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Real and anticipated volatility in currency valuation increases the risk of doing business outside of one’s own currency. From June 2003 to June 2013, the Chinese Yuan strengthened by 35% against the U.S. Dollar. What kind of repercussions does this fluctuation represent to the international logistics industry? Give one solution to mitigate this risk.
The fluctuation of currency because of volatility in valuation affects the international logistics industry. The weaker currency tends to stimulate exports and makes imports expensive, which as a result decreases a country’s trade deficits. Even though it is assumed that a robust currency is a good thing for the economy of a nation; the truth is that this might not be the case. A robust currency can drag the economy after a while, as the whole industry becomes uncompetitive and people lose their jobs. Since GDP is closely associated with exports, weak currency can assist the economy of a nation. At the same time, currency depreciation leads to inflation due to increases in costs for importing goods (Ziemerink & Willings, 2020). Continuous fluctuation of currency also has a great impact on a country’s market, makes it more volatile, and affects the local and foreign trade. Since real and anticipated volatility in currency affects cash flow for the company, economic exposure can lead to serious negative consequences for the operation and profitability of the company.    
Companies use numerous methods to mitigate the risk of currency fluctuation. One of the ways is invoicing and making contracts only through the U.S. dollars, which helps keep the revenues and expenses in the same currency. This means that the parties active in their home currency do not have transactions and cannot translate risks because the risks are passed to business partners abroad. The main objective of risk mitigation is to reduce or eliminate the economic exposure through hedging. Therefore, a company can match the foreign currency outflow with the currency inflows. An organization can also use currency swaps for obtaining the necessary cash flows in foreign currency at the preferred exchange rate (Borad 2019). The parties involved will make their exchanges in one currency for the same in another currency at specific dates. This method minimizes currency exposure to foreign-currency liabilities. 
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