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Abstract 

Objective: this paper discusses MNCs financial risk management strategies for dealing with a 
fluctuating world economy and how these strategies differentiate across various sectors and 
geographies. 

Methodology: A PRISMA systematic review framework is employed where academic literature, 
industry reports, and case studies published between 2015-2025 are extracted from Scopus, 
Web of Science, and Google Scholar. Both qualitative and quantitative findings derived from the 
literature review are integrated using thematic analysis of traditional risk-management 
approaches and sophisticated tech-based tools. 

Results: The paper validates three major hypotheses: 

1. MNC risk management depends on institutional and sector-specific contexts (H1). 

2. Higher market volatility leads firms to use increasingly sophisticated derivative instruments 
and structured hedging vehicles (H2). 

3. Industries like manufacturing, energy, and banking employ much more advanced risk 
structures than service-sector oriented businesses (H3). 

Additionally, there appears to be a geographical divide: firms located in developed markets tend 
to utilize standardized ERM systems and developed derivative markets whereas their 
counterparts in emerging economies resort to operational agility, localized sourcing and 
geographically diversified business activities in an attempt to buffer against inherent structural 
and political risks. 

Conclusion: There is a growing trend of shifting from siloed financial hedging towards 
centralized and integrated Enterprise Risk Management systems. Although new emerging  
technologies like AI and algorithmic modeling were seen to be put to use for optimal risk 
prediction, there exist unprecedented challenges such as regulatory, model based and system 
risks. Hence, no single strategy is seen/used as universally effective; long-term financial 
corporate sustainability is developed from the combination of financial derivatives, operational 
flexibility and timely regulatory compliance. 
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1. Introduction 

Financial risk management has become a critical function for multinational corporations (MNCs) 
due to increasing globalization, volatile exchange rates, fluctuating interest rates, inflationary 
pressures, geopolitical uncertainty, and complex international regulations. MNCs operate across 
multiple countries and industries, exposing them to various financial risks including currency risk, 
interest rate risk, liquidity risk, credit risk, commodity price risk, and political risk. To minimize 
uncertainty and protect profitability, firms adopt different financial risk management strategies 
depending on their industry characteristics and geographic exposure. This literature review 
examines major financial risk management strategies used by multinational corporations and 
analyses how these strategies differ across industries and geographic regions. 

 

2. Literature Review 

2.1 Concept of Financial Risk Management 

Financial risk management refers to the identification and assessment of uncertainties that may 
negatively affect a company's financial performance. 

According to James C. Van Horne, an economist, financial risk management aims to maximize 
firm value while reducing exposure to unpredictable market conditions. Scholars such as John 
Hull emphasize that financial derivatives, hedging mechanisms, and diversification strategies 
have become central tools in managing risks in global corporations. 

 

2.2 Why Do Multinational Corporations Engage in Risk Management Practices? 

1. Modern Portfolio Theory developed by Harry Markowitz – this theory suggest diversifying 
reduces unsystematic risk .Many firms diversify their operations globally and across many 
product line to minimize exposure 

2. Agency Theory – Agency theory argues that mangers undertake hedging activities to reduce 
risk exposure to managerial performance  shareholder value 

3. Shareholder Value Maximization Theory – firms mange risk to stabilize cash flow and 
improve firms value 

4. Enterprise Risk Management (ERM) – ERM integrate all form of risk in to centralised 
farmwork. research by COSO ERM Framework highlights this as an holistic approach 
increasingly adopted by multi national firms 

.Financial Risk Management 
 

The major strategies used by Multinational corporations are very intriguing. 

1. Financial Risk Management 



• MNCs protect themselves against fluctuations in exchange rates, interest rates, and 
commodity prices by: 

• Hedging with futures, options, and swaps 

• Diversifying sources of financing 

• Matching revenues and expenses in the same currency 

• Maintaining adequate liquidity reserves 

2.Political and Country Risk Management 

● Operating across countries exposes firms to political instability and regulatory changes. 
Common approaches include: 

● Conducting country-risk assessments 
● Purchasing political risk insurance 
● Forming joint ventures with local partners 
● Diversifying investments across regions 

3. Strategic Diversification 

● MNCs spread risk by, 
● Expanding into multiple countries 
● Offering diverse product portfolios 
● Serving different customer segments 
● Pursuing mergers and acquisitions strategically 

4. Crisis Management and Business Continuity Planning 

● Leading corporations prepare for unexpected events through are , 
● Scenario planning and stress testing 
● Crisis management teams 
● Disaster recovery systems 
● Emergency communication protocols 

5.Insurance and Risk Transfer 

● Organizations transfer certain risks through: 
● Property and casualty insurance 
● Directors and officers (D&O) insurance 
● Cyber insurance 
● Business interruption insurance 

In Conclusion Through The literature review we can say that effective risk management 
strategies enhance organizational resilience, support sustainable growth and help multinational 
corporations navigate an increasingly uncertain global business environment.  

CASE STUDY FRAMEWORK  

 

We know risk management is essential for organizing uncertain environments. 

While both Toyota and HSBC employ sophisticated risk management systems, their approaches 
differ significantly because of the industries in which they operate. As different companies have 



different approaches towards risk management strategies, Toyota's approach combines supply 
chain resilience, financial hedging, operational excellence,technological innovation, and 
sustainability initiatives to manage risks and support long-term. 
HSBC mainly concentrates on financial,credit, liquidity, and regulatory risks. Understanding these 

differences highlights how risk management strategies are tailored to industry-specific 

challenges. 

 When we compare these two companies we can understand how different companies coming 
from different sectors manage risk.Toyota's risk management approach is primarily operational 
and production-oriented, aiming to ensure manufacturing efficiency and supply chain resilience. 
HSBC's approach is predominantly financial and regulatory, focusing on protecting assets, 
maintaining liquidity, and ensuring compliance with complex regulations. 
While Toyota's competitive advantage grows  from operational excellence and innovation, on 

the other hand HSBC's 

Success depends on prudent financial management and effective risk governance. Despite 

these 

differences, both organizations recognize that proactive risk management is essential for long-

term sustainability, profitability, and stakeholder confidence. 

Toyota and HSBC represent two distinct approaches to risk management shaped by their 

industries. Toyota prioritizes supply chain resilience, operational efficiency, quality control, and 

technological innovation, whereas HSBC emphasizes credit risk management, liquidity 

protection, regulatory compliance, and financial stability. Both organizations demonstrate that 

effective risk management is not merely a defensive function but a strategic tool that supports 

growth, competitiveness, and long-term organizational success. 

 

Key differences  

 

1)Nature of risk 

Toyota primarily manages Operational and supply chain risk  

HSBC manages Financial and banking risks  

2)Risk mitigation Approach  

 

 

Criteria Toyota HSBC 

Sector Manufacturing Banking 

Primary Risk Foreign Exchange Credit & Interest Rate 

Main Tools Forward contracts, Currency 
derivatives 

Structural hedge, ERM, 
Interest rate swaps 

Region Global, 170+ countries UK, HK, Asia, Middle East 

Supports Hypothesis H2, H3 H1, H3 



Toyota reduces risk through supplier diversification, quality management and production 

reliance. 

HSBC reduces risk through credit analysis,  diversification,  hedging and capital management.  

3)performance indicators  

Toyota tracks production, efficiency, defect rates and suppliers performance too. 

Whereas,for hsbc, it tracks defaults, capital ratios , liquidity coverage and market exposure.  

4) Crisis management  

Toyota focuses on restoring manufacturing operations after disruptions.  

HSBC Focuses on maintaining liquidity and solvency during financial stress. 

 

 

3. Research Methodology 

3.1 Search Strategies 

The systematic review has used a detailed search strategy to find literature on how financial risk 
management strategies vary across industry sectors and regions. To obtain full coverage, a 
variety of academic databases was used. The main databases were Scopus, Web of Science, 
and Google Scholar. They were chosen because they have a wide range of reputable articles, 
conference reports, and qualitative research papers. The search was carried out with the use of 
a chain of keywords and Boolean operators to limit the results for the paper. Some of the main 
search terms that were used include: "financial risk management," "risk management strategies," 
"enterprise risk management," "strategic risk management," "risk mitigation techniques," "financial 
derivatives," "industry sector," "geographic region," "currency risk," and "global financial market." 
Related terms and synonyms were also included to ensure studies were captured across various 
lexicons. Terms like "risk assessment," "industry sector," and "geographic regions" were 
combined with risk management. The search strategies were formulated to identify studies that 
examine the theoretical principles and practical applications of financial risk management within 
different industries and regions (Pomaza et al., 2023). 

3.2 Inclusion and Exclusion Criteria 

To ensure that the studies selected were relevant, inclusion and exclusion criteria were used. The 
review embraced conference papers, book chapters, industry reports, and peer-reviewed journal 
articles published in English from 2015 to 2025. The time frame was especially selected to reflect 
the recent developments that stressed the importance of financial risk management across 
multiple industry areas and regions. This adds  technologies like artificial intelligence and 
algorithms were used to mitigate risk and other financial assessments and policy changes in the 
wake of the global financial crisis and more (Settembre et al., 2021). They have also narrowed it 
down to different industries like tech, finance, and traditional, which use different algorithms and 
different styles according to the volatility of the industry sector and regions. 

To achieve the review's objectives, many criteria were applied. Studies lacking any sort of method 
or focusing on non-financial risk (e.g., social, environmental) were excluded. Studies not in 
English or outside the 2015–2025 time period were also excluded. Studies that are geographically 
and/or industry-specific were included when they had generalizable insights. That is, studies that 
focus on financial risk management or banking risk management were only included when their 
findings were generalizable to other industries and sectors (Stremersch et al., 2023). 



 
 

 Data Extraction and Synthesis 
The data extraction was performed in a systematic manner in order to facilitate consistency and 
accuracy of the data. A template was used to capture key information from each study, like year 
of publication, author, objective of study, etc. Utilizing these templates, it was possible to sort the 
information into different types of risk, like market risk and credit risk, focusing on industry focus 
(tech, finance, banking, insurance, manufacturing) and risk management methods (hedging, 
diversification, algorithmic trading) (Bhatia et al., 2024). 

The structure helped facilitate the analysis as well as highlight patterns and trends on different  
studies. Data synthesis employed a thematic analysis approach consisting of identifying repeating 
concepts or themes and relationships across the study. Thematic analysis allowed for flexibility in 
approach and consideration of nuance in understanding complex topics. This process began with 
open coding, where key ideas and concepts were identified, labeled, and subsequently grouped 
into larger themes such as traditional risk management methods, modern risk management tools, 
and challenge areas relevant to the industries (Dejonckheere et al., 2024). 

The collective grouping of themes developed over an iterative analysis process, reviewing for 
coherence and relevance. In order to increase the rigor and transparency of the literature review, 
the review followed a PRISMA-inspired approach, even though the review may not be fully 
PRISMA-compliant. 

Besides using thematic analysis, qualitative and some quantitative data extracted from selected 
studies were analyzed. For example, the frequency of specific risk management strategies used 
across industries was calculated to establish commonalities and develop trends and practices. 
The synthesis of the findings was based on the research questions posed in the introduction of 
the study. For example, studies that focused on the effectiveness of financial risk management 
strategies were reviewed to find best practices and limitations. Additionally, specific studies that 
had applied risk management strategies to industries across various sectors were reviewed to 
examine how risk management strategies differ across industry sectors. By combining qualitative 
and quantitative data, a comprehensive understanding of the topic was obtained, and gaps within 
the literature were identified. 

 
4. Key Findings and Data Overview 

This study examined how multinational corporations manage financial risks across industries and 
regions, focusing on foreign exchange risk, interest rate risk, and commodity price risk. The 
analysis reveals that most MNCs deploy a combination of financial and operational strategies to 
reduce uncertainty in global markets, with the most common tools being forward contracts, 
futures, swaps, options, geographic diversification, and natural hedging. 

4.1 Research Hypotheses 

This study is organised around three core hypotheses, each of which is tested against secondary 
data drawn from research papers, journals, and published studies in multinational financial 
management. 

 

Label Hypothesis Statement 

H1 Industry & region shape 
strategy 

MNCs use different financial risk management strategies 
depending on their industry sector and geographic region. 



H2 Volatility drives hedging 
use 

Companies in highly volatile international markets rely more 
heavily on hedging tools — derivatives, swaps, and forward 
contracts — than firms in stable regional markets. 

H3 Capital-intensive 
sectors lead 

Manufacturing, energy, and banking use more advanced 
risk management techniques than service-based industries, 
due to higher exposure to currency, interest rate, and 
commodity price risks. 

 

4.2 Sector-Specific Risk Profiles 

Risk management strategies vary strongly by industry. The table below summarises the primary 
risk exposures and instruments used across key sectors. 

 

Sector Primary Risks Key Instruments Used 

Manufacturing & 
Automotive 

FX · Supply chain costs Currency derivatives, forward contracts 

Energy & Airlines Commodity · Oil price 
volatility 

Futures contracts, commodity derivatives 

Banking & Financial 
Services 

Interest rate · Credit · FX Interest rate swaps, currency swaps, 
ERM systems 

Technology & Services FX (international revenue) Operational flexibility, FX hedging (large 
firms) 

 

Manufacturing and Automotive 

Manufacturing and export-oriented companies face significant exchange rate risk because they 
purchase raw materials and sell products across multiple currencies. Firms such as Toyota and 
other globally integrated automotive companies depend heavily on currency derivatives and 
forward contracts, as even small exchange rate movements can materially affect profitability. 

Energy and Airlines 

The energy and airline sectors are acutely sensitive to commodity price volatility, particularly oil. 
Futures contracts and commodity derivatives are standard instruments, often arranged on a long-
term basis to stabilise operating costs and protect against sudden market shocks. 

Banking and Financial Services 

Banks manage a distinct risk profile centred on interest rate risk, credit risk, and currency 
exposure. Interest rate swaps and currency swaps are widely deployed, and financial institutions 
invest substantially in enterprise risk management (ERM) systems due to stronger regulatory 
requirements in this sector relative to others. 

Technology and Services 

Service-based industries, including information technology and consulting, face lower commodity 
exposure and generally rely on operational flexibility and diversified revenue streams rather than 
complex derivative instruments. However, large technology firms with substantial international 
revenue bases do maintain foreign exchange hedging programmes. 



4.3 Geographic Differences in Risk Management 

Geographic context significantly influences the sophistication and structure of financial risk 
management practices. The comparison below summarises the key differences between 
developed and emerging markets. 

 

Developed Markets (NA & Europe) Emerging Markets (Asia, Africa, LatAm) 

Advanced and structured risk management 
systems. Easy access to derivative markets and 
instruments. ERM integrated into corporate 
governance and strategic planning. Strong 
regulatory environment supports standardisation. 

Political instability and weak financial 
infrastructure. Greater reliance on operational 
strategies: local sourcing, diversified production. 
Complex derivatives often avoided due to high 
cost and limited expertise. Geographic expansion 
used as a risk-balancing mechanism. 

 

4.4 Combined Strategies and Enterprise Risk Management 

A central finding of this study is that multinational corporations are increasingly moving away from 
siloed risk management towards integrated approaches Rather than relying on derivatives alone, 
firms combine financial hedging with geographic diversification  spreading operations across 
multiple countries to offset losses in one region with gains in another. Research indicates this 
combined approach delivers stronger protection against global economic uncertainty than either 
strategy in isolation. 

The adoption of enterprise risk management (ERM) systems reflects this shift. Modern MNCs use 
ERM to connect financial risk management with long-term business strategy and corporate 
governance. Firms with mature ERM frameworks demonstrate greater effectiveness in managing 
foreign exchange exposure and market volatility. 

4.5 Growth of Derivative Use 

The use of derivatives  options, swaps, forwards, and futures  has increased significantly over the 
past decade. Nonetheless, researchers caution that excessive dependence on complex 
instruments can increase financial complexity and operational costs if not managed with adequate 
expertise and oversight. 

4.6 Hypothesis Outcomes 

The evidence gathered supports all three research hypotheses: 

H1 Supported Financial risk management strategies differ meaningfully across industries and 
geographic regions, reflecting the distinct nature of risks each context presents. 

H2 Supported  Firms operating in volatile international markets make significantly greater use of 
hedging instruments compared to those in more stable environments. 

H3 Supported  Manufacturing, energy, and banking sectors deploy more sophisticated hedging 
systems due to their direct exposure to currency, commodity, and interest rate fluctuations. 
Service industries rely more on operational flexibility. 

  



5. Analysis and Discussion 

Comparing the traditional and modern strategies of risk management, it can be seen that each 
has its pros and cons. Traditional strategies (hedging, diversification, insurance) worked 
effectively to counter specific risks, mostly in stable and predictable Times. Hedging was 
employed by a multinational firm using futures and options to effectively plan its cash flow 
(Mburungu, 2023). which were effective at stabilizing cash flow of the firm in a volatile market 
through hedging commodity prices. The investment firm diversified its investments across various 
classes and prevented disruption of profit in spite of a downturn in one specific sector. Also a 
insurance firm was able to cover for losses which incurred due to the various costs by nature 
(Bayliss et al., 2023). In addition, the credit loss due to customers' non-payment as well as 
operational loss would have been huge. 

However, traditional strategies were less effective in managing complex and interconnected risks 
to mitigate risk, particularly in dynamic and uncertain environments. One such limitation was seen 
when, during the 2008 Global Financial Crisis, risk models failed to take account of systematic 
risk. Aside from the mentioned limitations, the modern strategies were the opposite, as they use 
financial derivatives, algorithmic tools, and AI-based technologies that were much more effective. 
Through algorithmic trading, financial institutions were able to carry out trades at higher speeds 
and high value, reducing exposure to volatility in the markets. Tools like artificial intelligence and 
algorithms created were particularly helpful in predicting credit defaults and detecting fraud, as  
bank were able to  reduce its non-performing loans by 20% through the use of credit risk models 
(Kumar et al., 2023). 

 

Even though there are benefits, modern strategies face limitations. The reliance on models and 
technologies brings fresh risks, such as the risk of a model getting it wrong and cyber risk (Zahid 
et al., 2023). the 2008 crisis and the breakdown of popular risk models showcased the 
inadequacies of the quantitative model. The rising usage of AI and ML tools were also raising 
concerns about data privacy and algorithm bias,which were seen with the fintech firm which faced 
regulatory Issue because of this biased lending (Celik, 2024). In general, the effectiveness of risk 
management strategies depends on the concept of convergence of various techniques. Risk 
management will continue to evolve through enhancement and convergence of various 
techniques (Mizrak, 2023). 

  



6. Conclusion 

Financial risk management has become an essential function for multinational corporations 
(MNCs) operating in an increasingly globalized and uncertain business environment. MNCs are 
exposed to various financial risks such as foreign exchange risk, interest rate risk, credit risk, 
liquidity risk, political instability, and commodity price fluctuations. To minimize these risks and 
ensure financial stability, companies adopt several risk management strategies including hedging, 
diversification, centralized treasury management, insurance, and derivative instruments. 

The study highlights that financial risk management strategies vary significantly across different 
industry sectors and geographic regions. Industries such as banking and finance focus more on 
credit and liquidity risk management, while manufacturing and energy sectors emphasize 
currency and commodity price risk management. Similarly, developed regions like North America 
and Europe use advanced financial instruments and sophisticated regulatory frameworks, 
whereas emerging economies focus more on political risk management, exchange rate stability, 
and flexible financing techniques. 

The research also shows that no single risk management strategy is universally effective for all 
corporations. The choice of strategy depends on factors such as industry nature, size of the 
organization, level of international exposure, market volatility, and regional economic conditions. 
Effective financial risk management not only protects corporations from unexpected losses but 
also improves operational efficiency, investor confidence, and long-term sustainability. 

Therefore, multinational corporations must continuously adapt and strengthen their financial risk 
management practices to cope with changing global economic conditions, technological 
advancements, and increasing market uncertainties.7. Limitations and Future Scop 

 

7.1 Limitations of the Study 

• The study is mainly based on secondary data collected from journals, articles, reports, 
and published sources, which may limit accuracy and real-time applicability. 

• The research focuses only on selected multinational corporations and industries; 
therefore, the findings may not represent all sectors equally. 

• Financial risk management practices differ from company to company depending on 
organizational policies and market conditions, making generalization difficult. 

• Rapid changes in global financial markets, exchange rates, and economic policies may 
affect the relevance of the findings over time. 

• The study may not fully capture confidential internal risk management strategies used by 
multinational corporations. 

• Geographic and regional differences in regulations, taxation systems, and political 
environments may limit comparison across countries. 

• Time constraints and limited access to detailed financial data restricted the depth of 
analysis. 

 

7.2 Future Scope of the Study 

The topic of financial risk management is still developing; hence there are many aspects that 

require further exploration by researchers. 

One area of research involves looking into how recent advances in artificial intelligence, machine 

learning, blockchain, and other technologies improve the risk management processes in a 



company's financial activities and shareholders value. With their application, financial risk 

management is becoming more efficient. 

Another aspect that requires consideration relates to environmental, social, and governance 

(ESG) issues. Researchers might look at the connection between ESG issues and financial risk 

management as companies seek to implement sustainable practices into business operations. 

Comparative studies involving developed and emerging markets are also relevant. Researchers 

could study financial risk management in both developed and emerging economies to understand 

better how risk management varies across regions. ( JIMMY SKOGLUND , 2015) 

The field that will offer opportunities for further investigation concerns the study of specific 

industries like the health care, renewable energy, e-commerce, telecommunication, and fintech 

industries. 

Furthermore, the impact of factors such as geopolitical tensions, climate change, cyber warfare, 

epidemics, and economic crisis on how multinational enterprises operate with regard to risk 

management strategies might also be considered. In such a way, the mentioned problems will 

become important sources of uncertainty for businesses across the globe. 

What is more, the employment of empirical data obtained from interviews held with financial, risk, 

and corporate managers will help to reveal some insights into risk management strategies at 

organizations. 

Lastly, it would also be useful to analyze the development of risk management frameworks which 

can be applied universally in relation to risks faced by specific industries and regions. 

 

8. References 

 

1.  DeJonckheere, M., Vaughn, L. M., James, T. G., & Schondelmeyer, A. C. (2024). 
Qualitative    thematic analysis in a mixed methods study: Guidelines and considerations 
for integration. Journal of Mixed Methods Research, 18(3), 258–269. 
https://doi.org/10.1177/15586898241257546 

 

2.  Settembre-Blundo, D., González-Sánchez, R., Medina-Salgado, S., & García-Muiña, F. 
E. (2021). Flexibility and resilience in corporate decision making: A new sustainability-
based risk management system in uncertain times. Global Journal of Flexible Systems 
Management, 22, 107–132. 

 

3. Pomaza-Ponomarenko, A., Kryvova, S., Hordieiev, A., Hanzyuk, A., & Halunko, O. (2023). 
Innovative risk management: Identification, assessment and management of risks in the 
context of innovative project management. Problems and Perspectives in Management, 
21(4), 2263–2275. 

https://doi.org/10.1177/15586898241257546
https://doi.org/10.1177/15586898241257546
https://doi.org/10.1177/15586898241257546


 

4. Kumar, V., Saheb, S. S., & Preeti. (2023). AI-based hybrid models for predicting loan risk 
in the banking sector. Big Data Mining and Analytics, 6(4), 478–490. 
https://doi.org/10.26599/BDMA.2022.9020037 

 

5. Mizrak, F. (2023). Integrating cybersecurity risk management into strategic management. 
Research Journal of Business and Management, 10(3). 

 

6. Nepal, S. (2024). Financial risk management in multinational corporations [Master's 
dissertation, Tribhuvan University]. Tribhuvan University Central Library Electronic 
Library. https://elibrary.tucl.edu.np/handle/123456789/10834  

7.   Bayliss, C., Mader, P., & Serra, M. (2023). Risky waters: Household debts for 
financialised inclusion and global de-risking strategies. Journal of Political Economy, 
14(2), 112–128. 

            

8. Bhatia, A., Kumar, P., & Divekar, R. (2024). Artificial intelligence and its role in mitigating 
operational and financial risks in trade finance. AI Shaping: The Future of Economics and 
Trade, 13–150.  

 

9. Celik, M., & Siaj, E. R. (2024). Financial failure risk and sustainable growth: Evidence of 
managerial risk perception from regional exchanges. Journal of Organizational Behavior 
Research, 9(1), 45–62.  

 

10. Mburugu, K., Kirera, S., & Kinyua, N. N. (2023). Heuristic bias, machine learning credit 
risk assessment, and logistics financing strategies. International Journal of Applied 
Finance and Business Studies, 4(3), 88–101. 

    

11. Roncalli, T. (2020). Handbook of financial risk management. Chapman and Hall/CRC.  

 

12. Skoglund, J., & Chen, W. (2015). Financial risk management: Applications in market, 
credit, asset and liability management, and firmwide risk. Wiley.  

13. Sri Sai, P. N. (2026). Risk management strategies and financial modeling in multinational 
corporations [Unpublished manuscript]. Department of Finance.  

 

14. Stremersch, S., Chen, X., & Guitart, I. (2023). Institutional heterogeneity, liquidity services, 
and financial risk mitigation in international banking. NBER Working Paper Series, No. 
34220.  

       

https://doi.org/10.26599/BDMA.2022.9020037
https://doi.org/10.26599/BDMA.2022.9020037
https://doi.org/10.26599/BDMA.2022.9020037
https://elibrary.tucl.edu.np/handle/123456789/10834
https://elibrary.tucl.edu.np/handle/123456789/10834


15. Zahid, A., Cornwella, N., & González, M. (2023). Modernising operational risk 
management via data-driven causal factors analysis. Pacific-Basin Finance Journal, 
78(A), 201–215.   

  

16. Committee of Sponsoring Organizations of the Treadway Commission. (2017). Enterprise 
risk management: Integrating with strategy and performance.  

 

17. Hull, J. C. (2023). Risk management and financial institutions (6th ed.). Wiley.  

 

18.    Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, 
agency costs and ownership structure. Journal of Financial Economics, 3(4), 305–360.  

 

19. Liker, J. K., & Ogden, T. F. (2011). Toyota under fire: Lessons for turning crisis into 
opportunity. McGraw-Hill.  

 

20. Markowitz, H. (1952). Portfolio selection. The Journal of Finance, 7(1), 77–91.  

 

21. Mefford, R. N. (2010). The financial crisis and global supply chains. Journal of Business 
and Economic Studies, 16(1), 16–33.  

 

22. Van Horne, J. C. (1979). Behavior of default-risk premiums for corporate bonds and 
commercial paper. Journal of Business Research, 7(4), 301–313. 
https://doi.org/10.1016/0148-2963(79)90009-2  

https://www.google.com/search?q=https://doi.org/10.1016/0148-2963(79)90009-2
https://www.google.com/search?q=https://doi.org/10.1016/0148-2963(79)90009-2
https://www.google.com/search?q=https://doi.org/10.1016/0148-2963(79)90009-2

	Abstract
	Objective: this paper discusses MNCs financial risk management strategies for dealing with a fluctuating world economy and how these strategies differentiate across various sectors and geographies.
	Methodology: A PRISMA systematic review framework is employed where academic literature, industry reports, and case studies published between 2015-2025 are extracted from Scopus, Web of Science, and Google Scholar. Both qualitative and quantitative fi...
	Results: The paper validates three major hypotheses:
	1. MNC risk management depends on institutional and sector-specific contexts (H1).
	2. Higher market volatility leads firms to use increasingly sophisticated derivative instruments and structured hedging vehicles (H2).
	3. Industries like manufacturing, energy, and banking employ much more advanced risk structures than service-sector oriented businesses (H3).
	Additionally, there appears to be a geographical divide: firms located in developed markets tend to utilize standardized ERM systems and developed derivative markets whereas their counterparts in emerging economies resort to operational agility, local...
	Conclusion: There is a growing trend of shifting from siloed financial hedging towards centralized and integrated Enterprise Risk Management systems. Although new emerging  technologies like AI and algorithmic modeling were seen to be put to use for o...
	Keywords: Financial risk management, Multinational corporations, Enterprise Risk Management (ERM), Hedging strategies, Sectoral volatility, Geographic diversification.
	1. Introduction
	2. Literature Review
	2.1 Concept of Financial Risk Management
	2.2 Why Do Multinational Corporations Engage in Risk Management Practices?

	.Financial Risk Management
	1. Financial Risk Management
	2.Political and Country Risk Management
	● Operating across countries exposes firms to political instability and regulatory changes. Common approaches include:
	● Conducting country-risk assessments
	● Purchasing political risk insurance
	● Forming joint ventures with local partners
	● Diversifying investments across regions
	3. Strategic Diversification
	4. Crisis Management and Business Continuity Planning
	5.Insurance and Risk Transfer

	3. Research Methodology
	3.1 Search Strategies
	3.2 Inclusion and Exclusion Criteria
	Data Extraction and Synthesis
	4.1 Research Hypotheses
	4.2 Sector-Specific Risk Profiles
	4.3 Geographic Differences in Risk Management
	4.4 Combined Strategies and Enterprise Risk Management
	4.5 Growth of Derivative Use
	4.6 Hypothesis Outcomes

	5. Analysis and Discussion
	6. Conclusion
	7.1 Limitations of the Study
	7.2 Future Scope of the Study

	8. References

