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[bookmark: _30j0zll]Introduction
This means that to be effective there is need to adopt management of finance to fit in the squared world business environment dominated by multinationals. The problem lies with the fact that as more companies begin to engage in cross-border expansion they automatically subject themselves to unpredictable changes in currency values. Some of these risks may seem impossible to mitigate due to the unpredictability character for foreign currency which can greatly define cash flow, profitability and financial health of the organization. It is therefore important for the multinational organizations to manage and control the foreign exchange risks for the organizational ventures to prospective. This paper is designed with the principal aim of analyzing the various dynamics associated with the technique of International Financial Management with specific focus on the way MNC’s utilize the technique to overcome foreign exchange risk.
[bookmark: _1fob9te]Foreign exchange risk 
[bookmark: _3znysh7]Another justified fear that multinational Corporations face especially when participating in international business by either exportation of goods, provision of services or investment in foreign business entities is the currency risk. It is a risk related to capital changes, in other words trading risk, which means that values in one currency are exchanged for values in another and that could cause a loss of value in a specific currency (Abhayawansa and Adams, 2021). 
 It becomes vital to have a clear picture on the nature and extent of these risks with a view of coming up with preventive and mitigating measures as contained in the risk management programmers (Budreviciute et al., 2020). The four key forms of exchange rate risks that are noticeable are classified into three main groups. The third type of the economic risk includes what is commonly known as transaction risk, which is in fact risks unique to transactions. The fact that exchange rates may change before the realization of a contract gives certainty. The most comprehensive kind of transaction risk is delays involved in the completion of a transaction (de Araújo Lima, Crema and Verbano, 2020). The above model shows that options and forward contracts which reduce the effects of transactions can be used. For instance, he experiences transaction risk when he buys products under a contract supplied by a European company from United States but when he is making the payment in foreign currency the exchange rate has changed between the time he signed the contract and the time of executing the payments. While an appreciation of the euro against the dollar would, therefore, lead to a rise in the price of the items, an appreciation of the dollar would lead to the opposite effect (Hubbard, 2020). 
 The threat which is posed by the fact that the market value of an organization may be affected by changes in exchange rates, given that the organization has to engage in the foreign exchange market at some point in its operations is termed as economic risk , or forecast risk. This kind of risk is generally attributable to other economic factors including political risk and regulation. For instance, a company dealing in furniture in Britain that is competing with imported furniture will be subjected to economic risk in case of an enhancement of the pound’s value. 
 This is also known as accounting exposure and it impacts multinationals that have a stake in the specific countries of operation (Kobrin, 2022). The books are translated from one currency to the native currency and as such they are translated risk books. Fluctuations between the reporting currency and the currency of the balance sheet items impact the overall balance sheet significantly. Suppose that a parent has developed a cash flow strategy under the fact that the JPY has been devaluing against the dollar (Meyer and Nguyen, 2020). This could be the case where the parent firm has a subsidiary from Japan and the value of the subsidiaries’ assets is indicated in JPY. 
[bookmark: _2et92p0]Strategies Used by Multinational Companies in Managing Exchange Risk
Many large companies use various approaches to manage or at least lessen the impact of such threats and preserve their investment. All in all, it is possible to identify three main categorization approaches to these strategies. 
[bookmark: _tyjcwt]Hedging strategies 
Thus, forward contracts are used by the international corporations not as a line of action, but as an insurance policy. The swap of a fixed amount of one currency for another at a stated time in the future and at an agreed rate is called a forward contract (Moosavi, Fathollahi-Fard and Dulebenets, 2022). To sum up, the exchange rates can be fixed for an anticipated business transaction. With this degree of absolute certainty this proposition appears to be the best strategic fit for the current needs of the organisation. Options contracts give corporations the right without the accompanying obligation, to sell money at a stipulated price at a specific time in the future. It allows the organizations to maximize on the strength, weakness, opportunity, and threat on the change in the foreign exchange rate while at the same time managing the risks that comes along with it. As for currency trade, it involves swapping of one currency for another usually on principal and sometimes on interest (Munir et al., 2020). These risks include transaction and interest rate risk and with the help of the specialists, they can be managed. 
[bookmark: _3dy6vkm]Operational strategies. 
Optimization of a company’s operation in terms of jurisdictions and currencies could be seen as the inherent hedge. Acts that are distributed among multiple currencies apply for expenses. The mathematical sum of the changes and the variations or specific adjustments of currencies may be quite modest. The bars consumed almost anything that strayed from the exit strategy, including the foreign currency (Sharma et al., 2020). Because leading payments before the due date or delaying payments until the last possible moment allows one to take advantage of differentiations in exchange rates. 
[bookmark: _1t3h5sf]Economic strategies 
Organizations can create an intrinsic hedge of their exposure by planning, budgeting, and implementing their revenues and expenses in the most appropriate currencies. For instance, let assume that a business undertakes its operations in a currency that is the same as the currency of its revenues and expenses; then, changes in the exchange rate will not be relevant to its profitability level. Contract or price revisions in relation to inflation risk is one of the suitable ways of managing the economic risk (Sun et al., 2021). Avoiding real return depletion when pricing contracts entails was one of the ways of predicting inflation rates when determining the costs. These are flawless strategies. The exposure to the foreign exchange risk can be expensive and not all hedge options are open. Business advancement and the market economy decide the success of such approaches. To be able to come up with and apply such methods, thus, much research and repeated assessment are required (Sun et al., 2021). 
[bookmark: _4d34og8]Critical analysis of the strategies 
[bookmark: _26in1rg]Multinational corporations should also assess the benefits, drawbacks, and complexity of the strategies they’ll select to counter their risk exposure in foreign exchange. Critical analysis allows such approaches to be assessed concerning various contexts and market environments of organizations. This paper seeks to explain why hedging strategies are used in the foreign exchange market when it comes to volatility. The goal of transaction risk stability and its reduction is maintained by investing in forward contracts and options. By establishing exchange rate regulation, these instruments retained profit margins’ objectives. Of course, these systems ensure security but at the cost of finances (Sun et al., 2021). Derivative contracts can easily build up costs for a small business especially as they are linked to revenues and net profits of the company. This is a disadvantage because when firms employ means that guard against such changes in currency rates it may hinder it from benefiting from an upward movement in the rates. The primary concern is to strike the finest balance possible between the operation’s overall aim of generating the highest possible returns and yet, at the same time, avoiding the hazards involved in resting all one’s laurels on the goal’s achievement as well (Sharma et al., 2020). Most organisations have resulted to the use of operational strategies for the control of foreign exchange risk because of their cost effectiveness. Diversification. Currencies should be spread across recepts and expenditure to minimize the transaction risk. However, leading and extending payments to ensure that amounts to be paid are low through timing of transactions may not be so easy for large MNCs. Operations in many countries (Sharma et al., 2020). 
 Economic modes of controlling foreign exchange risk include natural hedging and inflation indexing and they are long-term oriented and applied for individual business. Due to the flexible nature of SMM, it offers a high level of flexibility and ability to adapt to the needs of each business that is undertaking the activity. However, having those economic security measures in place will not immunize the rates of currency against temporary oscillations. Transaction risk can affect a corporation’s short-term or present financial profitability. Other circumstances not in the control of the firm relate to market aspects; for instance, inflation differentials may affect effective economic strategies, thus lacking ongoing dependable economic hedging. It is clear that economic methods are valuable, nevertheless they should be effective only in connection with the whole range of measures concerning risk management within a definite period of time and in the further outlook (Sun et al., 2021).
[bookmark: _2s8eyo1]Research Findings and Product Examples
A clearer understanding of the situation can be obtained, such as demonstrating empirical facts about how these multinationals use strategies for hedging foreign exchange risks and a few real-life examples. These examples of the practical utilizations of the methods in the business environment bring clarity of the benefits and drawbacks of the strategies. 
 Nike the world’s biggest athletic shoe and apparel company is especially notorious for managing currency risk brilliantly. To mitigate transaction risk, it uses different methods of hedging the nature of the monetary transactions entails that the following risks are prevalent in the business environment. Regarding the Japanese yen, Nike had used to employ hedging utilizing future contracts (Sharma et al., 2020). 
 Some of the wise measures adopted by the German carmaker Volkswagen are given below regarding the management of translation risk. For the purpose of reducing the amount of variation in acquisition of exchange rates to financial statements, they employ financial instruments. In this way, the investors and the stakeholders are provided with clear and accurate financial statements. Porsche Chassis is another German company that opted for hybrid business structure since the variance of business activities turned out to be successful (Sharma et al., 2020). They have a network for the production and selling of their products all over the world and this reduces the effect of change in currencies. This way they do not feel the impact of change in the foreign currency which in some way maintains stability for them. 







[bookmark: _17dp8vu]Conclusion
Thus, the research carefully reviewed how the major global organizations manage foreign exchange risk within their global financial management. Seeing how it actually is through economics plans, through daily operations, and through hedging, we get to realize that each strategy applies its strength and also its weakness. Since the world markets are dynamic it would be important to put in place a strategy that can work for both the short run and the long run. Managing the foreign exchange risks therefore requires the use of the following strategies in combinations that are appropriate for each of the firms. Thus, having the effective risk management plan, big firms could have increased competitive advantage, protected their financial position, and achieved high level of performance in the increasingly unpredictable world markets. It assists them in arriving at good decisions in the sphere of international finances, which is quite important in the modern world. This article will useful for those persons who have any interest in this issue.
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