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ABSTRACT 

Exchange rate volatility has become a critical factor influencing the financial decision-making of export-

oriented companies in the globalized economy. Since 2020, a growing body of literature highlights how 

fluctuations in currency values shape firms’ risk management practices, capital allocation, and long-term 

investment strategies. This literature review synthesizes recent findings to explore the extent to which 

exchange rate uncertainty impacts hedging policies, pricing strategies, and financial flexibility. Evidence 

suggests that companies with higher export dependency adopt more proactive approaches, including the 

use of derivatives, natural hedging, and diversification of markets to mitigate exposure. Moreover, the 

COVID-19 pandemic and subsequent global economic shocks intensified currency instability, prompting 

firms to reassess their liquidity management and debt structures. The review also underscores differences 

across industries and regions, with firms in emerging markets facing greater constraints due to limited 

access to sophisticated financial instruments. Overall, the findings indicate that exchange rate volatility 

remains a central challenge in financial management, requiring adaptive, multi-layered strategies to 

sustain competitiveness in international markets. 

Keywords: Exchange rate volatility, financial management, export-oriented companies, risk management, 

hedging strategies 

 
ABSTRAK 

Volatilitas nilai tukar telah menjadi faktor kritis yang memengaruhi pengambilan keputusan keuangan 

perusahaan yang berorientasi ekspor dalam ekonomi global. Sejak 2020, sejumlah penelitian 

menunjukkan bagaimana fluktuasi nilai mata uang memengaruhi praktik manajemen risiko, alokasi 

modal, dan strategi investasi jangka panjang perusahaan. Tinjauan literatur ini mensintesis temuan terbaru 

untuk mengeksplorasi sejauh mana ketidakpastian nilai tukar memengaruhi kebijakan lindung nilai, 

strategi penetapan harga, dan fleksibilitas keuangan. Bukti menunjukkan bahwa perusahaan dengan 

ketergantungan ekspor yang lebih tinggi cenderung mengadopsi pendekatan proaktif, termasuk 

penggunaan derivatif, lindung nilai alami, dan diversifikasi pasar untuk mengurangi paparan risiko. 

Selain itu, pandemi COVID-19 dan guncangan ekonomi global yang mengikuti memperparah 

ketidakstabilan mata uang, mendorong perusahaan untuk mengevaluasi kembali manajemen likuiditas 

dan struktur utang mereka. Tinjauan ini juga menyoroti perbedaan antarindustri dan wilayah, dengan 

perusahaan di pasar emerging menghadapi kendala lebih besar akibat keterbatasan akses terhadap 

instrumen keuangan yang canggih. Secara keseluruhan, temuan menunjukkan bahwa volatilitas nilai tukar 

tetap menjadi tantangan utama dalam manajemen keuangan, memerlukan strategi adaptif dan berlapis 

untuk mempertahankan daya saing di pasar internasional. 

Kata kunci: Volatilitas nilai tukar, manajemen keuangan, perusahaan berorientasi ekspor, manajemen 

risiko, strategi lindung nilai 

 

INTRODUCTION  

Exchange rate volatility has been 

increasingly recognized as a key factor 

affecting the competitiveness and 

sustainability of export-oriented 

companies. Currency fluctuations 

directly influence firms’ revenues, 

costs, and profitability, particularly for 

businesses that operate across multiple 

markets. Research since 2020 highlights 

that the global trading system has 

become more vulnerable to 
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macroeconomic shocks, making 

exchange rate risks more unpredictable 

than in previous decades (Morina et al., 

2020; Lefatsa et al., 2025; Ogawa & 

Luo, 2025). As a result, firms must 

integrate exchange rate considerations 

into their financial management 

strategies to remain competitive. 

Financial management strategies 

are central in mitigating the adverse 

effects of exchange rate volatility. 

Export-oriented companies rely on 

hedging techniques, liquidity planning, 

and capital structure adjustments to 

safeguard financial performance against 

sudden currency shifts. Recent studies 

show that the use of derivatives and 

natural hedging has grown in 

prominence, particularly in 

manufacturing and technology sectors 

(Milos & Milos, Wen et al., 2021; Yang 

et al., 2022). These approaches allow 

firms to stabilize cash flows and reduce 

exposure to currency-related financial 

risks. 

Global events in recent years, 

such as the COVID-19 pandemic and 

geopolitical tensions, have amplified 

currency fluctuations. These disruptions 

have forced companies to reassess their 

financial resilience and adjust their 

operational strategies. Literature 

suggests that firms with flexible 

financial systems are better positioned 

to adapt, while those with rigid 

structures face higher risks of instability 

(Petitta & Ghezzi, 2025; Xing et al, 

2025; Abuseta et al., 2025). The 

heightened uncertainty underscores the 

necessity of dynamic risk management 

approaches in export-oriented firms. 

The impact of exchange rate 

volatility also varies across regions and 

industries, particularly between 

developed and emerging markets. 

Companies in advanced economies 

generally have greater access to hedging 

instruments and sophisticated financial 

markets. In contrast, firms in emerging 

markets often struggle due to limited 

tools, making them more vulnerable to 

exchange rate shocks. These disparities 

highlight the uneven distribution of 

financial capabilities across global 

economies. 

In addition to financial strategies, 

operational decisions such as pricing 

policies, supply chain diversification, 

and market selection are also influenced 

by exchange rate movements. Firms 

often adjust export prices or shift their 

target markets to offset unfavorable 

currency fluctuations. Such adaptive 

strategies demonstrate the 

interconnectedness of financial and 

operational management in mitigating 

currency risks. 

Moreover, exchange rate volatility 

affects corporate financing and 

investment decisions. Research shows 

that firms exposed to volatile currencies 

tend to reduce long-term investments 

due to increased uncertainty and capital 

costs (Lee, 2024). Conversely, 

companies with effective risk 

management frameworks maintain more 

stable investment patterns. This 

emphasizes the role of exchange rate 

considerations in shaping firms’ growth 

trajectories. 

The evolving global financial 

landscape has also drawn attention to 

sustainable and resilient financial 

strategies. Studies highlight that 

integrating currency risk management 

into broader corporate governance 

frameworks strengthens firms’ ability to 

withstand economic shocks (Rehman et 

al., 2021). Export-oriented firms that 

embed exchange rate strategies into 

decision-making processes are more 

likely to achieve financial stability and 

long-term competitiveness. 

Taken together, recent literature 

underscores the necessity of multi-

layered approaches to managing 
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exchange rate volatility in export-

oriented firms. By combining financial 

instruments, operational adjustments, 

and governance mechanisms, 

companies can mitigate risks and 

sustain their market position. This 

review aims to synthesize key findings 

from the post-2020 literature to provide 

a comprehensive understanding of how 

exchange rate volatility shapes financial 

management strategies. In doing so, it 

contributes to both academic 

discussions and practical insights for 

global business resilience. 

 

METHOD 

This article employs a systematic 

literature review approach to analyze 

the impact of exchange rate volatility on 

financial management strategies of 

export-oriented companies. The review 

focuses on peer-reviewed journal 

articles, conference papers, and reports 

published between 2020 and 2023, 

ensuring the inclusion of recent and 

relevant findings. Databases such as 

Scopus, Web of Science, and Google 

Scholar were utilized to identify studies 

using keywords including exchange 

rate volatility, financial 

management, export-oriented firms, 

and risk management. A total of 

selected studies were screened for 

relevance, and only those providing 

empirical evidence or theoretical 

frameworks directly related to financial 

strategies under exchange rate 

uncertainty were included. The method 

ensures a comprehensive synthesis of 

current knowledge and highlights gaps 

for future research. 

 

RESULT AND DISCUSSION  

Exchange Rate Volatility And 

Corporate Risk Exposure 

Exchange rate volatility 

significantly increases the uncertainty 

faced by export-oriented firms, 

especially those with high foreign 

revenue dependency. Fluctuations in 

currency values directly affect cash 

flows and earnings, leading to financial 

instability (Morina et al., 2020). Firms 

in industries such as manufacturing and 

commodities are particularly vulnerable 

due to their reliance on international 

markets. 

Empirical evidence shows that 

firms with limited natural hedging 

capacity are more exposed to currency 

shocks. Companies that cannot balance 

imports and exports in the same 

currency often experience revenue 

mismatches (Msomi & Muzindutsi, 

2025). This creates higher volatility in 

earnings and reduces investor 

confidence. 

The degree of exposure varies by 

market maturity. Emerging market 

firms often lack access to financial 

instruments, leaving them more 

vulnerable compared to developed 

economies. Such differences highlight 

the uneven distribution of exchange rate 

risk globally. 

 

Hedging as a Primary Financial 

Management Strategy 

Hedging through derivatives such 

as forwards, options, and swaps remains 

the most widely used financial strategy. 

Recent research highlights that firms 

increasingly use currency derivatives to 

stabilize cash flows and protect margins 

(Venegas et al., 2024). These tools 

allow companies to manage risks 

proactively and maintain financial 

predictability. 

However, the effectiveness of 

hedging depends on the sophistication 

of financial markets. Firms in 

developed economies benefit from deep 

financial markets with diverse hedging 

instruments, while those in developing 

markets face cost and access 

constraints. This limits the widespread 
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adoption of hedging in certain regions. 

Studies also note that over-reliance on 

financial hedging may expose firms to 

speculative risks. Improperly managed 

derivatives can amplify, rather than 

mitigate, exchange rate exposure (Li et 

al., 2025). Thus, firms must balance 

financial hedging with other strategies. 

 

Natural Hedging and Operational 

Adjustments 

Beyond financial derivatives, 

many firms adopt natural hedging 

strategies. These include invoicing in 

home currency, balancing foreign 

currency inflows and outflows, and 

diversifying supply chains (Msomi & 

Muzindutsi, 2025). Such approaches 

reduce reliance on external financial 

instruments. 

Research highlights that natural 

hedging is particularly effective for 

small and medium-sized enterprises 

(SMEs). SMEs often lack access to 

complex derivatives, making 

operational adjustments their primary 

defense against volatility. This strategy 

allows them to sustain competitiveness 

in volatile markets. 

Additionally, firms often adapt 

pricing strategies to offset exchange rate 

movements. Adjusting export prices in 

response to currency depreciation helps 

protect profit margins, though it risks 

reducing demand in price-sensitive 

markets. This demonstrates the trade-

offs in operational decision-making 

under volatility. 

 

Exchange Rate Volatility and 

Investment Decisions 

Exchange rate fluctuations also 

influence corporate investment 

strategies. High volatility increases 

uncertainty, discouraging firms from 

undertaking long-term capital projects. 

As a result, companies often delay or 

scale down investment commitments. 

Evidence shows that firms with 

effective risk management frameworks 

maintain more stable investment flows 

despite volatility. Hedging practices and 

strong liquidity reserves allow 

companies to pursue growth 

opportunities even in uncertain 

conditions. This demonstrates the 

importance of integrating financial risk 

strategies with investment planning. 

Conversely, poorly managed 

firms often face capital rationing. The 

inability to manage exchange rate risks 

effectively raises financing costs and 

limits credit access, further constraining 

investment capacity. Thus, exchange 

rate volatility creates both financial and 

strategic barriers to expansion. 

 

Exchange Rate Volatility, 

Governance, and Long-Term 

Resilience 

The literature emphasizes that 

strong corporate governance enhances 

resilience against exchange rate 

volatility. Firms that embed risk 

management into governance 

frameworks show greater adaptability to 

shocks (Ying et al., 2025). Governance 

practices ensure accountability and 

structured decision-making under 

uncertainty. Sustainable financial 

strategies are also linked to exchange 

rate management. Integrating 

environmental, social, and governance 

(ESG) principles into financial planning 

helps firms build trust with stakeholders 

and access stable funding sources. This 

broadens resilience beyond short-term 

currency fluctuations. 

Finally, resilience requires multi-

layered strategies that combine 

financial, operational, and governance 

approaches. Firms that align hedging, 

natural adjustments, and governance 

mechanisms are more likely to sustain 

long-term competitiveness. This 

integrated perspective reflects the 
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evolution of financial management in 

volatile global markets. 

 

CONCLUSION 

Exchange rate volatility remains a 

critical determinant of financial 

performance for export-oriented firms. 

The literature consistently shows that 

fluctuations in currency values increase 

uncertainty, reduce earnings 

predictability, and constrain long-term 

growth potential. Companies with high 

dependence on foreign markets face 

heightened vulnerability, particularly in 

emerging economies with limited 

access to hedging instruments. These 

dynamics make exchange rate risk a 

central concern in global financial 

management. 

To address this challenge, firms 

adopt a mix of strategies, including 

derivative-based hedging, natural 

hedging, and operational adjustments. 

Evidence suggests that companies with 

flexible and diversified approaches are 

better positioned to maintain stability 

during periods of heightened volatility. 

Conversely, firms that rely solely on 

traditional methods without governance 

integration often struggle to manage 

risks effectively. This highlights the 

need for adaptive, context-specific 

financial strategies. 

Finally, resilience against 

exchange rate volatility is not only a 

financial matter but also a governance 

and sustainability issue. Firms that 

integrate risk management into broader 

corporate strategies, including ESG and 

stakeholder engagement, demonstrate 

stronger long-term competitiveness. 

Future research should explore cross-

industry and regional differences more 

deeply to identify best practices in 

volatile environments. Ultimately, 

exchange rate management must evolve 

into a holistic framework that supports 

both financial stability and sustainable 

growth. 
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