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[bookmark: _xwpuovakj61j]Introduction 
The purpose of the assignment will be to define the estimation of the IFM theories. The main purpose of the assignment will be to analyze IFM theories. The assignment will analyze the foreign exchange-based risk. The assignment will hold the part of the analysis in which the foreign exchange risk will be analyzed and the need to adopt different strategies for the multination business will be defined. The assignment will hold researchers based on the literature and findings. The assignment will give an explanation based on international financial management. The assignment will also define the theories related to that. The strategies based on foreign exchange for risk management will be discussed in the assignment.  
[bookmark: _satqfzvs9qxq]Main body 
[bookmark: _4matcbzeiga1]International Financial Management (IFM theories)
The term is the management concept that provides information related to the profession and knowledge skills for the process of the development of different firms. Such as financial institutes, other business international operations, and banking analysis. It also includes different information related to the management process of the financial process (Shapiro and Hanouna, 2019).   
[bookmark: _bbq0u2mll61i]Different IFM theories 
As per the analysis, different IFM theories help in defining the information of the different financial matters. The theory has been defined below.
Mundell-fleming Theory: 
As per the analysis, this theory has been used for defining the international finances of the business. This analysis of the efforts of the different policies on the economy of the country. The policies which are been analyzed by this model are the trade, fiscal, and monetary policies. This also examines the exchange rate system of the country which has been under consideration (Economy, 2023). 
Purchasing power parity: 
As per the analysis, this theory defines the conversation rate of the currency which helps in equalizing the power of purchases based on the variant currency. This also elements the difference in the level of pricing which is in between the different countries (Nagayasu, 2021). This theory is based on the survey which is done globy on the presence of the provinces. The theory is important for the comparison of the living standard and the growth level. This is the core that defines the determination of the exchange rate system of the country (OECD, 2023). 
Optimum currency area: 
As per the analysis, this theory has also been measured in the context of the IFM. this defines the area concept which is not bounded by the context of the national borders (Melvin and Norrbin, 2017). The specific areas which are not been bounded based on the nation can provide the benefits of the common currency. Though theory defines the septic areas which are been termed as the geographical area. This also helps in maximizing the economic benefits for the country (Cepr, 2023).  
[bookmark: _i31ww9ozg9l7]Foreign exchange risk 
Economic risk: 
The term economic risk refers to the risks which are been analyzed based on the forecast risk. This risk defines the market value of the company in which the unavoidability of the exchanges for the fluctuations is been indicated. This type of risk has been formed by the condition of the macroeconomics which is government regulation and the instability on the geopolitical forms. The risks which are been based on the unavoidability for the exposers are terms to define this type of risk for the company (Corporate Finance Institute, 2023).  This type of risk is monitored with the help of the Mundell Fleming theory which helps in providing the right strategy for the government.   
Translation risk: 
The risk based on the translation exposure is being defined by this risk analysis. The risks which are been faced by the company are in the form of a domestically headquartered company based in a foreign jurisdiction. In this, the domestic current of the company is been denoted by its financial performance. The translation risk is been higher when the company has big equities, assets, and liability portions. The company has the risk on the financial performance and their efficiency level more in their of exchange (Treasurers, 2023). This risk has been monitored by the OCA theory which helps the company provide the right measurements. 
Transaction risk: 
The term risk is based on the time of the translation which is been made by the company in their monitory forms. The risks are been formed at the time of translation between the jurisdiction and the company. The risks are in the form of the exchange rate which has been measured at the time of exchange rate which has been done before the translation settlement of the company. The main risk is been explained at the time of delay in the exchange rates as well as the settlement process of the translation risk for the company. The risks are been monitored by the theory PPP which gives the company the right form of measuring the risk based on the transaction. 
[bookmark: _rbjjolhmfzwz]Different strategies for foreign exchange risks. 
Fx risk identification: 
Foreign exchange risk is based on the translation risk. This strategy can be used by the company to identify the management of the policies which are been ensured for the company. The financial objectives are been monitored with the help of this strategy which will help the company monitor the translation risks. At the time of exchange for the company, the risk based on the financial translation of the company can be evaluated more effectively. This strategy will be used by the company to evaluate its translation risks. This is the best strategy though it also evaluates the liquidity risks of the company. This strategy evaluates the future risk for the company based on whether the company gets effective measures. This strategy will first expose where the company can get the risk of foreign exchange (Fexco, 2023). In this, the OCA theory will be used which will help in the process more effectively though it will help in the analysis of the rights of the company.  The theory will provide the best outcomes for the company in the exchange of their currency. It also provides the right area for the process which helps in determining the risk (Chari et al., 2020). For example, Tesco the UK company ben exposed to risk which was based on their foreign exchange risk which was based on their inter-company loan. The non-GBP loan was also a foreign exchange risk for the company. From that, it can be said that the company can apply this strategy to handling its risk (Tesco Plc, 2023). 
Forward contract: 
The strategy which is the forward contract is the term strategy that can be used by the company for the analysis of the transition risk in the company. As per the analysis, this is the effective strategy that should be implemented by the company to save their business from foreign exchange risk. However, these are customizable contracts in a derivative way in which the two companies can easily sell and buy at a lower price. With the help of this strategy, there will be a defined contract that will help the company have a fair value for their exchange (Corporate Finance Institute, 2023b). The PPP theory will be most effective in this which will help in the analysis of the currency for the effective forms. This theory will benefit the company in its exchange valuation. As per the analysis, this is an effective form of the strategy that can be used by the company to save itself from translation risk. The strategy will get help from the theories which help in an effective form. The company will get to be more effective and get future analysis with the help of the theory and strategy (Vo and Vo, 2023). For example, the exchange rates have impacted the company Sainsbury’s in which it has been noted that the value of their revue where lil a bit of a decrease at that time though the retail business has to suffer. However, with the help of the strategy, the company can save itself from foreign exchange risk (Sainsbury's, 2023).   
Currency hedging: 
The theory based on currency hedging helps in the analysis of the different currency analyses for the company. It provides the right information to the company in terms of their exchange which helps in giving the right measures to the company. The strategies based on hedging are the form of way that helps the company eliminate and minimize the risk based on the foreign exchanges for the company (RBC, 2023). These strategies will benefit the company in different forms. For this strategy, the Mundell-Fleming theory will be beneficial. The future policies are analyzed in these policies which will help the company in being updated related to the government intervention for their policies (Enajero, 2021). For example, from the analysis the Diageo company exchange management is poorer for this it can be said that the company will get more benefits in the form of having a more effective way for meaning there for exchange risk. The strategy will help the company for dealing with it (Diageo, 2023).  
[bookmark: _frhovxhsl5wh]Conclusion
The assignment concludes the effective form of the analysis which was been based on the IFM. The assignment holds the explanation based on the IFM. The assignment defines the different theories that analyze the effective IFM. The assignment also holds the foreign exchange risk which was been analyzed nad ben defined. The assignment holds the different strategies for measuring foreign exchange risk.  
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