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Executive Summary
The report has discussed all the various types of international financial management (IFM). the various types of strategies that multinational companies use to adopt in managing their exposure to the roaring exchange risk. Further, the report has demonstrated the actual meaning of foreign exchange risk to multinational companies. 
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The report aims to provide detailed information about international financial management (IFM) theories. Various evaluations and explanations of the different strategies and theories will be placed in the report. Various evidence of the findings and the research will be placed in the report. The foreign exchange risk and the ways to overcome those risks will be discussed in the report. Additionally, the various strategies that multinational companies use to their exposure to foreign exchange risk will be also discussed in this report. 

[bookmark: _k13v4dv0760h][bookmark: _Toc161660611]International Financial Management (IFM) theories
There are various types of factors in the international financial business that favour international trade. Some of the names of the theories are-
a. Theory of comparative advantages. This is the theory of advantages of economic ability to produce a special service or good at a very lower opportunity price than the other trading partners. This theory of comparative advantages introduces various opportunities as a main factor for further analysis in choosing the various options for the production of a company. The comparative advantage mainly refers to the thing that continues to engage with countries and their trades with the other. Exporting the services or goods that the companies have a relative advantage in. There are various types of downsides to focusing only on a country's advantages in comparison, this can further exploit the country's natural resources and labour. 
b. The absolute advantages of this theory mainly to the uncongested superiority of a country to further produce a particular better product. The comparative advantages theory can be considered as one of the most significant concepts in economic theory and a very well fundamental tenet of the argument that all factors from all timelines. This can be multiple benefits from cooperation and also from voluntary trade (Mosteanu, et al, 2020). 
c. Theory of absolute advantages. This theory was developed first time by Adam Smith, in his book "The Wealth of Nations". He does this to show countries all over the world to gain from trade through specialisation in exporting and producing goods and services. Countries with absolute theory advantages enable the ability of them to decide the specialisation in selling and producing products and further use that to generate funds to purchase advanced goods from other countries. This is the theory that comes in need at the time of producers who can provide services or goods in more opportunities and quantity for the same cost or in the same quality at a very low price than the rivals. This is an absolute advantage that can be the main and the basis for the largest gains from the trade among the producers of the various types of different goods with the various absolute advantages (Klapper and Lusardi, 2020). 
d. Factor proportion theory. The other name of this theory is the Heckscher-Ohlin theory. This theory states that countries will produce products and export those new products that need various factors and resources and those are in huge supply. This is the reason for cheaper production factors. This theory helps in assuming free and open markets that lead countries and producers to determine the goods they could produce more efficiently for the future of the country based on the climate, demand and lands. This trade theory is very simple to understand and states various other theories to explain international trade. 
e. People and the various entities that trade within the different countries believe that they believe from the exchanges. They also may need for the services or goods meanwhile this is a great deal of the policies, business strategy and theories. This all constitutes international trade.     
f. New trade theory- high fixed cost increases output to achieve the economics of the exports and scales. The other name of this theory is NTT. This refers to all the modern economic theories that help in explaining international trade based on the scale of economics, first mover and network effects advantages. This helps in deciphering the main reason behind the intensive trade and the globalisation trading within similar economies. Further, this theory also paves the way for the administration's role in the industrialisation of a country. The main advantages of it lie within the globalisation of trade and the disadvantages of it lie in the development of the monopolistic tendencies of all the huge corporations (Ba, 2021). 
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The foreign exchange risk is the thing at the time of value of the different currencies companies are exchanging the various fluctuations and hence this may result in a financial impact. If a company purchases any product from any foreign country and the payment happens often minute after minute, the exchange rate of all the possible products does not change much. Most of the time the rate of fluctuation over very few minutes is minimal to nothing. So, this says that the rate of the company's expectation to pay is the things they end up paying (Melnyk, et al, 2020). There are three types of foreign exchange risk:-
a. Economic risk- this may also be stated as the operating exposure. This is the kind of risk of a company's value being affected by the various changes in the rates of the currency. This is the most complex type of foreign exchange risk to companies. 
b. Transaction risk- this is the type of risk that is the most common and simple. This occurs at the time the actual transaction takes place. This type of risk comes from the possibility that the rates are continuously changing so that the original value of the currency may be different from the time of transaction started (Fiet, 2022).
c. Translation risk- this risk can be also stated as the accounting exposure and the impacts of the multinational companies that have been operating and holding in other different countries. This risk happens at the time of due to the translation of the books into the home and the original currency from another currency. This risk occurs at the time of financial reporting of foreign operations (Smith and Merritt, 2020).  


[bookmark: _ig2ozwuusbah][bookmark: _Toc161660613]The various strategies that multinational corporations often adopt in managing their exposure to foreign exchange risks
As per experts, there is no way to avoid the foreign exchange currency risk in multinational business. Meanwhile, there are various strategies that multinational companies can use to reduce the risk so that they can protect their profits and the bottom lines. These strategies can be considered and known as hedging. This can help multinational companies reduce their overall exposure to exchange rate fluctuation and can also enable companies to manage their risks. These strategies must be used alone or in combination with the other companies and this can also be tailored to make fit in the business (Hubbard, 2020). Some of the examples of the strategies of hedging are-
Market orders- These are the strategies that can be chosen by multinational companies. The market offers various continuous, automatic and around-the-time-of-market coverage to further execute and run their overall transactions for the time of hits of markets. This technique has many benefits for multinational companies it is free to place to-market orders and has no cost, it is easily modified and can be cancelled and it also has very fast processing options (Hubbard, 2020). 
Currency forwards- this is the strategy that lets multinational companies pay for the future. Companies used these techniques to sell and buy currency to pay later. Some of the benefits of this technique are that it is very secure to today's exchange rates and can be delivered in the future, it frees up cash flow and has various protection against risk and also it is very easy and effective in budgeting and planning (Chance and Brooks, 2021).  
Multi-Currency accounts- this strategy helps in enabling multinational companies to hold their multiple or various currencies in a single account. Through these techniques, multinational companies hold their foreign currencies with zero fees. This process is very applicable at the time of receiving the foreign exchanges. The monex of the USA lets multinational companies hold over 30 various countries for the use of the future (Chance and Brooks, 2021). 
Spot Transaction- this is the strategy that lets multinational companies in quick purchases and also the quick spending of over 130 different countries at an ongoing rate. This technique is used by various multinational companies to find solutions for quick cross-border transfers. Companies spot transactions in very secure and stress-free ways to further spend and receive money across borders quickly. Multinational companies use this strategy to make their quick budgeting plan. This strategy has various advantages like receiving money transfers can be a very painstaking and costly process with the collaboration of the banks. Monex puts the control in their hands. This technique helps companies accept more than 30 foreign currencies without any hassle, there is no need for an international bank account and further, this technique provides companies with a more transparent and clear process of currency transfer (Perera, et al, 2020).  
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The report has aimed to provide detailed information about the international financial management (IFM) theories. The various demonstrations of the knowledge and understanding based on the foreign exchange risk have been demonstrated in the report. Different types of theories and their evaluation of the ease multinational companies use to manage their foreign exchange risk have been discussed in the report. Furthermore, the report has discussed the various risks and the strategies multinational companies use to adopt those risks have been displayed in the report. 
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