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Foreign exchange risks remain quite evident in the operations of MNCs given the investments made cross-nationally. To manage these risks here under, MNCs put into practice several strategies consistent with IFM theories. One such important technique is Foreign Exchange Derivatives like forwards, futures, options, and swaps. These instruments allow MNCs to have a budget in a particular foreign currency to minimise transaction exposure by locking the exchange rate (Eun, Resnick and Chuluun, 2021). The last one is using of natural hedging which means that assets and corresponding liabilities are in the same foreign currency Removing economic exposure decreases the overall foreign exchange risk. 
MNCs also invest and operate, sell goods and services, and finance in several countries to distribute the variation in foreign exchange risks. It acts to decrease the effects of an adverse currency movement in any of the global markets. Moreover, to cope with transaction exposure, the MNCs use the leading and lagging techniques by synchronising the conversion of current receivables and payables with the fluctuating exchange rate movements. Some MNCs also practice the use of interest rate differential between countries as supported by the Interest Rate Parity theory. This can produce other benefits that will help in coping with such risks for instance foreign exchange risks. MNCs rely on these strategies based on the key theories of IFM like PPP, Fisher Effect, and IFE for mitigating their foreign exchange risks. As per Moffett, Stonehill and Eiteman (2021), through the application of the above-presented strategy, MNCs will be in a position to offset the effects of fluctuation in foreign exchange and sustain competitiveness in the global market.
[bookmark: _Toc171383520]Applying and Evaluating IFM Theories and Models
At the end of this module, the students should be able to: Among them, theoretical knowledge of IFM theories such as Purchasing Power Parity, Fisher Effect, and International Fisher Effect. The knowledge of IFM instruments that are conducive to MNCs shall be shown. The PPP theory claims that the exchange rate should be in such a manner that would make the spending power of the different currencies to be similar (Shenkar, Luo and Chi, 2021). The students should be capable of making use of this theory to predict rates of exchange as well, as to examine overseas investment. For instance, if inflations in a given country are higher than those in another country, according to the theory, the former shall gradually decline in value. 
According to the Fisher Effect theory, nominal interest rate is equal to the real interest rate plus the inflation rate that is expected to occur in the future. In the global scenario, the International Fisher Effect theory further builds up this idea with a proposition that differences in nominal interest rates of different countries are adjusted by the expected change in exchange rates. Students should also be able to use these theories to calculate the cost of capital for the MNCs that are operating across boundaries and thereby the MNCs can carry out International arbitrage taking advantage of the International rate differentials.  In addition, students should be able to identify and incorporate country risk and appropriate discount rates in the MNC capital budgeting decisions. What this suggests is that in projecting operating cash flows, there is a need to modify the discount rate to take into consideration factors like the PEF risks of the country. At the end of his learning, the student should be able to apply and to critically analyse the IFM theories and models relevant to the management of foreign exchange risks and financial strategies. As per Ferraris, Santoro and Scuotto (2020), this is thrown to them by today’s competitive international environment in the context of their roles in Multinational Companies.
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The global operation of business organisations entails some specific financial issues for MNCs regarding the financing of their activities. Since the operations of MNCs involve international business, the proper management requires that the officials not only consider and adopt policies regarding the financing of their operations but also critically analyse this or that method or technique used in financing. The other important avenue of financing, especially by international businesses is through the use of forex derivatives like forward contracts, futures, options, and swaps. These instruments enable the MNCs to minimise their transaction and economic risks by having some form of hedge against fluctuations in the foreign currency. In doing so, MNCs can avoid loss due to adverse movements in the currency exchange rates in that they lock such exchange rates (Nguyen and Canh, 2021). 
Another technique is known as natural hedging this is where MNCs cover their assets and liabilities in a particular currency. This in turn helps in minimising the economic exposure and overall foreign exchange risks. Moreover, MNCs can make a geographical distribution of production, sales plan and financing activities to men and offset the effects of fluctuation in currency values of the respective host countries. MNCs can also use leading and lagging techniques to time the conversion of receivables & payables thus helping to timing the transaction exposure using the right exchange rate. Certain MNCs actively partake in interest rate risk overseas, which is detailed in the Interest Rate Parity theory. As per Vitolla et al. (2020), this can produce other revenues to counterbalance exchange rate hazards. In addition to the above-mentioned foreign exchange risk management tools, the financing structure of MNCs has other significant determinations. Among these, it is necessary to assess their possibilities to apply equity financing, debt financing, venture capital, government grants and incentives for further internationalisation. Every financing method has its pros and cons, and these cons and pros make up the pros and cons of the total system of financing. 
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It is equally important to establish that while conducting business in the global market, MNCs can apply any of the theoretical models to evaluate their corporate value, estimate the correct international cost of capital, as well as, manage their capital structure (Rjiba et al., 2021). 
Several theories have been formulated, commonly used one of them is the Purchasing Power Parity (PPP) theory. To PPP, exchange rates should fluctuate in such a manner that the value of one currency can buy some quantity of another currency at a certain period. PP provides MNCs with knowledge on the operations of the foreign exchange and the behavior of exchange rates, which enable them to evaluate the possibilities of the value of assets to be acquired in various foreign lands. This knowledge helps MNCs predict how exchange rates are anticipated to change based on variations in the inflation rate and assess the implications of international projects on the organisations’ worth.  Another model that is of paramount importance is the Fisher Effect and this model has it that nominal interest rates are made of the real interest rate plus the expected rate of inflation (Kling et al., 2021). The IFE theory does this, asserting that the difference in a country’s nominal interest rates is adjusted by the expected change in the exchange rate. As applied to IFE, MNCs can choose the correct discount rate for evaluating the foreign investments and decide on the cost of capital for the operations internationally. 
In terms of MNCs financial structure MNCs meets the advantages and disadvantages of using more of debt or equity financing at the international level. Cost of capital also affects the leverage policy or the proportion of debt in the companies’ financing mix. According to the Modigliani-Miller theorem, a company’s value does not depend on its capital structure under some conditions and thus, such theories can be applied to study the impact of leverage.  Thus, by using these theoretical concepts, MNCs can make better decisions about its global activities, investments, and funding to enhance its worldwide corporate value and some aspects of capital structure in the global context. Based on the IFE theory, MNCs can identify a right discount rate to assess foreign investments, as well as identify the cost of capital for the global operations of the company. Concerning financial structure, MNCs have to analyse the pros and cons of using more debt or more equity financing at the global level (Qadir et al., 2021). The Cost of capital also determines the proportion of debt in the firm's funding structure Leverage. There is a concept likely the Modigliani-Miller theorem which states that under certain conditions, the value of a firm is not affected by its capital structure, therefore theories such as these can used to analyse the effects of leverage. 
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Foreign exchange risk and financing management represent a puzzle for MNCs due to several factors which are discussed in this paper. Still, as long as MNCs understand the theory and models of IFM, they can escalate the risks and have sound strategies for handling their monetary affairs. 
Some of the IFM theories and models; including; Purchasing Power Parity, Fisher Effect, and the International Fisher Effect act as a base on which MNCs can presume on exchange rate forecasting, overseas investment appraisal, and the correct cost of capital for their international operations. Through the application of these theories, MNCs can be in a position to make better decisions on the corporate value, the structure of the balance sheet, and the general strategy of the firm internationally (Qadir et al., 2021). In managing the technical risk relating to foreign exchange risk, here are some techniques that MNCs can adopt. This includes many things such as Derivatives, Natural hedging, Diversification, and International arbitrage. All these strategies are related to IFM and help MNCs to reduce the possible effects of the fluctuation of currencies and remain loyal competitors in the global economy. In addition, MNCs can analyse critically a variety of forms of financing and methods of financing, including equity financing, debt financing, venture capital, and governmental programs, for carrying out their expansion outside their domestic countries. 
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