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[bookmark: _Toc149149176]Introduction
In the contemporary world of business economy plays the major role in shaping the future of the various organizations effectively and efficiently. Therefore the multinational companies enter to get the grip of the challenges and problems that are emerging while performing the management of the foreign exchange rates effectively and efficiently. This report will highlight the plans which are developed and followed by the multinational companies to counter the challenges as well as this will concentrate  on the calculation of the  theoretical frameworks effectively and efficiently. This report will explain about the models that are used for calculating the outcomes of the learning with the help of the different methods of international business and finance. This report will also explain the concept of capital and financial structure of the companies effectively and efficiently. Additionally financial risk arises because of the different operation of the business in the various countries therefore this reports will highlight the management of the financial risk of multinational companies effectively and efficiently.
[bookmark: _Toc149149177]Understanding financial risk
Another name for foreign exchange is forex risk or currency risk. It is mainly showing the possible danger or fiscal loss that incurs because of the adverse actions in the exchange rates of foreign businesses. It has been found that the business is mainly dealing with three major kinds of risks that are mentioned below:
1. Transaction exposure: It mainly incurs while foreign businesses have various currency and contractual flows in diverse countries.  Contrarily, the variations in the switch rate can make impact on the prices of the monetary cash flows and on the further cash flows (Mamari et al., 2022).
2. Translation exposure: It has been seen that for foreign businesses with distant financial supports. It has been incurred when the business attempts to transform their financial reports from supplementary currencies to the parent coverage currency of the business. The fluctuations in the statement of financial position and income statement have been encountered due to the currency rates (Wang et al., 2019).
3. Economic exposure: It is considered as the intricate kind of indirect revelation. They can incur a long-lasting effect on the exchange rates of the foreign companies. Their market morals competitiveness and cash flows has been affected by this effectively (Van der Auwera et al, 2020).
[bookmark: _Toc149149178]Strategies for managing foreign risks
1. Financial hedging strategies 
Forward contracts: The forward contract is considered an agreement which aids in altering the currencies at a definite future rate. Forward contracts can be utilized by multinational organizations to lock the rates of exchanges of future transactions. This will be helpful in minimizing uncertainties and evading transaction exposures efficiently and effectively.
Options contracts: This offers the right to multinational organizations for exchanging currencies at specific rates (Fedoryshyna and Todosiychuk, 2019). This approach will offer downside protection and flexibility to the companies efficiently and effectively. Commonly, this strategy is utilized when exchange rates are uncertain. 
Currency swaps: Currency swaps are considered as the currency change in exchange for another currency in the absence of the counterparty. Multinational organizations can attain the currency in the absence of the forex exchange using currency swaps (Mamari et al., 2022). It can also be utilized by companies to manage their finances and financial transactions exposure. 
Money market hedge: The companies can lend or borrow foreign currencies for offsetting the risks related to the forex. This can be done by taking benefits from the differentials of the foreign interest rates. This tool is considered to be most crucial for lowering transactional exposure  (Kevin, 2022).
2. Operational strategies 
Netting: the international organization in this scenario can balance payable currency with the help of receiving the same currency. It allows the organization to reduce the risk involved in the forex transactions efficiently and effectively. Further, it is useful for reducing exposure of transactions with the help of hedging the currency flow naturally.
Leading and lagging:   The leading method is used by the organization to accelerate the payment manhole lagging can be explained as the reduction in the speed of payments. Such is helpful for the organization in acquiring favorable results in context to the foreign exchange rate in an efficient as well as effective manner. Further international organization in the corporate world uses such strategies for the management of transactions and their exposure (, 2020).
Diversification:  establishing a business is diverse countries as well as operating a business with diverse currency is deemed a useful strategy for business. It allows the corporate entity to spread the risk invoked in foreign business. Thus, the organization suffers less in case the economy of one country is down. Further, it allows the organization to flourish when the economy of one country flourishes. It thus, reduced the exposure for the respective organization.
3. Natural hedging: natural hedging is an effective strategy for navigating the risks associated with foreign exchange. It is a process of investing in certain products or services for mitigating the risks in one area. Organizations performing natural hedging benefits from sale in a specific country and holds risk in another (Chan, 2020). Natural hedging has been often occurred due to protective business structures. It has been found that presence of suppliers, competitors and consumers in the same country and currency, the risk of foreign exchange becomes more vital (Fedoryshyna and Todosiychuk, 2019). Natural hedging is an effective way to enhance the effectiveness of the financial management in the international levels.
Multinational companies are required to adopt the natural hedging strategies for navigating the risks associated with foreign exchange. Companies mostly adopt this strategy when the business operations are ruined. Natural hedging is one of the simplest and effective techniques which involves the compliance of cost and revenue with the currency (Mamari et al., 2022). Over the years, many researchers and eminent scholars have argued over the need and effectiveness of the hedging strategy as an effective technique for mitigating the risks associated with the foreign exchange. Moreover, multinational corporations are required to ensure throughout and meticulous considerations.  Adoption of this strategy can enhance the efficiency and success of the multinational companies and help them in navigating the risks.
Strategic hedging 
Strategic hedging is distinguished on the basis of it dynamic nature, the dynamic nature contains the calculation which is regular and the adjustment based on the conditions of the market. Strategic hedging is basically combined with the theoretical model of the global const and financial structure (Fedoryshyna and Todosiychuk, 2019).  The implementation of the strategy is mandatory for the organization by developing the effective framework. It is necessary to regulate and consistently monitor the adjustments to underline the synergy and collaboration between the practical strategies.  
Hedging with the forex is considered as the effective strategy and it is suitable for the multinational companies to use with the motive of protecting the position of the currency in the uncertain market effectively and efficiently. Forex hedging is basically considered with the motive of short term protection as well as this will prevent the organization form losses (Ciorciari, 2019).
[bookmark: _Toc149149179]Strategic approaches 
Strategic planning: Global business can implement strategies such as differentiating and developing their geographic region that will assist the business in lessening the emphasis on one currency, and also it involves that the business must enter the marketplace with pegged exchange rates and stable currencies that will aid the business in alleviating the threats successfully (Kevin, 2022)\.
Centralized versus decentralized treasury management: : this MNC company has decided whether they have uphold the forex threats and facilitates every subsidiary to handle and uphold their exposures, and therefore, centralized management can aids the business to accomplish a scale in risk management and economy. Decentralized, on the flip side, can aid the business to respond rapidly to the local circumstances (Wang et al., 2019).
Effective use of derivatives for speculations: The business has to employ the derivative successfully for assumption and primary goals of the MNC business in employing hedging approaches and participating in forex assumption is to accomplish from the variable exchange rates, but therefore, this method is not suitable and thus risky for the multinational industry to uphold the risk averse industry which means that this method is not successful in facing the business of the risk-averse (Ciorciari, 2019).
[bookmark: _Toc149149180]Foreign exchange strategies
Foreign exchange strategies mainly optimize the financial outcomes by navigating the currency markets and it entails diverse methods such as day trading, swing trading, and trend following, depending on the desired objectives and risk tolerance. It needs a keen comprehension of worldwide economic events, interest rate differentials, and the capability to adapt to ever-changing market conditions for triumphant decision-making and risk mitigation. It ensures that there is an effective implementation of these strategies. 
It also includes financial hedging strategies such as forwards contracts and options contracts which allow MNCs to secure the exchange rates and help in decreasing the uncertainty of transactions while dealing in multiple currencies (Mamari et al., 2022). Therefore currency swaps and the money market hedges further help in managing and offsetting risks related to the changing at the time of the financial transactions. 
It also contains operational strategies like netting, leading and lagging payments, and diversifications which naturally serve to hedge risk related to currency (Van der Auwera et al, 2020). The strategies such as netting offsets and payable and receivable currencies help in the capitalization of exchange rates. On the other hand, operating in a diverse market helps in spreading risks as gain in another currency can lead the organization to experience loss.
Conclusion
[bookmark: _Toc149149181]This report is mainly analyzing the significance of combining the practical and theoretical knowledge. This report also utilized some strategies in handling the forex exchange risk for multinational companies. In this report, there is analysis and implementation the theoretical structure that can be useful for foreign businesses in developing planned choices. It will then aid business in making sure financial steadiness and sustainable development in the company. It mainly entails the theory and practices that the foreign companies can attain achievement in global financial organization.
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