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[bookmark: _Toc174291061]Introduction
Global companies incur several kinds of threats and risks in the global market. One of them is risk connected to foreign currencies. This kind of risk is one of the most highly affecting the financial state of a business.  MNCs crossing numerous currencies and countries minimizing FX risk will assist in preserving financial health and competitive edge.
MNCs employ several approaches targeted at limiting the impact of currency fluctuations in order to negotiate this challenging terrain. Based on concepts from International Financial Management (IFM), these techniques handle operational changes, financial hedging tools, and strategic business policies, in both conventional and innovative ways This paper rigorously evaluates their performance using real-world data and explores these approaches in great depth. MNCs can avoid other threats in addition to halting negative currency swings. Positive developments in the currency rates also help them. This report aims to provide MNCs with a whole view of their available tools.
[bookmark: _Toc174291062]Multinational Companies – concept and examples 
An international corporation (MNC) is a large firm operating in numerous countries.  Usually from their own country. From their centralized headquarters, these corporations supervise and manage their global operations (Bartlett & Ghoshal, 1989). Usually motivated by the necessity to control the supply chain and maintain a competitive edge in different markets.  
Given Apple's outstanding global market integration, a sizable portion of firm revenue originates from outside of the United States (Bartlett & Ghoshal, 1989). Still another first-rate example is Nestlé S.A., with Vevey, Switzerland, as its headquarters. Leading in the global food and beverage market, Nestlé has around 450 factories spread across 187 countries (Dunning, 2000). These examples illustrate the strategic relevance and complexity of MNCs in the global economy.
[bookmark: _Toc174291063]Understanding Foreign Exchange Risks
Globally active in markets, multinational companies (MNCs) face risk related to foreign exchange (FX). It also falls under the label currency risk. It is rather highly valued. The variations in the exchange rates of currencies create FX risk. This can considerably affect the financial situation of companies involved in global operations.  MNCs have to effectively control these risks if they want to remain profitable (Shapiro, 2013). Economic, translation and transaction risk are three main types of FX risk. The risk of a transaction is the vulnerability a company bears during financial operations with foreign exchange-denominated items. In cases of a temporal lapse between agreement and transaction settlement. During which can swing negative currency values? This risk seems clear (Madura, 2020).
 For example, any devaluation of the euro versus the dollar before the payment might result in less income than first projected if a U.S.-based firm agrees to sell items to a European consumer in euros.
There is a translation risk when an MNC converts foreign company financial statements into local currency. It also goes under accounting exposure. Though the financial flows of the subsidiaries have not changed really. The declared value of assets, obligations, and earnings (Eiteman, Stonehill, & Moffett, 2019) might show clear variations depending on exchange rate movements. Businesses with significant activities across many countries should particularly give this problem a top priority. It affects the declared financial performance and may affect investor views as well.
Economic risk is also known as operational exposure. This is the effect of currency swings on a company's future cash flows and market value. 
This kind of risk relates to the way variations in currency rates might affect the competitive posture (Shapiro, 2013). Should a corporation situated in the United States deal with higher dollars? Its goods might start to cost more in other countries. Consequently, lowering earnings and sales. On the other hand, devaluation of the currency can raise import import prices but improve global competitiveness. MNCs use a range of techniques to sufficiently reduce these risks, from operational changes include natural hedging and currency diversification to financial products including forwards, futures, and options (Madura, 2021). The kind of risk, the level of firm exposure, and the economic environment in which it conducts business will determine the approach to be taken.
MNCs handling the complexity of international finance must be aware of these several kinds of foreign exchange risks. Early identification and management of FX issues helps businesses to keep their financial performance and support their worldwide operations.
[bookmark: _Toc174291064]Strategies for Managing
One of the main issues for MNCs is foreign exchange (FX). Because of the possible effects of monetary changes on the financial situation. MNCs combine several approaches to reduce these hazards.
1. Strategic Financial Hedging Methodologies
Among the most widely utilized techniques MNCs use to manage FX risk is financial hedging—through instruments such as forward contracts, options, and swaps. 
Forward contracts provide businesses with clarity on the value of future cash flows by letting them lock in exchange rates for the next transactions (Allayannis & Weston, 2001). A forward contract can help a business, for example, guarantee a good exchange rate and prevent losses should it expect payment in foreign currencies and the value of the currency depreciate.
Currency options provide MNCs with the right. The obligation is to convert money at a set rate. This adaptability helps companies to profit from positive changes in the value of currencies while controlling possible losses (Géczy, Minton, & Schrand, 1997). Conversely, a currency swap is an arrangement whereby two parties exchange principal and interest payments in different currencies. When handling debt denominated in foreign currencies, notably, this is quite helpful for controlling long-term exposure to foreign currencies (Papaioannou, 2006).
2. Hedging Strategies in Operations
Beyond financial tools, MNCs can control FX risk using operational hedging. That is, using company procedures meant to automatically balance currency exposure. Matching income and expenses in the same currency helps to accomplish natural hedging. Hence lowering the susceptibility of cash flows to change in exchange rates (Miller & Reuer, 1998). An MNC with strong sales in Europe. They can find raw materials from European vendors to guarantee that both income and expenses are based in euros.
Another operational strategy MNCs use is currency diversification, in which case their operations and income sources are spread across multiple currencies. In any one market, this diversification reduces the impact of unfavorable currency movements (Kogut & Kulatilaka, 1994). Leading and trailing strategies might involve timing the settlement of foreign exchange transactions to profit from expected currency movements, including accelerating payments in a currency expected to gain or deferring receipt in a currency expected to decline (Madura, 2011).
3. Corporate Policies and Strategic Management
Strategic management approaches for FX risk involve including problems of currency risk in the total corporate strategy. One approach is rather centralized than dispersed risk management. Using a centralized strategy, the parent company manages all FX risks for the full company, therefore encouraging more consistent and efficient risk management strategies (Dhanani & Groves, 2001). Conversely, a dispersed approach allows subsidiaries to manage their own FX risks, therefore offering maybe greater adaptation and reaction to local market conditions (Shapiro, 2013).
Another useful option is risk-sharing agreements, arrangements wherein both sides engaged to share the FX risk. MNCs may also implement pricing strategies that vary product rates in reaction to changes in the value of money. They may, for instance, include specifications about currency values in contracts (Czinkota, Ronkainen, & Moffett, 2011). They can also represent changes in exchange rates using variable pricing systems.
4. Currency Risk Insurance and Netting
MNCs also look at innovative concepts such currency risk insurance. In these businesses purchase insurance to protect against notable fluctuation in value of currencies (Jorion, 2007). Another way numerous foreign exchange transactions are combined across subsidiaries. Therefore allowing the MNC to mitigate internal risks before resorting to outside hedging techniques is netting (Butler, 2012). This approach can assist to significantly cut the handling FX risk associated costs.
[bookmark: _Toc174291065]Conclusion
Globally integrated economies depend on multinational companies (MNCs) totally on efficient management of foreign exchange (FX). The financial status of an MNC may be much influenced by different aspects. Some of them are the volatility of foreign exchange rates, hence these businesses must have thorough risk control plans. In this report, we have discussed many techniques MNCs use to lower FX risk. Among the several financial hedging strategies that let to lock in currency rates. And helps to reduce uncertainty are future, options, and swaps. Still, these tools have linked costs. They should be carefully considered in terms of suitability for the unique risk profile of the company.
Natural hedging and currency diversification are working solutions that match revenue sources with expenses in the same currency and distribute risk over other currencies, therefore offering a more comprehensive approach. These methods are naturally ingrained in the business operations even although they provide a long-lasting method to manage risk as they depend on strategic planning and great collaboration.
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