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[bookmark: _Toc164844333]Introduction
Exchange rate risks are the currency related risks that arise from some unanticipated changes or shifts in the exchange rate of two currencies. The risks of exchange rate are faced by export and import businesses, investors and mainly by the multinational enterprises because they are highly involved in foreign transactions (Kim et al, 2020). This research will be based on the evaluation of managing the risks related to exchange rates that are faced by multinational enterprises or MNEs. The literature review section of this research proposal will describe the kinds of risks and their impact on MNEs and the risk mitigation strategies to improve their performance. A research methodology, limitations and ethical considerations will also be involved to properly conduct the research.
[bookmark: _Toc164844334]Main Body
[bookmark: _Toc164844335]Aims and Objectives
Aim: To evaluate the management of exchange rates risks faced by Multinational Enterprises
Objectives:
· To analyse the risks faced by MNEs in managing the exchange rates.
· To examine the impact of risks of exchange rates on the performance of MNEs.
· To create effective risk management strategies for MNEs to manage their exchange rates risks.
[bookmark: _Toc164844336]Research Questions
· What are the risks faced by MNEs in managing the exchange rates?
· Examine the impact of risks of exchange rates on the performance of MNEs.
· What are the effective risk management strategies for MNEs to manage their exchange rates risks?
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Literature Review
Theme 1: Risks of Exchange Rates for MNEs
The exchange rate risks are the risks that affect the operations as well as profitability of the multinational enterprises because of the changes taking place in the exchange rates of currencies. As per the opinions of Rastogi, Kanoujiya and Doifode, (2024), The three main kinds of risks that companies get exposed to because of the volatility of currency are transaction exposure, operating or economic exposure and translation exposure. Transaction risk is termed as the risk that a company has faced when financial transactions are made between jurisdictions. The major risk involved in this transaction risk is that before the settlement of transactions of the multinational enterprises the exchange rate changes. The delay of time between settlement and transaction is the source of this risk. For instance, a UK company has operations in India as well and before paying the transaction amount if the exchange rate of India gets changed then extra payment has to be done by the UK company. Economic risk is termed as the forecast risk in which the market value of a company is impacted because of unavoidable exposure to the variations of exchange rate. This risk is generally created by instability and the regulations of the government. For instance, a Canada based furniture company locally selling the products can face economic risk from the furniture importers if the currency of Canada gets increased. According to Genevieve Gyasi, Joseph Magnus Frimpong, and Kwame Mireku, (2024), translation risk is a risk that is faced by the company when it is headquartered in a location and conducts business in certain countries and the financial performance of the company is analysed through its domestic currency so if some countries have more value of the exchange rate than the value is of no use.
Theme 2: Impact of Exchange Rates Risks on MNEs Performance
The risks of exchange rate highly influence the performance of multinational enterprises. The transaction exposure is a risk in which the changes in the exchange rates affects the worth of the transactions companies have made. According to Vo and Nguyen, (2024), this risk basically influences the profitability of a company which is established in a country where the currency has worth and the change in the currency of a country where it performs business gets lower than it impacts the profitability. The translation exposure also affects the multinational enterprises which have subsidiaries and operate in various countries as changes in the value of foreign subsidies can affect the overall profitability of the company. The movements in the exchange rate affects the competitive advantage of the multinational companies in global markets. If the products of a company become expensive in the international markets because of enhanced value of currency then its market share to the competitors gets lost because the products are actually cheaper. Therefore, exchange rate highly influences the overall financial performance of MNEs. As stated by Novak et al. (2024), the strategic planning of the companies is also becoming tough because of exchange rate and their related risks. As the exchange rate and their changes are quite uncertain in the future, it creates difficulty for the MNEs to predict revenues, profits and costs that also affects their decisions of investment and processes of allocating resources. Therefore, the risks of exchange rate are highly crucial for MNEs to be considered because of its impacts on their performance. It has become quite important for these companies to manage all the related risks in an effective manner to maintain profitability in their operations.
Theme 3: Effective Risk Management Strategies for MNEs
Multinational enterprises highly face the risks of exchange rate because they operate in various international locations and have to deal in different kinds of currencies. There are various strategies which effectively manage the exchange rate risks for the MNEs. As per the opinions of Yousaf, Youssef and Gubareva, (2024), Hedging is a strategy that includes matching expenses and revenues in the similar currency. For instance, a MNE sells the products in euros and their expenses are also generated in euros then the fluctuations of exchange rate are naturally hedged against the euro dollar. This decreases the requirement for hedging instruments and is easily achieved by local sourcing, local currency pricing and aligning sales and production locations. Financial hedging is another strategy that should be used by MNEs to protect themselves from the risks of exchange rate. This strategy basically uses some financial instruments such as futures contracts, forward contracts, currency swaps and options. All these kinds of hedging instruments are essential to minimise the risks of changing exchange rate and provides flexibility to the company for changing their currencies and limits the risk. Lagging and leading includes timing receipts and payments that are created strategically to take benefits of the movements in the exchange rate. For example, an MNE has expected that the currency is going to increase then it can delay the payments of that currency to gain a favourable rate of exchange later. According to Ali, Ahmad and Faizan, (2024), currency diversification strategy includes the maintenance of a diversified portfolio of the currency to minimise its impact on the movements of any single currency. This is achieved by holding liabilities and assets in various currencies and using a group of transactions. MNEs should regularly adjust and monitor the strategies to stay effective for managing the risks of exchange rate.
[bookmark: _Toc164844338]Methodology
Research Strategy: Research strategy is termed as the plan and different strategies used for carrying out the processes of research and accessing information in the study. The main strategy that is used within the research is selecting the type of data (Vaughan, 2019). Qualitative, quantitative and mixed methods are the three kinds of data that are widely used in the research. Qualitative data in research represents all the information without the use of numbers and by only using non- numerical data. Quantitative data shows that the only numerical data is collected in the research. Mixed methods are the methods that use both qualitative as well as qualitative data in the research. In this research the researcher will use qualitative data because it properly understands the expressions of human beings and provides accurate and reliable data.
Research Approach: Research approaches are the procedures that are used by the researchers to conduct the research study. Deductive, inductive and abductive are the three kinds of research approaches widely used. Deductive research approach begins with a theory and then tests the entire observations and the collected data. Inductive research approaches develop theories on the basis of the specific data and observations (Wang, 2022). Abductive approach provides the explanations for the observations by using both deductive and inductive approaches. This research will use an inductive approach because it allows more flexibility to the researchers and also understands the context closely and provides reliable outcomes of the study.
Research Philosophy: Research philosophy is a kind of belief regarding the way that must be used for collecting and analysing the data in the research. Case study, descriptive and exploratory are the research philosophies which a researcher uses to conduct the research study. Descriptive philosophy explains the existing phenomena by describing the features of the studied population and phenomenon. Exploratory philosophy is the approach of methodology which investigates research questions deeply and is generally qualitative in nature (Flick, 2020). Case study approach provides a detailed description about the research topic and generates insights from the study. Researchers will use exploratory research for this study because it is a base of a study and permits them to understand all the topics with proper deep insights. It generates accurate results and is generally of low cost.
Data Collection: Data collection is the method through which the researcher collects data for conducting the research study. Primary and secondary are the data collection methods that are used for gathering data in research. Primary method of data collection provides complete ownership to the researchers because it is generated from direct sources. Secondary data collection method is already available on various published sources and then collected by the researchers to use in the research study (Wang, 2022). The researchers will use a secondary method of collecting data for this research. It is a cost and time efficient method and also easily available. The researchers will collect the data from published sources on online websites, libraries, journals, articles and books.
Data Analysis: Data analysis is the process through which the collected data is properly examined. In this research, qualitative data will be used and that is why thematic analysis method will be used for analysing the data because it is an appropriate and accurate approach (Vaughan, 2019). The researchers will closely examine the data for identifying some common themes on the basis of the patterns, ideas and topics of the research study. Thematic analysis is highly used to identify trains in the qualitative data and it offers different advantages. It helps the researchers to explore and discover some new perspectives and common topics in the research study. It basically provides an approach that is highly structured that provides easier ways to the researchers to conduct analysis of the data.
[bookmark: _Toc164844339]Limitations
This research will be conducted by using secondary data and that is why the researchers will have limited control on the quality of the data because someone else has gathered the data. The biases risk is also high in the secondary data collection method because of the methodology, purpose and perspective of the source (Mackenzie et al., 2012). This can impact the results and conclusions of this research study. The thematic analysis includes interpreting the data that is subjective and this leads to different interpretations from different researchers of the same data creating a biases in the process of analysing. These limitations can impact the reliability and validity of the research findings.
[bookmark: _Toc164844340]Ethical Considerations
The researchers will conduct this research by following all the ethical considerations. The data sources that are going to be used are properly anonymized and the protected identities of individuals are also protected. The sources and the methodologies of the secondary data have also been verified before collecting the data to prevent misrepresentation (Fleming and Zegwaard, 2018). This research will also not present any kind of harm to communities and individuals that are shown within the information. The current sources and data respect the values and rights of the owners who have actually obtained the data. The ethical review will also be taken by getting approval from the institutional review boards and ethics committees.
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[bookmark: _Toc164844342]Conclusion
In conclusion, this research proposal has described the need of evaluating exchange rates risk management for MNEs. The literature review section has described the analysis of various kinds of risks and their mitigation strategies to improve the performance of MNEs. Through research methodology the research strategies have been analysed to ensure the successful completion of the study. The limitations and ethical considerations related to the study have also been described in this proposal.
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