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ABSTRACT

Capital budgeting is a critical aspect of financial decision-making for businesses
worldwide, and its complexities become even more pronounced in a global context. This
explores the various facets of evaluating investment opportunities through capital budgeting
in the context of multinational corporations. It delves into the unique challenges and
opportunities faced by businesses operating on a global scale and provides insights into the
tools, techniques, and considerations necessary for successful decision-making. By
understanding the global context of capital budgeting, organizations can make informed
investment choices that drive growth and sustainability.
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INTRODUCTION

Capital budgeting plays a pivotal role in the long-term strategic planning of
multinational corporations. The evaluation of investment opportunities in a global context
introduces unique considerations, making the decision-making process more complex. This
examines the challenges and solutions associated with capital budgeting in a global context,
highlighting the importance of risk assessment and informed financial decision-making
(Tappura et al., 2015; Batra and Verma, 2014).

The Global Context of Capital Budgeting

Multinational corporations operate in a dynamic global environment with various
opportunities and challenges. They must consider factors such as exchange rate fluctuations,
international regulations, political stability, and cultural differences (Szpiro and Dimnik, 1996).
In this context, capital budgeting takes on a new dimension. Investments made in foreign
markets carry added risk, but they can also provide diversification and growth potential.
Assessing the global context is essential for understanding the full impact of investment
opportunities (Siziba and Hall, 2021).

Tools and Techniques for Evaluating Investments

To navigate the global landscape of capital budgeting, multinational corporations
employ various tools and techniques. Net Present Value (NPV), Internal Rate of Return (IRR),
and Payback Period are common methods (Jakob et al., 2020). These tools help in assessing
the profitability and feasibility of investments across different countries. Additionally, scenario
analysis and sensitivity analysis are crucial for considering the impact of currency fluctuations
and geopolitical events (Baldwin and Clark, 1992).

Risk Assessment in Multinational Capital Budgeting

Risk assessment is a critical component of capital budgeting in a global context.
Multinational corporations face exposure to foreign exchange risk, political risk, and economic
risk (Malenko, 2019). Comprehensive risk management strategies are essential to mitigate

potential losses. Diversification and the use of financial instruments like options and futures
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can help hedge against currency fluctuations and other global risks (Sureka et al., 2022; Andor
etal., 2015).

The Importance of Informed Decision-Making

In a globalized world, making informed investment decisions is vital for the long-term
success of multinational corporations. A systematic approach to capital budgeting, coupled
with thorough risk assessment, ensures that resources are allocated to projects that are not only
profitable but also aligned with the company's overall strategy. Informed decision-making
helps companies seize global opportunities and effectively manage challenges (De Andrés et
al., 2015).

CONCLUSION

Capital budgeting in a global context is a multifaceted process that necessitates a deep
understanding of the complexities involved in evaluating investment opportunities.
Multinational corporations must adapt to the global environment, utilizing tools, techniques,
and risk assessment strategies to make well-informed decisions. With the right approach,
businesses can harness the potential for growth and navigate the challenges associated with
capital budgeting on a global scale. The ability to evaluate investment opportunities effectively
in a global context is a hallmark of successful multinational corporations, enabling them to
thrive in an interconnected world.
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