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1. Introduction 
The present research is based on International Financial Management which is a process of managing entire financial practices in an international environment of business. Such practices help in tracking business performance, managing overall trading, and following the exchange of foreign currency. Therefore, key strategies of international financial management include making proper investments, financing, and overall risk management process development. Moreover, such financial management is effective in maintaining adequate financial supply and balancing the overall fund of trading internationally. The research analyses key strategies of MNCs to manage their activities towards foreign exchange risk. Then, it analyses some theories and models based on financial management, cost of capital management, corporate value management, and more.      
[bookmark: _rbl9ld5o7g6q][bookmark: _Toc154863958]2. Strategies adopted by MNCs in managing their exposure to foreign exchange risks 
MNCs or Multinational corporations experience ups and downs in managing their risk factors related to foreign exchange. Various risk factors are noticed by MNCs to operate internationally including currency fluctuation, volatile landscape and more. Hence, to manage foreign exchange risk factors, MNCs have adopted various strategies which are explained below:
Centralising treasury measurement function: MNCs have adopted a strategy to establish a central treasury measurement function that provides them with proper or clear visibility of foreign exchange exposure and control over global cash flows. As stated by Ayunku and Apiri (2019), the centralised treasury system provides an overall view of foreign exchange which is effective in making informed decisions regarding the trading of MNCs. Moreover, such a strategy helps MNCs to make properly informed decisions after gaining control over international or foreign exchange risk factors.    
They focus on maintaining financial hedging instruments: Some MNCs prefer to make forward contracts of their foreign exchange which locks the currency exchange rate for a future date and reduces the risk of exchange rate fluctuation (Riskinin et al. 2020). Such a strategy mitigates the chances of unfavourable situations before currency exchange or any transaction. After that, in some cases, MNCs focus on currency options that provide specific exchange value in future and provide flexibility that limits loss or risk during currency exchange. Hence, MNCs focus on currency Swaps which help them to exchange currencies in future cash flows in other currencies which helps them to focus on exchange needs and their specific risks.     
Invoices in Local currencies: MNCs try to denominate their service invoices in local currencies based on their consumers which helps them to shield the ups and downs between local currency and their own countries' currency. As per Alfaro et al. (2021), such an invoicing process is effective in reducing currency fluctuation and eliminating the exchange risk factors.       
[bookmark: _e1yt51jkaea3][bookmark: _Toc154863959]3. Application of various theories and models 
Theories of international financial management
Theory of foreign exchange risk: The theory focuses on the losses experienced by MNCs during international financial transactions which occur due to fluctuation of currencies. According to the illustration of Hadian and Adaoglu (2020), foreign exchange risk may impact traders and investors who trade or make translations in international markets. However, implementation of such theory helps MNCs to focus on various strategies of foreign exchange such as swaps, forward contracts, trading options, and more that help to mitigate foreign exchange risk factors. Moreover, the theory helps to protect the overall investment of investors in a foreign market    
Arm's Length Principle or theory: application of such theory is effective in maintaining transfer pricing decisions and it ensures the entire practice aligns with regulations and maintains fairness. The research of Mpofu and Wealth (2022), indicates that Arm's Length theory ensures that the price manipulation need not be done by the parties based on their goods and services to gain unfair advantage and avoid unnecessary taxes. Application of the present theory is important in MNCs to ensure transparent conditions of their business market and deal with potential business conflicts that may arise during currency exchange. Despite that, tax erosion can be avoided by the theory and it helps to maintain overall organisational profit by following lower tax jurisdictions of the bsuiness.     
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Figure 1: Arm's Length Principle
(Source: Mpofu and Wealth, 2022) 
Net Present Value (NPV): The application of the present or NPV method is effective in maintaining the key differences between the present cash outflow value and the value of cash inflows for a period. As defined by Magni and Marchioni (2020), NPV is effective in maintaining the overall feasibility of business foreign exchange and generating necessary investment decisions by business traders. Therefore, NPV is effective for MNCs to make investment planning and capital budgeting that helps to analyze project investment and overall profitability (Magni and Marchioni, 2020). Therefore, having a positive NPV is essential for the traders which helps to ensure a positive value of the organizational foreign investment. Nonetheless, critical business decisions make proper financial analysis by following NPV.    
Theories of corporate value
Incentive motivational theory of corporate value: The theory is necessary for ensuring corporate value as it focuses on investors' both intrinsic and extrinsic motivations. Therefore, it focuses on the economic Incentives of a firm that focuses on gain on loss through foreign exchange management (Chase, 2023). At the same time, the theory is effective in making relevant steps to deal with future cash flow by calculating its present financial values of the form. Moreover, it is effective to calculate the intrinsic value of a business or MNC by evaluating its risk factors due to foreign market currency fluctuation. The theoretical application is effective in maintaining corporate value by making an accurate valuation of currency fluctuation.    
Transaction cost theory: The application of 'Transaction cost theory' is essential in focusing on the transaction of a farm and it also measures the potential effort to provide to maintain the financial process. The study of Ahluwalia et al. (2020), indicates that the theory focuses on the actual cost of services or outsourcing production including coordination costs, contracting costs, search costs, and transaction costs. Applying the theory of transaction cost is effective in making necessary decisions regarding financial management that help to maintain corporate value. After that, with the application of such theory, the traders focus on bargaining, market opportunity, enforcement costs, and foreign exchange costs. Moreover, during corporate value management, the theory works efficiently to make decisions regarding cost fluctuation.   
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Figure 2: Transaction cost theory
(Source: Ahluwalia et al. 2020)
Theories of international cost of capital
Net income theory: the theoretical implementation of net income theory suggests that the enhanced value of a business firm needs to decrease its overall cost by measuring the weighted Average Cost of capital". According to the research of John (2022), such theoretical application helps to manage the higher property of debt management by using chapter sources and making proper financial management, theory theory is used by MNCs to analyse the market of the business and maintain its debt-to-equity ratio. Therefore,  it helps to manage the business risk factors beyond profitability, market size, liquidity ratio, and market profitability.  
Capital asset pricing model or CAPM: The model is effective in calculating the expected ROI of investment of an organisation or MNC. As illustrated by Alecia Ferrari (2020), CAPM is effective in international cost management as it focuses on ROI, ensures asset correlation, and risk-free assets. Therefore, the model is effective as it eliminates the equity cost for trading companies based on market risk and their systematic risk. MNCs also apply such theory to manage their country-specific financial risk and balance international cost capital Ayub et al. (2020). At the same time, the theory helps in calculating expected ROI based on the beta or risk of their investment and risk-free rate in their trading market.   
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Figure 3: Capital asset pricing
(Source: Ayub et al. (2020) 
Theories of financial structure
“Net Income Approach to Capital Structure Theory”: The theory indicates that a business market analyses the practices of a whole firm and their discounts which also indicates there is no relation of such practices to the debt-to-equity ratio (Hirdinis, 2019). The theory is applied by MNCs as it increases firms' value by decreasing WACC.    
Trade-off theory of capital structure: The theory explains the ways through which different companies balance their benefits and costs related to equity and debt of financing in the international market. As evaluated by Nicodano and Regis (2019), the capital structure of trade is maintained through a trade-off between the cost of financial distress and interest tax shields. MNCs apply such theory to maintain financing and financial equality to determine the optimal mix. Such theory helps to consider various factors including balance risk, risk of profitability, tax benefits, and agency costs (Khaki and Akin, 2020). At the same time, the Trade-off theory is applied in MNCs as it indicates that if the profitability of a firm increases then it supports a higher level of debt without causing any financial distress and cost loss.       
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Figure 4: Trade-off theory
(Source: Nicodano and Regis, 2019) 
[bookmark: _x7sm8bkrql6l][bookmark: _Toc154863960]4. Conclusion
After analysing all the theories of financial management, it can be summarised that MNCs adopt various strategies to maintain their foreign exchange risk factors including 'centralised treasury measurement function', 'managing financial hedging instruments', and more. Therefore various financial theoretical applications have been shown in the research such as Arm's Length Principle, foreign exchange risk, and Net Present Value theory. Therefore, some theories related to corporate value have been illustrated here including Incentive motivational theory and transaction cost theory. Moreover, the research focuses on other financial management theories like the Trade-off theory, the Net Income Approach, and the Capital asset pricing model. 
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