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Executive Summary
The prospect of the association of financial management with the help of theories and models has been showcased in the report. The essentiality of understanding foreign financial risks within the international financial aspects has been disclosed in the report. Apart from that, the aspect of the various strategies for the management of international financial aspects has been showcased in the report.  
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[bookmark: _Toc162885692]Introduction 
The details of the various aspects of international financial business management will be highly provided in the report. The understanding of the financial management theories and frameworks of multinational businesses and corporations will be depicted in the following report. Along with that, the different strategies for the handling of the foreign financial risks exposure within the multinational business aspect will be designed in the report. The assignment will showcase the understanding of the financial exchange risks within the international business context will be delivered in the following report. Therefore, the knowledge of the financial department and its performance through analysing the different strategies will be gained in the report. 

[bookmark: _Toc162885693]Theories and Models of International Financial Management 
Various types of theories and models are relevant to financial management that is based on international areas or markets. Three three-state models, the Budget model, consolidation model and Merger model are the most significant in the management of the international financial area. These models or frameworks can be applied and evaluated for the sake of managing the area of international financial prospects. To adopt and handle the multinational corporation with the association of managing the exposure of foreign exchange risks (Fraser et al., 2021). 
The statement model is the most effective financial theory or framework that mainly consists of three prominent statements. Such as Balance sheet, income statement and cash flow. This theory depicts the study of interconnection among these three statements that can be helpful for the international-based businesses or corporations to effectively handle the exposure of the financial risks of the foreign (Brigham and Daves, 2019). 
The model called the consolidated model can be helpful for the depiction of the various businesses and their merging essence into one aspect. This is the best and most effective framework that can be useful for managing the exposure of the financial foreign risks within the international market area. Another respective model is the Budget model which also can be helpful for the foreign exchange risks. This framework is useful for getting the upcoming year's budget (Kohler and Stockhammer, 2022). 
[bookmark: _Toc162885694]Understanding of the Foreign Exchange Risks 
The aspect of foreign exchange risks refers to the risks that demonstrate the risk of the international business. The business area of internationalism can be affected and impacted by the prominence of the changes in the exchange rates of currencies. It is noteworthy that, there are mainly three types of foreign exchange risks. Such as economic risk, translation risk, and transaction risk. For the sake of better financial business performance in the business field, multinational businesses can be exposed to foreign exchange risks (Brealey et al., 2023). 



[bookmark: _Toc162885695]Different Strategies for Exposure to the Foreign Exchange Risks of the Multinational Corporation
It is worth mentioning that, various effective strategies maintain the foreign exchange risks of the multinational corporation due to the enhancement of the financial performance at the next level. Diversifying the business market can be the most effective strategy to systematically handle the prospects of foreign exchange risks. Many international companies and businesses can use new and effective strategies that can be useful for managing financial exchange risks (Saunders et al., 2021).
Investing in foreign assets has proven the consequences and benefits of diversification, and individual investors take benefits of the international assets. Unless the foreign securities have been issued in U.S. dollars, this will experience the risk of currency. The risk of currency is that it never moves against any other currency, negatively affecting the overall returns of investment. In simple words, the rate of exchange between the two currencies can move adversely and can destroy the rate of foreign investment. Hence, the investors can accept the risk of currency and can hope for the best. The three strategies that are required to mitigate the currency risk are displayed below
Diversify the Market   
The prominent strategy that can help manage the foreign exchange risks of multinational corporations is to include diversifying the business market. Along with that, the source of income can be managed through diversification in the business market area of international-based businesses. It is noteworthy that, the significance of the different and diverse locations with the demand for financial parts and currencies can include the international or multinational business performance from the perspective of the financial side. Through diversification of the business market, multinational companies can evolve the potentiality of the best outcomes of the financial aspects. This can be the most effective strategy that helps to expose foreign exchange risks (Brigham and Daves, 2019).
Monitoring the Performance  
The next significant strategy for managing exposure to continuous foreign exchange risks of multinational companies is monitoring their performance. This strategy can be most effective and meaningful for the development of the financial portions and aspects. Along with that, the prospect of tracking the cash flow and profitability regularly can be an effective strategy. To handle exposure to the financial exchange risks of international companies within the market field, monitoring the various activities can be an essential strategy. This can be helpful (Brigham and Daves, 2019). 
Optimising the Operations 
Within the various market strategies, optimising the business operation at the next level can be the most meaningful strategy that helps to manage the financial foreign risks. Thus, optimising the operation can reduce foreign financial risks at an extreme level. It is noteworthy that, implementing and optimising the business inventory, warehousing, transportation, and distribution can help to reduce unnecessary costs. Therefore, the optimisation of the business operation can be the most prominent strategy in the area of international business and the risks of financial currencies. Moreover, optimisation can help to fetch business success by enhancing financial performance at the next level (Saunders et al., 2021). 
Negotiating the Terms 
The most influential and prominent strategy that assists in fetching business success through handling foreign exchange risks is negotiating the business terms. Along with that, the negotiation of the business terms with the suppliers, intermediaries, and consumers can be useful for reducing and managing the exposures of foreign financial aspects. Choosing the payment method, settlement, and invoicing currency through the negotiation terms can be a helpful strategy within international business areas (Eiteman et al., 2021). 
Hedging the risk of currency with Exchange funds
There are many ETFs that aim for long-term providence and short-sell exposure to many currencies, ETFs are the amount that holds a bunch of securities or investments that loss or gain in the underlying exchange of the currency rate. The advantages of ETF Hedge would effectively cancel out the risk of currency that is associated with initial assets. The investors must make sure about the purchase options of an appropriate amount (Daniels et al., 2019).
Forward Contracts
The currency forward is another option for mitigating the risk of currency. A forward contract is a deal or agreement that explains the situation between two parties about the purchase or sale of the currency at a preset exchange rate and a predetermined date in the future. The concept of forwards can be accustomed to the dates and the amounts as long as the date of settlement is a working business in both countries. Forward contacts can be used for hedging purposes and enable the capacity of an investor to lock in a special rate of currency exchange. The advantages of using the forward contacts include a rate lock, it saves the investors from adverse moves in an exchange rate (Daniels et al., 2019).
Options of Currencies
The currency options provide the rights of the investors about the obligations for the purchase and sale of the currency at a specific rate or before a specific date. The costs that form the flexibility of an upfront fee are known as premiums (Prud'homme and von Zedtwitz, 2019).

Analysis and evaluation
Hedging strategies can help protect foreign investment from the risk of currency as the funds are transformed back into the investor’s own currency required. Currency ETFs can be used to mitigate the exposure of the performance of the rate of currency exchange. The forward contract gives the loc to the rate as the international funds that can be transformed back into the home currency when required. Options contracts offer more flexibility as compared to the upfront fee or a premium (Shapiro and Hanouna, 2019).



[bookmark: _Toc162885696]Conclusion 
An understanding of the financial management of the multinational business context has been provided in the report. The evaluation of the different and effective models that are relevant to international financial management has been delivered in the report. In addition, the prospect of financial exchange risk for the development of financial performance has been depicted in the report. The knowledge and understanding of the different strategies for managing and handling foreign exchange risks within the business area of multinational corporations have been designed prominently. Therefore, the report is significant for the development of the skills and knowledge of the financial exchange risks and financial performances of multinational businesses. 
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