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International financial management is mainly known as the management of finance in the international environment of business. Multinational corporations find it very important to manage their finances in the international environment because they have limited resources (Breuer et al., 2021). International financial management provides global skills and allows companies to expand their operations across the world. This report will discuss International financial management theories and evaluate the strategies that multinational corporations often adopt. 
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Managing financials is particularly important for companies because the overall growth and success of the company can be observed only through the financials. The major strategy of the company is to increase its percentage of revenue generation which can be done through expanding its business internationally (Doszhan et al., 2020). International financial management depends on the several types of theoretical frameworks to understand and manage the difficulties of operations related to the finance of companies across geographical borders. The frameworks and models are as follows: -
Mundell-Fleming model
This model pays attention to the determination of the exchange rates with the stability of the monetary policy and the payments. Multinational corporations use this model to analyse the different exchange rates of the major exchange of the countries. Multinational corporations are members of the currency markets by their benefit of international market operations (Suranovic, 2023). The model suggests that the type of risks that the companies face can be seen through the value at risk. The Mundell-Fleming model categorises the economies of the countries into the administration of different exchange rates where the monetary policy decided by the organisation is independent and the administrations where the fixed exchange rates are constrained. It categorizes economies into flexible exchange rate regimes where monetary policy is independent, and fixed exchange rate regimes where it is constrained. This model gives attention to the trade-offs tackled by policymakers: under the diverse types of exchange rates whether it is fixed exchange rates or flexible. The monetary policy of the countries also affects the working of the countries globally as they must comply with the rules and regulations of the policy determined by the government (Xu, 2020). 
International Fisher Effect
The international fisher effect model focuses on the difference between the countries' nominal interest rates. This model also suggests that in the absence of the transactional costs of the countries, the interest rates should be equalized in proportion to the exchange rates. This model helps multinational corporations effectively simplify the conditions of the real world where there are barriers to capital flows and the market is also imperfect. Multinational corporations must observe and analyse different market rates and flows which can be seen in the countries' monetary policy. International financial management should be the most key factor for companies to expand their operations. Expanding the business involves different measures that should be kept in mind related to the translation risks which is a general exchange rate risk (Moffett et al., 2021). This model also suggests that the MNCs should also focus on the other difficulties by complying with the supplementary measures like the risks of political uncertainties and liquidity constraints. The models related to international finance management are particularly important for companies to work effectively and efficiently. 
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The major key considerations that are related to the financing of international business are the optimization of capital structure, compliance with regulatory policies, etc. (Szulczyk, 2021). The financing of international business involves different methods and techniques which are discussed as under: 
Capital Structure Optimization – The business which is operating all around the world should control the mix of equity and debt financing that can balance the costs, risks, and elasticity across the different markets of the company. The ideal conditions of the markets suggest that the value of the organisation must be autonomous of its capital structure (Mazur et al., 2021). The capital structure is the most significant financial measure that the companies should focus on because the capital structure suggests the proper position of the multinational corporations. For example, multinational corporations can use equity and debt financing in countries where there is a favourable deduction of tax concerning interest and equity financing. 
Currency Risk Management – Currency risk management is also a significant feature that multinational corporations use because this technique gives them insight into the effectiveness of risk management so that they can manage their operational costs according to the different currency rates of the countries in which they operate. Currency fluctuations mostly have significant risks to international businesses which impacts their different measures such as profitability and the stability of the company financially. The distinct types of hedging techniques such as multinational corporations mostly use options of the currency, forward contracts, and swaps to mitigate the risks related to currency (Shenkar et al., 2021). For instance, multinational corporations can use the technique of forward contracts so that they can lock in the exchange rates for their future transactions to ensure predictability when the cash flows are volatile. 
Access to International Capital Markets – This technique helps multinational corporations find opportunities for the diversified funding of the sources that are required to operate globally and to lower the costs related to financing. MNCs have various options to raise their funds such as the issuance of global bonds, taking of loans from the major banks of the countries globally, offering the stocks of the company on the international stock exchanges, and the subsidies which the governments of the countries provide (Ghauri et al., 2021). The companies first analyses which option of funding is the best for them to choose as the funding process also includes different costs such as the bonds issued by the company providing them fixed-rate financing over a specified term. The companies do the analysis then they proceed with the options of funding in the market. Managing exposure in foreign exchange is the most key factor for multinational corporations. 
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The theory related to the corporate value: -
Trade-off Theory
This theory says that firms choose their structure of capital by balancing the benefits of debt against their costs. Multinational corporations have several types of functions so that they can evaluate the major sources of financing. This model helps the companies to recognize that they can have an optimal level of debt that can increase their value by using the advantages of tax rebates while managing the risks related to the financials. This theory is also based on the assumption that multinational corporations must enhance the equity and debt mix in their capital structure (Gatti, 2023). Multinational corporations must keep in mind about the various tactics of the international market so that they cannot lag the other companies in the market. The capital structure can give the marginal benefit of an interest tax shield and mitigate the risk of financial distress. 
Models related to the international cost of capital: - 
Asset pricing model 
The asset pricing model commonly known as CAPM is considered as a financial model that helps the companies to calculate the probable rate of return for an investment or asset. This model mostly focuses on the relationship between the general benefits of investing and the systematic risk involved in it (Palepu et al., 2020). This is a model in which multinational corporations need to launch a linear connection between the need for the return on investment and the risk that the investment carries with it. For example, the company Apple does its stock market analysis with the help of an asset pricing model. Multinational corporations use it to evaluate where they need to invest in a single asset or to invest in a diversified portfolio of assets and the basis of the comparison is the return on the investment. Many times, it is observed that these models do not fully capture the conditions and difficulties of the market because there are many imperfections in the real world (Zhang et al., 2021). The companies mostly adjust the models so that they can replicate uncertainties and practical constraints. 
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Figure 1: Capital Asset Pricing Model
                                                        (Source: NetSuite, 2024)
Theories for the financial structure of the companies: - 
Dynamic Financial Management
This theory gives opportunities for multinational corporations to emphasize their flexibility. Multinational corporations can adjust their capital structure over time so that they can comply with the conditions of the market. The most important function of the financial structure is the flexibility of the things of which it consists of. The regulatory environments affect the workings of the company on a higher note because the companies must comply with them (Vitolla et al., 2020). This theory suggests that there is a need for the adaptation of financial policies in the economies of countries all around the world. 
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Conclusion
Multinational corporations should use different frameworks related to the capital structure so that they could manage their exposure to foreign exchange risks effectively. MNCs should understand the international cost of capital, and corporate value so that they could effectively operate in the diverse global markets. International financial management requires frameworks so that the companies could get valuable insights into the management. 
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