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Introduction
Foreign exchange risk management requires standards and strategies to mitigate currency pairing impacts. A successful risk management plan and currency fluctuation control are needed before transactions. Foreign exchange platforms can help with this operation, which requires comprehensive knowledge of foreign exchange trading. Trading risk cannot be reduced without a strategy. The commerce and personal tastes and demands may affect risk management strategies. Effective Foreign Exchange risk management demands a well-organized plan. Due to China's rapid economic growth, the foreign exchange market is immature, making foreign exchange risk management difficult for international firms. Exchange rates may affect a company's long-term growth and cash flow. Multinational firms increase exchange rate volatility and global economic weakness (Madura et al., 2018). This may damage multinational firms since big short-term currency rate changes could hurt their profits and cause large losses. Since foreign exchange risk can be avoided with effective management, international firms worry about it. This case study examines multinational organization’s foreign exchange risk management platforms and proposes ways to improve awareness and build a strong framework. 










Why is Foreign Exchange Risk Management Important
Companies with global operations or plans must ensure they effectively manage foreign exchange (FX) risk. The values of currencies fluctuate in relation to one another all the time, but this is especially true for major currencies right now. There is a lot of unpredictability for companies due to the periodicity of these changes. The value of cash flowing in and going out might fluctuate often, which can lead to income volatility. Businesses are implementing strategies to reduce their exposure to foreign exchange risk because of their increased awareness of the risks associated with currency (Oxelheim et al., 2020). Futures, options, and aggregation are factors that certain businesses consider. For transactions that will occur outside of the organization's functional currency but are not reported on the financial statements, foreign exchange swings have the potential to increase the functional-currency value of anticipated expenditures and decrease the functional-currency value of predicted foreign-currency profits. When one nation invests in another, foreign exchange is also crucial. For example, the US must use rupees as payment for its investments in India. Foreign exchange is in demand because of these exchanges (Kihara and Muturi, 2016).


Risk associated with foreign exchange.
The preponderance of "transaction risk," which arises from volatility in exchange rates preceding resolution, pertains to the peril that an organization assumes when engaging in international financial transactions. Forward contracts and options can assist in mitigating this risk (Ito et al., 2016). For instance, a Canadian company with operations in China might be required to pay CAD100 (CNY600/6) instead of CAD86 (CNY600/7) if the exchange rate lowers to 1 CAD for 6 CNY prior to the settlement date.
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Economic risk, which is also known as forecast risk, pertains to the potential impact on the market value of a company caused by an unavoidable vulnerability to fluctuations in exchange rates. In many cases, this risk is exacerbated by macroeconomic factors, including geopolitical instability and government restrictions. For instance, a Canadian furniture manufacturer may be exposed to a financial risk if furniture imports result in an unanticipated appreciation of the Canadian dollar.
Translation risk is the potential danger encountered by a domestic corporation that operates in a foreign authority using its home currency to disclose its financial performance. This danger is also known as translation exposure. The risk associated with a business maintaining a greater proportion of its liabilities, equities, or assets denominated in foreign currencies escalates (Bernoth and Herwartz, 2021).

The risk management strategies for Foreign Exchange
Use Stop Loss Orders a stop-loss order is an order placed with a broker to buy or sell a specific stock once the stock reaches a certain price. If a transaction does not go according to plan, a stop-loss order can protect one from incurring a severe economic loss. Both long and short positions can benefit from stop-loss orders, and the configuration of these orders can be altered to accommodate your trading style. 
Use Trailing Stop Loss Orders, a Trailing Stop Loss is an automated trading order aimed at protecting gains and limiting losses. It sets a stop order at a specific percentage or dollar amount away from a security's market price. When engaging in short-term trading, it is imperative that a trailing stop-loss order be always employed. When the position will only be held for a short amount of time, stop-loss orders that trail are a great approach for optimizing trade gains. (Apergis and Arikis, 2016).
Make Sure You Are Properly Capitalized, engaging in foreign exchange trading is fraught with a large amount of risk. If you do not possess sufficient finances, however, you will not be able to reap the benefits of this investment. You need to be sure that your capitalization is accurate before you start the trading process. The acquisition of the essential money will be made easier for you because of this, which will allow you to effectively apply these methods.
Identify Your Trades Quickly, it is essential to identify transactions as early as possible to maximize investment returns and reduce risk. The likelihood that you will be able to make the required preparations to reduce the amount of money you lose is increased when you have the capacity to swiftly identify your transactions.
Be Prepared to Lose Money, when one becomes involved in foreign exchange trading, there is always the possibility of incurring a monetary loss, regardless of how diligent one is. You should always choose the maximum amount of money that you are willing to lose before you begin trading. This should be done before you even begin trading (Oxelheim et al., 2020).
Use Stop and Limit Orders, although stop and limit orders are not technically considered to be risk management techniques, this does not mean that they cannot be used as risk management strategies under certain circumstances. Making use of this kind of order gives you the ability to efficiently manage both your transactions and your level of risk. By implementing this method, you will be able to maximize the benefits that your transactions provide.
Use Margin for Long Positions, for positions that are expected to last for an extended period, a risk management approach is essential. Without fail, most forex trading platforms always offer margin to their customers. This is an excellent way of limiting your losses, especially when you take into consideration the trust you have in your purchase. This allows for the return on your investment to be maximized to its full potential.
Combine Different Strategies, if you want to maximize the likelihood of your transactions being successful, you should incorporate all your methods (Tiwary, 2019). It is essential to put into action strategies that are tailored to meet the requirements that are unique to your organization.
Use A System That Works for You, the development of a personal system that is capable of meeting one's criteria is an essential component in the process of formulating an efficient risk management plan. Prior to beginning the process of developing one's own plan, it is necessary to obtain the necessary knowledge and combine it with the proper equipment.


Establishing Foreign Exchange Risk Management Systems
The establishment of systems for the management of the risk associated with foreign exchange Examining whether an organization can significantly improve the effectiveness of foreign currency risk management using a certain platform is one way to establish whether the platform is effective in managing foreign exchange risk. Furthermore, the platform must not be unduly simple to use or install to prevent the attainment of the management outcomes that are wanted, and the efficient management of the risk associated with foreign exchange (Jin et al., 2021).


[bookmark: _Toc154699560]Conclusion
To limit losses and maximize gains, it is essential to understand the risks associated with Forex (FX). A complete grasp of these risks is essential prior to implementing a trading plan. Forex trading carries inherent risk, even with careful planning and study. Notwithstanding any losses, traders can limit these risks and maximize their investments and trades by understanding them (Eun et al., 2021). To maximize the return on your investment, it is essential to comprehend the inherent risk associated with each trading technique.
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