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Introduction
Alpha and Omega are two types of US corporations that have adopted a different approach when it comes to the selling of their products. Alpha import components from its parent country and thereafter sells the finished product in Germany. On the other hand, Omega does the opposite of this. They decide to buy raw materials from Germany and then sell the finished product in the US. In both of the transactions, there is foreign currency involvement that determines to a great extent the kind of revenues they achieve. In this case, the euros and the dollars are involved in that they have to export or import the product and materials at the prevailing exchange rate values. It is important, therefore, to look at how the currency fluctuations affect the two countries given that they operate differently even though they are within the same country.
The Effect of the Fall in Value of the Euro on Alpha and Omega Corporations
Trade between the two countries involves buying and selling in foreign currency accepted internationally such as euros and dollars. Alpha, who import the raw material components have to incur costs that are fully determined by the exchange rate at the present time. A fall in the value of euro is set to affect Alpha in a negative way. This is because a fall in the values of euro results to the exports of the European Union becoming more competitive as opposed to that of imports (Maggiori, Neiman & Schreger, 2019). Germany which is part of the European Union, therefore, faces the same consequences. The euro depreciates and thus become less worthy as compared to other currencies such as the British pound and the US dollar. This, therefore, translates to an increase in the imports coming to the European countries and more so Germany. The raw materials imported by Alpha are therefore set to become more expensive in the long run.
On the other hand, a fall in the value of the euro is set to lower the worthiness of the euro in relation to other currencies. This is bound to make the exports more competitive as compared to the imports (Sawyer & Sprinkle, 2019).  There is an increase in exports from the country which will result in domestic firms benefiting from increased sales. Therefore, Omega will witness an increased demand for its products in the US. Most of the people in the US will be trying to take advantage of the fact that the euro has fallen and thus order as many goods as possible. This is to cushion them from the time at which the euro will appreciate. In this case, Alpha is set to suffer increased costs as it imports its raw materials while Omega will benefit from the increased sales of its product to the US. Therefore, it is important to note that a fall in the value of a currency will lead to an increase in the costs of imports while that of the exports will lower.
How Each Firm Can Hedge Itself Against the Exchange Risk
Corporations operating in international business environments need to protect themselves from the risks associated with exchange rates. This is because the exchange rate drives most of the international business and thus it is something that cannot be ignored. The prices in which products and services are exchanged depending on the prevailing exchange rates. Alpha and Omega, therefore, need to come up with a strategy that could help them hedge against exchange risks. This could be done by both of them investing in an exchange-traded fund. The exchange-traded fund allows them to hold currency cash deposits that are tied to an underlying currency as opposed to the other form of trade that mainly advocates for the holding of stocks or bonds (Álvarez-Díez, Alfaro-Cid & Fernández-Blanco, 2016). They can, therefore, decide to either trade for a long or short period in which they will not be worried about the impact of exchange rate risks. The currencies that they hold will be cushioned from the ever-changing exchange rate, and thus, they would suffer little impact as a result of any change.
Another way in which they can hedge the risk is by use of forward contracts. Forward contracts enable the company to use the exchange rate at the present time for a predetermined date in the future (Álvarez-Díez, Alfaro-Cid & Fernández-Blanco, 2016). The companies lock the exchange rate and state that it will be used to carry out transactions on a particular date in the future. This is an important way of hedging against the risk that the two companies could use to protect themselves from the effects of exchange risks. They would need to make sure that the transactions they are having with their traders are locked using the existing exchange rate and thus ensure that the same will be applied in the future despite the presence of a different exchange rate.
Conclusion
[bookmark: _GoBack]The exchange rate affects, to a great extent, the prices that traders face when importing or exporting goods from one country to another. It is something that is not rigid but changes from time to time. Therefore, it is important that businesses factor in the exchange rate in their transactions in order not to suffer extreme losses. Companies such as Alpha and Omega can cushion themselves against exchange risk by adopting some of the hedge risk strategies discussed. This will see them avoid losses and thus be able to sustain their businesses for long.
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