareholders by means of dividends and ensuring that sufficient profits are retained from the growth as well as for meeting the needs of the Company (Sec, 2024). In this regard, Ben Salah and Jarboui, (2024) stated that most of the shareholders often choose a high dividend distribution policy that helps to reduce the agency costs and elevate the reputation of the firm in the established market. It can be witnessed that the UK-based banks have forecasted to pay a dividend share of 31% as per the record of 2022 (Spglobal, 2022). For example, in this case it can be witnessed that HSBC has reported a tripled profit margin and posted a pretax profit of $12.9 billion versus $4.2 billion in comparison to an earlier year record and the average cost has been estimated to have reached $8.64 billion (Reuters, 2023). Thus, it can be reflected that HSBC smooths the shareholders using restoring dividends as the profit margins are tripled. These perspectives can be aligned with the perspectives of the "Gordon theory of dividend policy”, which helps in determining the relationship between the valuation of stocks and the expected returns that are generated from the stock. It at the same time is exhibiting how the different variables such as valuation, dividend discount and the growth rate are closely related. Furthermore, it is the sensitivity of the valuation to the changes taking place at the discounted rates thus deciphering a definite relationship between the two variables. Thus, it can be stated that the perspectives of this model are applied within the banking sectors to help them to initiate informed and rational decisions regarding their investments and provide a fair idea of whether the stocks are overvalued or undervalued.   
[bookmark: _heading=h.1bh5vkx4zqvd][bookmark: _Toc162341752]Purchasing power Parity: A strategy for financial management  
It can be stated that international finance management is associated with the activities of trading and making money through foreign exchange rates. In this context, the purchasing power parity (PPP) is the rate of currency conversion that tries to equalise the purchasing power of the different currencies by means of elimination of the differences within the price levels in the different countries (Nagayasu, 2021). In contrast to this, it can be stated that PPP is harder to measure than market-based rates (Anderl and Caporale, 2022). It can be witnessed that the GDP per capita PPP in the UK is accounted to be 40104.21 USD, reaching a higher level of 47587.17 USD in 2022 and the latest is witnessed to be 30226.03 USD (Tradingeconomics, 2024). For example, it can be witnessed that HSBC is associated with the "HSBC InvestProtect PPP Fund" (Bloomberg, 2024). In consideration, it can be witnessed that trade management is the largest asset management for HSBC, but in contradiction, HSBC has been advised to close the PPP for the HSBC VIP clients (LinkedIn, 2023). In consideration of this, it can be reflected that the neoclassical theory is closely associated with the PPP and assumes that the exchange rate between the two currencies is observed in the international market. Based on this premise, Dolderer et al. (2021) posit that neoclassical economics is a broader aspect that focuses on supply and demand as the driving force behind the production, pricing and consumption of goods as well as services. Thus, it can be inferred that PPP is the economic aspect of exchange rate determination that states that the level of prices between the two countries should be equal, and this means that the goods in each country will cost the same once the currencies rates are getting exchanged.    
[bookmark: _Toc162341753]Conclusion 
Considering the above facts, it can be inferred that international financial activities are associated with strategic management financial activities across countries as well as borders. In this regard, international financial operations heavily rely upon international markets since they make international trading in services, products, and financial instruments viable. Furthermore, in order to maintain the financial position within the global markets they have introduced the concept of “single digit” revenue growth in the long term. Additionally, it has reflected the concept of the “Efficient Market Hypothesis Theory (EMH)”, which states that stock prices represent all penitent data. Moreover, other financial concepts such as the deviant policy and PPP are reflected and considered to be essential components within international financial operations. 
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