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ABSTRACT

With the integration of the world economy, variations in the value of the dollar are becoming a huge challenge
for multinational corporations (MNCs). These changes affect their overall financial performance, operating costs
and their competitiveness in exports. The purpose of the present study is to examine the impact of currency
depreciation on economy and the strategic response of multinational firms in Malaysia, US and China. Secondary
data obtained from World Bank, International Monetary Fund (IMF), Bank Negara Malaysia, and international
economic and finance reports for the period 2021-2025 were utilized. A qualitative descriptive approach was
employed. We reviewed the literature, exchange rate movements and economic data to see the impact of currency
changes on the functioning and decisions of multinational businesses. The long-term fluctuations in the exchange
rate have a huge effect on how successful enterprises are, how they trade with other nations, how they plan their
investments and how efficiently they run their businesses. It is becoming increasingly difficult for multinational
corporations to do business and manage their finances internationally, which could make them less competitive
in global markets. To address these issues, firms are increasingly adopting various foreign exchange risk
management strategies such as hedging, price adjustments, employing multiple currencies, and restructuring
their supply chains. These measures generally increase the resilience of companies to economic unpredictability
and reduce their exposure to exchange rate risks. In conclusion, currency volatility is one of the important factors
influencing the performance and competitiveness of international organizations. The study points to the
importance of strategic adaptation and effective foreign currency risk management in maintaining a strong
economy in the long run and remaining ahead of the competition in an increasingly uncertain economic
environment.

Keywords: Exchange Rate Volatility; Multinational Corporations; Foreign Exchange Risk Management;
Hedging Strategies; Economic Resilience.

INTRODUCTION

The fluctuation in dollar value has become one of the biggest economic challenges faced by multinational
enterprises (MNCs) in the current global business world. International markets, cross-border trade and digital
financial systems are becoming more interconnected. This exposure makes multinational corporations more
vulnerable to currency fluctuations and instability in global finances. Exchange rates uncertainty can affect
international trade, foreign direct investment (FDI), costs of manufacturing, operational efficiency and revenues
of companies. This is especially true for enterprises that operate in multiple currencies and economic regions
(Aizenman et al., 2023; IMF, 2024). As globalization continues to expand, international companies must
continually adjust their business strategies and financial policies in order to remain competitive in an ever-
changing economy.

Over the last few years, the global economy has been hit hard by geopolitical conflicts, inflationary pressures,
the recovery from the pandemic and policies that constrain money, and these have led to large shifts in exchange
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rates between the world’s major countries. The strengthening of the US dollar, changes in the value of the
Chinese yuan and the dropping value of numerous emerging market currencies have all had a substantial impact
on the performance of overseas firms and collaboration between countries (World Bank, 2024). Exchange rate
changes directly affect production costs, pricing strategy, supply chain management, and profit generating for
enterprises that import or ship. Therefore, multinational corporations are more and more resorting to strategic
adaption techniques such as market diversification, financial hedging, operational restructuring and digital
financial technology to minimize economic risks and stay profitable in global marketplaces.

Much research has been conducted in international economics and business on the relationship between changes
in the exchange rate and the performance of international business. This has been shown to undermine investor
confidence, create an environment of increased operational uncertainty, and hamper international trade
cooperation (Bénétrix et al., 2023; Fang & Miller, 2024). However, some multinational companies have proved
that they are strong by utilizing flexible economic strategies and creating better international relationships to
cope with currency changes. So, strategic adaptability has become a crucial element of continuing operations
and making money over the long term in the global corporate ecosystem.

There has been much talk of the instability of exchange rates but most of the studies so far have focused on
macroeconomic consequences, financial markets or one country at a time. Little discussion has been held on
how multinational corporations adjust their strategy to varied economic contexts, notably developed versus
emerging countries. In addition, earlier work has focused on financial performance, ignoring the interaction of
global cooperation and operational adaptation within the same analytical framework. This leaves a gap in the
body of research that attempts to establish how multinationals might deal with volatile exchange rates to sustain
their global operations.

“Countries like Malaysia, the US and China are good examples to study changes in exchange rates and how
multinational strategies can adapt, because of their important roles in international trade and economic
cooperation.” The strength of the US dollar in international trade has kept the US as the most important financial
power in the world. China, in contrast, continues to thrive as a large manufacturing and export economy.
Malaysia is a growing economy that is highly dependent on foreign trade, and is therefore especially susceptible
to changes in global markets and exchange rates. A good example of how multinational corporations can adapt
to multiple financial and economic systems is the way the economies of these countries interact with each other.

Therefore, this study aims to explore the impact of dollar valuation changes on the bottom lines of multinational
corporations and their strategic adjustment to maintain their enterprises in difficult global economic settings.
This study seeks to know more about the cooperation between Malaysia, US and China for improving financial
stability and operating sustainability. The current study adds to the previous literature on global business
sustainability and multinational economic resilience by integrating the theme of international economic
perspectives with strategic adaptability of corporates.

RESOURCE-BASED VIEW (RBYV)

The Resource-Based View (RBV) approach argues that a firm’s competitive advantage and its survival over
time are based on the firm’s resources and its capabilities. Barney (1991) argues that if a company has resources
that are precious, rare, distinctive and irreplaceable, it has a long-term competitive advantage. International
companies’ value strategic skills such as financial management, innovation, flexibility in operations and
connecting with people from different parts of the world as tools to deal with external economic uncertainties
such as changes in exchange rates.

RBYV has been widely utilized in the studies of international business and strategic management to demonstrate
how organizations use their own strengths to stay successful in the context of fast changing economic
circumstances (Kraaijenbrink et al., 2010). Multinational organizations that conduct business in several countries
are extremely sensitive to foreign exchange risks because of shifting currency values, international deals and
operational operations that take place across borders. This makes it easier for organizations with more strategic
resources and flexibility to manage operational issues arising from volatile currencies.
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Prior research indicates that multinational enterprises are progressively depending on their own strategic
resources, including expertise in financial hedging, digital financial systems, diversified supply chains, and
international market experience, to mitigate exchange rate risks and enhance the sustainability of their operations
(Teece et al., 2016; Verbeke & Yuan, 2022). RBV further states that organizations which are able to combine
strategic resources with strong decision-making tools are more likely to be able to remain profitable and
competitive during periods when the economy is unsure. In this research, we use the RBV to provide a
perspective on how multinational corporations employ their strategic resources and talents to deal with
fluctuations in exchange rates and preserve the strength of their operations in global marketplaces.

STRATEGIC ADAPTATION THEORY

The Adaptation Theory of strategy explains how firms adjust their structures, operations and strategy choices to
changes in their external contexts. To remain competitive and in business, according to Miles and Snow (1978),
firms must continually adapt to changes in the market, technology, politics and economy. Multinational
corporations operate in very volatile international business environments that are affected by fluctuations in the
value of the dollar, uncertainty in the geopolitical arena, rising pricing, and an unstable worldwide market. This
makes the strategic adaption of these organizations even more critical.

Multinational organizations confront major operational and financial difficulties when currency rates fluctuate.
Foreign currency movements have a direct impact on production costs, international prices, investment
decisions, import-export operations and money making (Demir, 2021). Thus, multinational firms employ
adaptable techniques including extending their regional markets, hedging their currency exposure, altering prices
and employing digital financial management to sustain high operating efficiency and reduce currency-related
risks.

Some research (Fang & Miller, 2024; Kirecci, 2025) has revealed that strategic adaptation is useful for
multinational corporations. In volatile global marketplaces, organizations which are better at adjusting are more
likely to be able to keep their funds safe, keep their operations running and stay competitive. Strategic adaptation
also encourages cooperation among multinational organizations by compelling them to enhance their
international relationships, diversify their investments and modify their operational structures so that their
enterprises can endure for a long period.

This paper applies the Strategic Adaptation Theory to describe the strategic response of multi-national
corporations to the volatility of exchange rates and the dynamic global economic environment. The theory
supports the notion that there is a need for strong adaption mechanisms to keep multinational enterprises
functioning smoothly and lower the foreign exchange risks. Strategic adaptation also encourages cooperation
among multinational organizations (Verbeke & Yuan, 2022).

INTEGRATION OF THEORIES

This study integrates the Resource-Based View (RBV), Dynamic Capabilities Theory, Strategic Adaptation
Theory, and Exchange Rate Exposure Theory to explain how multinational corporations respond to exchange
rate volatility and global economic uncertainty. RBV emphasizes the importance of internal strategic resources
and organizational capabilities, while Strategic Adaptation Theory explains firms’ responses to external
economic uncertainty and environmental changes. The integration of these theories provides a comprehensive
understanding of how multinational corporations utilize strategic resources, adaptive mechanisms, and
multinational cooperation to sustain operational resilience, financial performance, and long-term
competitiveness during periods of currency instability.

EXCHANGE RATE EXPOSURE THEORY

Exchange Rate Exposure Theory explains the impact of fluctuations in exchange rates on cash flows, assets,

liabilities, revenue and operational operations, therefore affecting the value and performance of multinational

organizations. Adler and Dumas (1984) define exchange rate exposure as the degree to which the value of a
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corporation is affected by unexpected exchange rate changes. The idea identifies three basic categories of
exposure; transaction exposure, translation exposure and economic exposure. Economic exposure is the long-
term effect of changes in exchange rate on a company's competitiveness and on future cash flows. Transaction
exposure is the result of contractual cash flows in foreign currencies. Translation exposure arises from the
translation of the financial statements of foreign subsidiaries into the reporting currency of the parent company.
Effective management of currency rate risk is critical for multinationals that are serious about ensuring
operational sustainability and financial stability in global markets (Adler & Dumas, 1984; Shapiro, 2014).

Exchange rate risk has gained increasing importance in a global business environment in which multinational
organizations are conducting business in multiple currencies and markets. Previous research indicates that firms
with superior financial abilities, extensive overseas activities, and effective hedging techniques are better able to
reduce the adverse impact of currency fluctuations on corporate value and profitability (Bartram et al., 2010;
Madura, 2020).

DYNAMIC CAPABILITIES THEORY

Dynamic capabilities theory (Teece et al., 2016) explains the ability of an organization to integrate, build and
reconfigure internal and external competences to respond to rapid changes in the environment. In order to adapt
to economic uncertainty, multinational organizations must have the ability to constantly adjust their operational
structures, financial strategies, and global business networks to exchange rate volatility. Dynamic capabilities
are also essential for firms to remain competitive by identifying changes in the environment, understanding
strategic opportunities, and translating organizational resources into sustainable competitive advantages.

LITERATURE REVIEW
Exchange Rate Volatility and Multinational Performance

One of the most widely discussed issues in international business and economics is the instability of the exchange
rate, because it has a profound impact on the financial performance, survival, and competitiveness of enterprises
in foreign nations. The growing integration of global markets and cross-border commerce raises the likelihood
of multinational enterprises to experience foreign exchange risks and economic instability (Nobanee et al., 2022).
Many multinational enterprises operating in a variety of currencies are highly exposed to unpredictable exchange
rates. This is due to the fact that currency value changes affect international transactions, investment decisions,
production costs, pricing tactics, and overall success of their global revenue directly.

Previous studies have demonstrated that variations in the dollar value have a detrimental effect on multinational
corporations as they increase uncertainty in operations and reduce their financial success. According to Bénétrix
et al. (2023), fluctuating currency rates reduce investors’ confidence and break the stability of international
financial markets. Fang and Miller (2024) also argued that the unpredictable currency rates increase the cost of
transactions, disrupt multinational supply chains, and impair the performance of international companies.
Changes in currencies can also make it difficult for multinational organizations to keep their operational
strategies and their long-term finances consistent in the ever-changing worldwide marketplaces. Excessive
depreciation may cause increases in import expenses (Fang & Miller, 2024).

Several studies have also shown that the effect of currency depreciation or appreciation on foreign enterprises'
economies is distinct. If a currency depreciates, it can make exports more competitive by making items cheaper
on international marketplaces, therefore creating additional selling opportunities abroad (Demir, 2025). On the
other hand, an appreciating currency can reduce the cost of imports but harm the performance of exports and
reduce the competitiveness of multinational enterprises in global marketplaces. This demonstrates how changes
in the dollar’s value can work for or against global enterprises that trade in places where everything is highly
interconnected.

New research shows that inflationary pressure, geopolitical crises, oil sector disruptions and monetary tightening

policies have made currency rates more volatile in both developed and emerging countries (IMF, 2024).

Multinational corporations are still less safe to conduct their businesses and spend as global interest rates and
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economic uncertainty rise, Kirecci (2025) says. The volatile market requires multinational enterprises to make
their organizations more flexible and responsive to maintain their operations on the move.

Furthermore, previous research has demonstrated that multinational organizations are increasingly resorting to
strategic adaptation approaches to mitigate their foreign exchange risks and make their operations more resilient.
Strategic adaptation means modifications in an organization to respond to environmental change and economic
uncertainty (Miles & Snow, 1978). Multinational organizations adopt adaptable measures to mitigate the
consequences of exchange rate fluctuations. Such strategies include financial hedging, pricing adjustments,
operational restructuring, digital financial management, supply chain diversification, and expansion into new
international markets (Verbeke & Yuan, 2022). In an unpredictable environment, organizations that adapt better
will be more likely to continue to make money, improve operational efficiency and remain competitive in the
long run.

Several academics also highlighted the importance of strategic resources and organizational skills in order to
improve the resilience of multinational firms. According to the Resource-Based View (RBV), firms with
significant internal resources such as technological competence, financial competence, and worldwide
operational networks are more capable of managing operational uncertainty and sustaining competitive
advantage (Barney, 1991). Besides, organizations with experience in more countries and more overseas
experience are better capable to adjust their plans to unstable economies and changing market conditions.

International teamwork is also becoming increasingly vital to support multinational businesses in times of
currency fluctuations. According to Verbeke and Yuan (2022), long-term changes in currency rates make it more
difficult to manage multinational supply chains. Knowing people in many nations helps companies keep their
business going and makes it easier for them to cope with economic challenges that hit numerous countries and
financial systems.

More work has to be done on exchange rate volatility and the success of international enterprises, even though
there have been many arguments concerning these matters. Most prior research focused solely on
macroeconomic data, stock market reactions, or country-by-country analyses. There is a growing body of
research about exchange rate volatility. However, few studies have explored the nature of currency rate changes,
strategic adaptation mechanisms and multinational collaboration simultaneously in a comparative context with
developed and emerging countries. The link between internal organizational reactions and external economic
shocks is not well understood and most existing research has focused on either macroeconomic outcomes or
financial performance. This study fills this gap by including strategic flexibility, exchange rate volatility and
international cooperation into a single analytical paradigm.

RESEARCH GAP

There has been a lot of research done on exchange rate volatility and success of multinational enterprises, but
much of the research has focused on macroeconomic results, reactions of financial markets or country
investigations. There has not been much research on how multinational corporations strategically respond to
changes in exchange rates in different economic circumstances while using their own organizational strengths
and methods for countries to cooperate. Moreover, few studies have investigated the currency rate exposure,
strategy adaptation and resilience of multinationals in a comparative perspective between developed and
emerging nations. This study seeks to address the gap by investigating on how Multinational Companies (MNCs)
in Malaysia, US and China have to cope with the dynamic currencies through strategic adaption techniques in
order to be competitive and operationally sound in the long run.

RESEARCH FRAMEWORK

The conceptual framework integrates the Resource-Based View (RBV), Dynamic Capabilities Theory, Strategic
Adaptation Theory, and Exchange Rate Exposure Theory to explain how multinational corporations respond to
exchange rate volatility and global economic uncertainty. According to Barney (1991), RBV emphasizes the
importance of strategic resources and organizational abilities to remain competitive during economic instability.
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Alternatively, Strategic Adaptation Theory states that firms continuously adapt their business decisions,
operational structure, and financial strategies to changes in the market and the environment (Miles & Snow,
1978).

The dollar’s value swings affect the performance of multinational corporations. Operational uncertainty
influences factors such as costs of production, pricing strategies, choices relating to international investments,
and management of supply chains. Consequently, international companies are increasingly resorting to strategic
adaption techniques, such as financial hedging, pricing adjustments, operational reorganization and supply chain
expansion, to decrease foreign exchange risks and maintain financial stability. International cooperation is also
vital to strengthening international partnerships, improving resource sharing and improving business resilience
in the long run. Therefore, the theoretical framework developed for this study is depicted in Figure 1. It explains
the relationship between volatile exchange rates, strategic adjustment, global collaboration, and long-term
success of multinational enterprises.

The suggested framework suggests that the key outside economic factor that impacts the operational and
financial stability of multinational corporations is the changes in the value of the dollar. The changes in exchange
rates have a direct impact on importing and exporting, production costs, pricing tactics in other countries,
investment plans, and the quantity of earnings globally (Bénétrix et al., 2023; Fang & Miller, 2024). According
to the IMF (2024), volatile exchange rates make it harder for global enterprises to operate in countries with
different currencies and economies. “Operational uncertainty” in this context refers to the challenges
multinational organizations encounter in carrying out their business operations when currencies fluctuate.

Fluctuations in the currency rate can make it more difficult to govern the supply chain, increase costs, reduce
earnings, and reduce countries’ competitiveness in the global market (Demir, 2025). Therefore, international
enterprises need to strengthen the quality of their strategic decision-making and organizational agility to counter
the adverse consequences of foreign exchange risks (Verbeke & Yuan, 2022).

FIGURE 1: CONCEPTUAL FRAMEWORK

Global Economic Volatility, Exchange Rate Volatility, Internal Capabilities,
Strategic Adaptation Mechanisms and Corporate Outcomes
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Figure 1 presents the conceptual framework of the study. It illustrates how multinational corporations are
exposed to operational and financial risks arising from exchange rate volatility due to global economic
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instability. Businesses deal with these issues using internal organizational capabilities derived from the
Resource-Based View (RBV) and Dynamic Capabilities Theory that assist the use of strategic adaptation
mechanisms. Then, these adaptive practices affect corporate outcomes like operational sustainability,
competitiveness and financial resilience. The paradigm highlights the interplay of organizational capabilities,
strategic responses and external economic factors on the success of multinational firms.

The theory also implies that strategic adaptation is a key means of coping with fluctuating exchange rates. The
business world has certain strategies for adjusting to change such as financial hedging, shifting prices, supply
chain diversification, practical restructuring, digital financial management and market growth (Miles & Snow,
1978; Kirecci, 2025) These adaptive mechanisms allow foreign enterprises to make their operations more stable,
safeguard their finances and be competitive in the long run, even while the economy is uncertain.

Countries are also expected to cooperate as an important strategic feature of the system. Multinational
corporations operating together internationally aid in sharing resources, working together on technology,
making investments together and developing the global market (Verbeke & Yuan, 2022). The structure will
eventually lead to international organizations that can survive and handle their finances efficiently. Barney
(1991) stated that the company who has a better strategic resource, the ability to adapt and multinational
cooperation is more likely to be able to run their operations smoothly, improve their financial performance and
be competitive in the long run even though the exchange rate changes. Therefore, the framework demonstrates
the importance of the joint consideration of strategic resource management and flexible business strategies in
order to improve the resilience of international companies in constantly changing global markets.

METHODOLOGY

The study adopted a qualitative descriptive research approach and secondary economic data analysis to
investigate the impacts of exchange rate fluctuations on multinational organizations and their coping methods to
continue their operations in unpredictable global economic settings. This paper does not focus on primary survey
methods but on economic trends, responses of multinational corporations and their changes in strategy. The study
applies existing economic reports, official statistics and international financial databases. It suggests that a
qualitative descriptive method is the best way to go (Johnston, 2017). The method also allows us to think about
the actions of global corporations and the duration of their operations in an ever-changing international economy.
Secondary data were gathered from many reliable international and national sources such as the World Bank, the
International Monetary Fund (IMF), Bank Negara Malaysia (BNM), the Department of Statistics Malaysia
(DOSM) and international economic journals between 2021 and 2025. Official databases contain data on foreign
direct investment (FDI), success of international trade, long-term viability of multinational enterprises in
developed and developing countries, inflation and currency rate fluctuations. The chosen time frame includes
some of the biggest issues that affected the world economy, such as the recovery from the pandemic, geopolitical
unrest, inflationary pressure, problems in the supply chain and policies that made money tighter. All these made
exchange rates more volatile and increased international financial uncertainty.

The main focus of this study is the main countries of Malaysia, US and China based on their large role in
international trade, cooperation between countries and economic influence in the world. The United States was
picked because the US Dollar (USD) is still the most important worldwide reserve currency and has a big impact
on international business and financial markets. China was chosen because it has one of the largest economies in
the world for manufacturing and exports, and this has a huge impact on the world’s supply chain and the success
of international trade. Malaysia, on the other hand, has a developing economy that is heavily dependent on
international trade and foreign investment. This makes it particularly susceptible to changes in the exchange rate
and economic uncertainty in other countries. Collectively, these countries represent developed and emerging
economies with distinct economic structures, allowing meaningful comparison of multinational corporate
responses to exchange rate volatility under different institutional and market conditions.

The study considered many economic variables including: currency rate fluctuations, inflationary tendencies,
foreign direct investment (FDI), international trade performance and multinational companies’ operations. The
paper also examines how multinational corporations alter their strategy to manage their foreign exchange risks
and operational unpredictability. Their activities include financial hedging, price change, supply chain
diversification, operational restructuring, digital financial management and collaboration across borders.
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The data collected was analysed using descriptive and comparative analysis. Pattern matching of the currency
rates, long-term sustainability of the foreign activities and financial performance of the selected nations was done
using descriptive analysis. Also, the changes in the currencies of Malaysia, the US and China throughout time,
their economies and the ways they adjusted their strategy as a global group might be noted. The analysis was
interpreted through the Resource-Based View (RBV), Dynamic Capabilities Theory, Strategic Adaptation
Theory, and Exchange Rate Exposure Theory to explain how multinational corporations respond to exchange
rate volatility and global economic uncertainty. In order to give more strength to the empirical meaning of the
study, the study employed tables and graphs to illustrate the changes in the exchange rates over time and their
impact on the economies of the selected nations, as well as how multinational tactics can be adapted to the new
circumstances. The combination of the use of secondary economic data and comparative analysis and theoretical
interpretation makes it simpler to comprehend how multinational corporations deal with unpredictable exchange
rates and remain competitive in highly interconnected global economies.

Although comparative case study and mixed-method approaches may provide richer empirical insights, the
present study adopts a qualitative descriptive approach to provide a broad comparative understanding of exchange
rate volatility and strategic adaptation among multinational corporations across different economic environments.

COUNTRY SELECTION

In addition, the countries selected represent different institutional systems and economic categories. The United
States is an example of a developed economy issuing the world’s reserve currency. Malaysia is an upper middle-
income economy that is trade-dependent. China is a major developing economy and an industrial hub in the
world. This heterogeneity allows for a realistic comparison of the behaviour of multinational firms to exchange
rate volatility in different institutional and economic contexts.

EXCHANGE RATE TRENDS AND ECONOMIC VOLATILITY

According to the results, changes in the value of the dollar had a big effect on the operational stability and
financial sustainability of multinational companies from 2021 to 2025. The international currency markets went
through big changes because of things like global economic instability, inflationary pressure, geopolitical
conflicts, the recovery from the pandemic, and policies that tightened money supply. The value of the US Dollar
(USD) went up, while the value of several emerging market currencies went down. This made things harder for
multinational companies, especially those that work in industries that depend on imports and do business across
borders.

Table 1: Exchange rate Trends Between Malaysia and China Against the USD (2015-2025)
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Source: Authors’ compilation based on World Bank (2025), International Monetary Fund (2025), and Bank
Negara Malaysia (2025). Note: The figures presented are compiled from secondary sources and intended to
illustrate long-term exchange rate trends.
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Table 1 illustrates the change in value of the Malaysian Ringgit (MYR) and Chinese Yuan (RMB) against
the US Dollar (USD) from 2015 to 2025. The data indicate that both currencies fluctuated within the time
period selected. These included changes in the world economy, difficulties in international commerce,
inflationary pressures and changes in the monetary policies of the main countries. In 2015, the Malaysian
Ringgit was MYR3.79/USD and the Chinese Yuan was RMB6.23/USD. This happened at a time when the
global economy was slowing down due to declining product prices. Both currencies fell more in 2016 as the
USD gained stronger as people believed US interest rates would rise. The Ringgit strengthened to
MYR4.03/USD and the Yuan weakened to RMB6.64/USD. The trend continued in 2017 with the Ringgit
plummeting to MYR4.20/USD and the Yuan to RMB6.75/USD. This occurred because of small variations
in the value of all currencies worldwide and unpredictable international financial conditions.

But in 2018 and 2019, the market stabilized a little bit. The Malaysian Ringgit appreciated from MYR4.20/USD
in 2018 to MYR4.14/USD and further appreciated in 2019 to MYR4.09/USD. The Chinese Yuan has been a bit
of a yo-yo with trade issues between the US and China getting worse. It depreciated to RMB6.90/USD in 2019
from RMB6.62/USD in 2018. These considerations indicate that trade disputes and volatile geopolitics
contributed significantly to the exchange rate and insecurity level in international markets during that period. The
COVID 19 virus in the year 2020 caused serious problems in the world economy and increased instability in the
worldwide financial markets. The Malaysian Ringgit dropped to MYR4.15/USD while the Chinese Yuan was
little changed at around RMB6.90/USD. During this period, operational issues for multinational firms were
caused by constraints associated to the epidemic and an economic slowdown, a decline in global demand, supply
chain instability and diminished investment trust.

The statistics also reveal that exchange rate volatility increased from 2021 to 2024, while the world was still
recuperating from the pandemic. The Malaysian Ringgit has depreciated considerably from MYR4.15/USD in
2021 to MYR4.70/USD in 2024. Similarly, the value of the Chinese Yuan changed from RMB6.45/USD in 2021
to RMB7.10/USD in 2024. This trend was driven by a combination of factors including rising inflation,
aggressive monetary tightening policies in the US, geopolitical conflicts and the growing dominance of the USD
in international financial markets. These factors increased the expenses of import dependency, increased
operational costs and increased foreign debt for multinational businesses doing business in emerging countries.
In 2025, there were a few minor moves toward stability. The Malaysian Ringgit was a bit firmer at
MYR4.68/USD, and the Chinese Yuan was a bit firmer at RMB7.05/USD. The trend towards stability has been
attributable to the policy improvements, better economic recovery and stronger financial interventions by
governments and central banks to reduce currency volatility and increase trust in the international market. Overall,
the results suggest that long-run changes in the dollar value have a large effect on the long-run operations,
financial planning and overseas commercial performance of multinational businesses. Currency instability
diminishes the predictability of business and increases the dependence of multinational corporations on strategic
adjustment mechanisms such as financial hedging, price changes, diversification of the supply chain, and cross-
border cooperation to remain competitive in an ever-changing world economy.

The results also demonstrate that the Malaysian Ringgit was more volatile than the Chinese Yuan over the
selected time period. This is because Malaysia is more subject to economic shocks from other nations, outflow
of international capital, fluctuations in product pricing and reliance on trade with other countries. As for China,
it kept a far tighter rein on its exchange rate through government intervention and careful supervision of its
monetary policy. This helped to keep the Chinese Yuan steadier, even with the uncertainty of the world economy.
These variations suggest that developed and emerging economies are neither as robust nor as policy-flexible in
terms of dealing with unpredictable currency rates and keeping international enterprises afloat. The data also
indicate that dollar value in the long run has a huge impact on the long-range strategies and competitiveness of
multinational corporations in other countries. Businesses operating in very volatile markets are finding it harder
and harder to control expenses, predict overseas sales and handle foreign debt. Therefore, multinational
companies are paying more attention to strategic flexibility, digital financial management, multinational
cooperation and different forms of operating structures to strengthen their financial stability and to sustain their
business in the ever-changing world economy.
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EXCHANGE RATE TRADE TRENDS BETWEEN MALAYSIA AND CHINA

AGAINST THE UNITED STATES DOLLAR (2015-2025) — -" _ﬁ—
This figure illustrates the annual average exchange rates of the Malaysian Ringgit (MYR/USD) & j
and Chinese Yuan (CNY/USD) from 2015 to 2025.
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Figure 2: Exchange Rate Volatility Trends between Malaysia and China against the United States Dollar
(2015-2025)

Figure 2 also shows that the exchange rate volatility has become more relevant at periods of global economic
disruption, particularly during the COVID-19 pandemic and the post-pandemic recovery period from 2020-2024.
The US dollar appreciation in the face of the Federal Reserve aggressive monetary tightening policies put further
depreciation pressure on the Malaysian Ringgit and the Chinese Yuan. These conditions exacerbated operational
uncertainty for multinational firms through increased prices of imports, unpredictable international pricing
structures, and increased foreign financial responsibilities. The results suggest that multinationals operating in
emerging economies were more financially vulnerable as they were more dependent on imported resources,
foreign funding, and cross-border trade operations.

Moreover, as shown in Figure 2, the lengthy duration of currency instability has impacted the strategic decision-
making process and operational sustainability of multi-national firms in international markets. More and more
companies adopted flexible business strategies, such as financial hedging, diversification of supply chains,
restructuring of operations and cooperation with multinationals, in order to limit foreign exchange risk and stay
competitive in the long run. The figure also shows that, despite some stabilization efforts in 2025, exchange rate
volatility remains a significant challenge to the financial resilience, investment planning and global operational
continuity of multinational corporations in highly interconnected economic environments.

Also, Figure 2 illustrates the strong correlation between exchange rate fluctuations and the general
macroeconomic conditions and global financial stability. The performance of currencies in established and
emerging economies continues to be influenced by volatility in inflation rates, global commodity prices,
geopolitical tensions and international capital flows. These conditions suggest that multinational corporations
cannot rely solely on traditional financial management approaches, but need to enhance strategic flexibility,
digital financial capabilities, and international collaboration to improve operational resilience and sustain long-
term business sustainability in increasingly volatile global economic environments.
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Table 2: Major Economic Implications of Exchange Rate Volatility among Multinational Corporations

i 1
ECONOMIC IMPLICATIONS OF EXCHANGE RATE VOLATILITY
ON MULTINATIONAL CORPORATIONS

ECONOMIC FACTOR

CURRENCY DEPRECIATION
Local currency weakens against
the USD.

CURRENCY APPRECIATION
Local currency strengthens
against the USD.

INFLATIONARY PRESSURE
Rising general price levels in the
economy.

SUPPLY CHAIN DISRUPTION
Interruptions in the flow of goods,
services, and logistics.

STRONG USD

The US Dollar strengthens
significantly.

RISING INTEREST RATES

Higher interest rates by major
central banks.

GLOBAL ECONOMIC UNCERTAINTY
Unstable global economic and
geopolitical conditions.

2R 28 2R 2N B 2R

This table summarises key economic factors influenced by exchange rate volatility
and their implications for multinational corporations.

00006 EC

:’:‘i‘f@
IMPACT ON MULTINATIONAL CORPORATIONS

HIGHER IMPORT AND OPERATIONAL COSTS
Increases the cost of imported raw materials, machinery,
and intermediate goods, leading to higher production costs
and lower profit margins.

REDUCED EXPORT COMPETITIVENESS

Goods and services become more expensive in international
markets, reducing demand and affecting market share

and revenue.

INCREASED PRODUCTION EXPENDITURE
Higher wages, raw material prices, and energy costs increase
total production costs and reduce operational efficiency.

OPERATIONAL UNCERTAINTY

Delays, increased logistics costs, and shortage of inputs
disrupt production planning and affect timely delivery
and customer satisfaction.

FINANCIAL PRESSURE ON EMERGING ECONOMIES
Increases the burden of USD-denominated debt, import costs,
and capital outflows, weakening cash flow and financial stability.

REDUCED INVESTMENT CONFIDENCE
Higher borrowing costs and financing expenses reduce investment
appeal and delay expansion or new project decisions.

DISRUPTED STRATEGIC BUSINESS PLANNING
Uncertainty affects demand forecasts, long-term planning,
and strategic decision-making across international operations.

Source: Authors’ compilation based on
World Bank (2025), IMF (2025), and
multinational economic reports (2025).

KEY TAKEAWAY: Exchange rate volatility creates multiple economic challenges that affect the cost structure, compatitivaness,
financial stability, and strategic operations of multinational corporations.

= 2=

Source: Authors’ compilation based on World Bank — World Development Indicators (2025), International
Monetary Fund International Financial Statistics (2025), and multinational economic reports (2025).

The main economic consequences of exchange rate fluctuation for multinational firms operating in international
markets are presented in Table 2. The results of the study reveal that currency value movements have a substantial
impact on the cost of operations, financial stability, international competitiveness and strategic business planning
of multinational firms. For multinational firms operating in many industries and economic situations, exchange
rate volatility presents both direct and indirect economic issues. In Table 2, currency depreciation raises import
dependence expenses and operational costs for multinational companies with a high level of dependence on
imported raw materials, machinery and international transactions. When local currencies decline against the
United States Dollar (USD), it results in greater import costs and foreign financial commitments for multinational
firms, leading to increased production costs and reduced profit margins. These are particularly difficult situations
for developing countries largely dependent on global trade and international financial operations.

On the other hand, the appreciation of the currency decreases the competitiveness of the exports since goods and
services produced in the country become comparably more expensive in the foreign markets. This could result in
lower demand for exports by multinationals, lower market share and lower foreign revenue performance. The
results further reveal that inflationary pressure raises the aggregate production costs through inflating labour
costs, transportation costs, energy prices and operating overhead costs. These factors are averse to operational
efficiency and place financial strain on multinational firms operating in volatile economic situations. Table 2
clearly shows that supply chain interruption is a substantial source of operational uncertainty for multinationals.
Disruptions in logistics activities, shortages of production inputs and delays in international transportation effect
negatively the production planning and business continuity. At the same time, the USD appreciation raises the
financial burden for emerging economies as multinationals become more sensitive to foreign debt, capital flight
and higher import prices. In addition, the rise of global interest rates leads to a reduction of investment confidence
and an increase in financing costs of multinational organizations, limiting the ability of firms to grow company
operations and maintain long-term investment activities. The global economic uncertainty adds complexity to the
strategic planning of company activities. Multinational firms encounter difficulty in predicting market demand,
controlling operational risks, and remaining globally competitive under economic instability.
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In overall, the results in Table 2 show that exchange rate fluctuation poses multifaceted economic problems to
multinational firms in terms of their operational sustainability, financial resilience and strategic decision-making
processes. This leads to multinational corporations focusing more on strategic adaptation mechanisms such as
financial hedging, operational restructuring, diversifying supply chains and multinational cooperation to
minimize foreign exchange risks and ensure the long-term performance of their businesses in the face of volatile
global economic environments.

STRATEGIC ADAPTATION AMONG MULTINATIONAL CORPORATIONS

Results indicate that multinational firms are increasingly employing strategic adaptation strategies to reduce the
adverse effects of exchange rate volatility and to maintain operational performance in an ever-changing global
economic environment. Strategic adaptation has become a core company strategy as long-term currency volatility
directly affects operational sustainability, international competitiveness, financial resilience, and long-term
investment planning. Thus, multinational firms operating across different currencies and foreign marketplaces
need to enhance organizational flexibility and strategic responsiveness to manage economic unpredictability more
effectively.

The results also reflect the increased focus of multinational companies on strategic flexibility and operational
diversification to enhance long-term business sustainability during the periods of exchange rate turbulence. The
companies working in extremely unpredictable international markets are more and more put to the test regarding
the stability of operational costs, the management of foreign financial commitments and the sustainability of
international competitiveness. Thus, the multinational firms are regularly re-structuring their operational
structures and strategic business processes to improve organizational flexibility and financial resilience in a
dynamic global economic environment.

Moreover, multinational cooperation and digital finance skills have gained greater importance in supporting the
adaptive strategies and operational continuity of multinational firms. Multinational companies are leveraging
strong international connections, technological collaboration, and digital financial systems to strengthen strategic
decision-making, manage foreign exchange exposure and respond more effectively to global economic
disturbances. Such adaptive mechanisms are important in maintaining operational resilience and long-term
competitiveness of multinational firms in highly interrelated global markets.

Table 3: Strategic Adaptation Mechanisms Among Multinational Corporations

éi‘“; STRATEGIC ADAPTATION MECHANISMS AMONG /
EE MULTINATIONAL CORPORATIONS j_l_l_l@

This table presents key strategic adaptation mechanisms used by multinational corporations
to mitigate the impact of exchange rate volatility and strengthen business resilience.

STRATEGIC ADAPTATION | PURPOSE
FINANCIAL HEDGING REDUCE FOREIGN EXCHANGE RISK

Use of financial instruments such as forward Minimize potential losses from unfavorable
contracts, options, and swaps to manage currency movements and stabilize
foreign exchange exposure. financial performance.

PRICING ADJUSTMENT MAINTAIN PROFITABILITY

Adjust product or service prices in response Protect profit margins and maintain
to currency fluctuations and changes in competitiveness in both domestic and
market conditions. international markets.

SUPPLY CHAIN DIVERSIFICATION REDUCE OPERATIONAL DEPENDENCY
Diversify suppliers and production locations Lower supply chain risk, ensure continuity,

to reduce dependency on specific countries and reduce the impact of regional disruptions
or volatile markets. or currency volatility.

6
@*

IMPROVE REVENUE SUSTAINABILITY
Increase market presence and reduce
vulnerability to economic downturns in
specific regions.

o 3

&%
- &

MARKET EXPANSION

Expand into new international markets to
diversify revenue sources and reduce reliance
on a single economy.

DIGITAL FINANCIAL SYSTEMS

Utilize digital technology and real-time data
analytics to monitor currency movements
and financial exposure.

OPERATIONAL RESTRUCTURING
Reconfigure business processes, optimize
resources, and streamline operations to
improve efficiency.

MULTINATIONAL COOPERATION
Collaborate with global partners, strategic
alliances, and industry networks to strengthen
collective resilience.

IMPROVE OPERATIONAL MONITORING

Enhance decision-making, in forecasting

accuracy, and improve financial transparency
across operations.

IMPROVE BUSINESS FLEXIBILITY
Increase adaptability to external changes
and enhance cost efficiency during
economic uncertainty.

STRENGTHEN BUSINESS RESILIENCE
Leverage shared resources, knowledge,
and capabilities to address global
challenges effectively.

Pddd i

Source: Authors’ compilation based on multinational economic reports (2025),
IMF (2025), and World Bank (2025).

3

Source: Authors’ compilation based on multinational economic reports (2025), International Monetary Fund—
International Financial Statistics (2025), and World Bank — World Development Indicators (2025).
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Table 3 illustrates a number of strategic adaptation techniques adopted by multinationals to deal with currency
rate volatility and global economic uncertainty. The results show growing attention of multinational firms to the
adaptive business strategies to minimize foreign exchange risks, increase operational resilience, and maintain
long-term competitiveness in the context of changing international marketplaces. Extended currency instability
has greatly impacted the operational planning, financial sustainability, and international business performance of
multinational firms in the developed and emerging nations.

The results also show that multinational firms are more prone to adopt financial hedging, pricing adjustments,
supply chain diversity and transnational cooperation to mitigate operational interruptions and enhance company
agility. These adaptive measures allow companies to better manage foreign exchange exposure, maintain
operational continuity, and increase financial resilience amid periods of economic instability and volatile global
market conditions.

DISCUSSION AND IMPLICATIONS

Theoretical Implications

The findings contribute to the existing literature of exchange rate volatility and multinational enterprise strategy
by integrating the Resource-Based View (RBV), the Dynamic Capabilities Theory, and the Exchange Rate
Exposure Theory into a unified conceptual framework. The research reveals that transnational enterprises are not
only passive absorbers of economic shocks from other nations but also actively employ their organizational
resources and adaptable talents to adapt to changes in currency. The results further support the proposition that
strategic adaptability is an important mediating relationship between exposure to exchange rates and a firm’s
long-term ability to remain resilient and successful. The study extends prior research by demonstrating how
internal organizational capabilities mediate the relationship between exchange rate volatility and corporate
outcomes. Furthermore, the findings reinforce Dynamic Capabilities Theory by demonstrating that multinational
corporations continuously reconfigure organizational resources, operational structures, and financial strategies to
respond effectively to exchange rate volatility and changing global economic conditions.

Managerial Implications

There are some serious implications for managers of international organizations from the findings. The first step
for firms is to strengthen foreign exchange risk management, in order to minimize their chance of losing money
when currencies shift. It includes the use of hedging tactics and better financial planning. Second, companies
need to diversify their supply chains, go digital and look for new markets to sell their products, making their
operations more flexible. Thirdly, cooperation with other countries and strategic partnerships can strengthen the
firm and allow it to maintain competitive advantages in the increasingly unstable world economy.

SUMMARY FINDINGS

The research looked at the effect of fluctuating currency rates on international companies and how they remain
running smoothly in a constantly changing world economy. The findings indicate that fluctuations in the exchange
rate have a considerable effect on the long-term operational sustainability, the financial resilience, the
international competitiveness and the long-term investment planning of multinational enterprises. Some of the
major concerns that multinational corporations face in both developed and emerging countries include currency
depreciation, increased pricing, supply chain issues and inflation.

The results also reveal that multinational companies are increasingly using strategic adaptation tools, such as
financial hedging, changing prices, diversifying their supply chains, reorganizing their operations, and
collaborating across borders, to reduce their foreign exchange risks and make their operations more resilient. The
study revealed that enterprises with higher adaptive capacity, varied operational structures and overseas
cooperation networks were better able to sustain their competitiveness and financial stability during the periods
of economic instability. The results also support the Resource-Based View (RBV), Dynamic Capabilities Theory,
Strategic Adaptation Theory, and Exchange Rate Exposure Theory. These theories emphasize the need of
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strategic resources, organizational flexibility and the ability to respond to operational volatility and sustain a
multinational firm.

CONCLUSION

Finally, currency fluctuations, especially of the dollar, remain a major economic challenge for multinational
corporations operating in closely linked worldwide marketplaces. The study has revealed that long-term currency
instability has a significant effect on operational planning, international trade, production costs, the ability of
Malaysia, the US and China to sustain their financial stability and the ability of the global corporations to
compete. The global economic challenges such as the recovery from the epidemic, inflationary pressure,
geopolitical instability and policies that constrain the money supply increased the uncertainty regarding the
currency rate and operational hazards for international enterprises.

The present study also showed that strategic adaptation is an important component in making global organizations
more operationally robust and securing long-term prosperity. Multinational corporations are increasingly turning
to flexible measures such as financial hedging, pricing adjustments, digital financial systems, supply chain
diversification and cross-border cooperation to better manage foreign exchange risks and business disruptions.
Firms with superior strategic resources and organizational capabilities that are able to change were shown to be
more resilient and competitive in times of instability in the global economy.

The study extends the knowledge on long-term viability of multinational enterprises and foreign exchange risk
management, considering operational uncertainty, exchange rate volatility, strategic adaptation and international
teamwork in a comparative multinational context. These results tell multinational companies, policymakers,
investors and business strategists a lot about the importance of flexible business strategies and international
collaboration to be financially stable and competitive in the long run, particularly in times of economic instability.
Future research could employ quantitative methods, comparative case study designs, mixed-method research, or
larger multinational datasets to acquire additional insights into the relationship between exchange rate volatility,
strategic adaptation mechanisms, and performance of international companies. Future research may also examine
transaction exposure, translation exposure, and economic exposure across different industries, sectors, and
geographical regions.

NOVELTY AND CONTRIBUTION TO THE STUDY

The study makes a number of significant advances to the current knowledge on exchange rate volatility and
multinational firm sustainability. First, the study combines the exchange rate volatility, strategic adaptation,
operational resilience and multinational cooperation in one analytical framework. Prior studies tend to address
foreign exchange risk exclusively from the finance or macroeconomic perspective; however, this study extends
the subject by highlighting the interdependent relationship between operational sustainability and strategic
adaptation of multinational firms.

Second, the present study offers a comparative multinational perspective, that is Malaysia, the United States and
China, which has been relatively underexplored in the recent literature. The study also offers larger insights into
differing economic structures and their impact on company adaptation to exchange rate uncertainty, through a
comparative examination of multinational business environments across established and emerging economies.
Third, the study emphasizes the increasing significance of digital financial systems, supply chain diversity, and
multinational strategic cooperation as developing adaptive mechanisms employed by multinational firms to
sustain operational resilience amidst global economic uncertainty. This work extends existing considerations of
financial hedging to include broader organizational and technical adaption techniques. Finally, the study provides
practical value to policymakers, multinational corporations and international business strategists, by setting out
integrated policy recommendations combining financial stabilization, international cooperation and
organizational adaptability for enhancing long-term multinational competitiveness and sustainability in volatile
global economic environments.
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