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Abstract: The rapid expansion of crypto-native companies has fundamentally altered the architecture of 
international financial exposure, particularly in the domain of foreign exchange (FX) risk management. Unlike 
traditional multinational enterprises, crypto-native firms operate at the intersection of decentralized finance, 
global digital payment systems, algorithmic trading environments, and volatile currency regimes. This structural 
uniqueness exposes them to amplified exchange rate risks while simultaneously offering unprecedented 
technological tools for hedging and prediction. The present research develops a comprehensive, publication-ready 
investigation into algorithmic FX hedging strategies for crypto-native companies by synthesizing classical 
derivative-based risk management theories with emerging artificial intelligence-driven approaches. Drawing 
strictly upon established academic literature, financial management theory, empirical derivative usage studies, 
and contemporary analyses of AI-enabled FX forecasting, this article provides an integrative theoretical and 
descriptive framework for understanding how crypto-native firms manage currency risk in turbulent global 
markets. 

The study situates FX hedging algorithms within a broader context of international financial management, 
emphasizing the evolution from manual, discretionary hedging decisions toward automated, data-intensive, and 
predictive systems. Classical theories of currency exposure measurement, derivative usage, and firm value 
enhancement are revisited and reinterpreted in light of crypto-native operational realities. The research further 
explores how macroeconomic shocks, geopolitical uncertainty, regulatory fragmentation, and digital payment 
infrastructures reshape hedging incentives and outcomes. Particular attention is devoted to the role of artificial 
intelligence, big data analytics, and sentiment analysis as mechanisms for enhancing forecasting accuracy and 
strategic responsiveness in FX risk management. 

Methodologically, the article adopts a qualitative-descriptive research design grounded in theoretical synthesis 
and comparative literature analysis. Rather than employing mathematical models or empirical estimations, the 
study explicates mechanisms, causal pathways, and strategic implications through detailed narrative analysis. The 
results reveal that algorithmic FX hedging does not merely replicate traditional derivative strategies but 
transforms risk governance, organizational decision-making, and value creation processes. The discussion critically 
evaluates the limitations of algorithmic approaches, including model risk, data bias, governance challenges, and 
ethical concerns, while outlining future research trajectories at the intersection of finance, artificial intelligence, 
and international business. The article concludes by affirming that algorithmic FX hedging represents a structural 
evolution in global financial management, particularly for crypto-native firms navigating persistent volatility and 
uncertainty. 

Keywords: Foreign exchange risk management; Crypto-native firms; Algorithmic hedging; Financial derivatives; 
Artificial intelligence; International finance

 



International Journal of Management and Economics Fundamental 

 

86 https://theusajournals.com/index.php/ijmef 

International Journal of Management and Economics Fundamental (ISSN: 2771-2257) 
 

 

Introduction: Foreign exchange risk has long been 
recognized as one of the most complex and 
consequential challenges confronting internationally 
active firms. Fluctuations in currency values influence 
cash flows, asset valuations, competitive positioning, 
and ultimately firm survival in global markets. Classical 
international finance literature has extensively 
documented the mechanisms through which exchange 
rate volatility affects corporate performance and 
strategic decision-making (Brown, 2001; Madura et al., 
2018). Traditionally, multinational enterprises have 
relied on derivative instruments such as forwards, 
futures, options, and swaps to hedge currency 
exposures arising from trade, investment, and 
financing activities. These practices have been 
supported by both theoretical models and empirical 
evidence demonstrating that derivative usage can 
reduce earnings volatility and, under certain 
conditions, enhance firm value (Nguyen & Faff, 2010; 
Bartram et al., 2009). 

In recent years, however, the emergence of crypto-
native companies has introduced a qualitatively new 
dimension to foreign exchange risk management. 
Crypto-native firms are organizations whose core 
operations, revenue models, and asset structures are 
fundamentally embedded in blockchain-based 
ecosystems and digital currencies. Unlike traditional 
firms that primarily transact in fiat currencies, crypto-
native companies often manage complex portfolios 
involving cryptocurrencies, stablecoins, tokenized 
assets, and cross-border digital payment flows. This 
hybrid exposure to both fiat and crypto exchange rates 
generates novel forms of currency risk that are more 
continuous, more volatile, and more globally 
integrated than those faced by conventional 
enterprises. 

At the same time, crypto-native firms operate in 
environments characterized by high-frequency trading, 
real-time settlement, and algorithmic decision-making. 
These features have accelerated the adoption of 
automated FX hedging algorithms that leverage 
artificial intelligence, predictive analytics, and 
sentiment analysis to anticipate currency movements 
and execute hedging strategies dynamically. Recent 
research highlights the growing role of AI-driven 
systems in FX market forecasting and risk management, 
suggesting that such technologies may fundamentally 
alter how firms perceive, measure, and mitigate 
currency exposure (Zhang, Li, & Zhang, 2025; Zhang & 
Lin, 2025; Zhang, Yang, & Zhang, 2024). 

Despite the rapid proliferation of algorithmic FX 
hedging practices, the academic literature remains 

fragmented. Classical studies on derivative usage and 
FX exposure were developed in institutional contexts 
that predate cryptocurrencies, decentralized finance, 
and AI-driven trading systems. Conversely, emerging 
research on AI and crypto finance often lacks deep 
integration with established theories of international 
financial management and corporate hedging 
behavior. This disconnect creates a significant 
literature gap, particularly with respect to 
understanding how algorithmic FX hedging strategies 
operate within crypto-native firms and how these 
strategies relate to broader questions of firm value, 
governance, and international competitiveness. 

The present article seeks to address this gap by 
developing an extensive, theoretically grounded 
analysis of algorithmic FX risk management for crypto-
native companies. By synthesizing insights from 
derivative theory, empirical studies of hedging 
behavior, macroeconomic uncertainty research, and 
contemporary AI-based forecasting literature, the 
study aims to construct a holistic framework that 
captures both continuity and transformation in FX risk 
management practices. The central research problem 
guiding this analysis concerns how algorithmic hedging 
systems reshape the strategic logic, organizational 
processes, and economic outcomes of foreign 
exchange risk management in crypto-native firms. 

This investigation is particularly timely given the 
heightened volatility of global currency markets in the 
wake of geopolitical disruptions, regulatory changes, 
and technological innovation. Events such as Brexit 
have demonstrated how political shocks can generate 
persistent exchange rate uncertainty with far-reaching 
economic consequences (Busch & Matthes, 2016). 
Simultaneously, the expansion of digital payment 
systems and fintech infrastructures has blurred 
traditional boundaries between currencies, markets, 
and jurisdictions (The Wall Street Journal, 2025). Within 
this context, understanding the theoretical foundations 
and practical implications of algorithmic FX hedging is 
essential for scholars, practitioners, and policymakers 
alike. 

Methodology 

The methodological approach adopted in this research 
is qualitative, descriptive, and integrative in nature. 
Rather than employing econometric modeling or 
empirical data analysis, the study relies on an in-depth 
synthesis of existing academic literature, professional 
financial analyses, and conceptual frameworks relevant 
to FX risk management, derivatives usage, and 
algorithmic decision-making. This methodological 
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choice is intentional and aligned with the objective of 
producing a comprehensive theoretical exposition that 
bridges classical international finance theory with 
emerging technological paradigms. 

The research process began with a systematic review of 
foundational studies on foreign exchange risk, 
derivative hedging, and firm exposure measurement. 
Seminal works on managing FX risk with derivatives 
(Brown, 2001), international financial management 
principles (Madura et al., 2018), and empirical evidence 
on derivative usage across countries (Bartram et al., 
2009) provided the theoretical baseline for 
understanding traditional hedging practices. These 
studies were examined in detail to extract key 
assumptions, mechanisms, and limitations that remain 
relevant to contemporary contexts. 

Subsequently, the analysis incorporated literature 
addressing firm-specific exchange rate exposure and 
the heterogeneity of hedging behavior across 
industries and institutional environments (De Jong et 
al., 2006; Black & Wright, 2019). This strand of research 
informed the discussion of how exposure is shaped not 
only by transaction flows but also by competitive 
dynamics, operational flexibility, and strategic choices. 
Particular attention was paid to how these insights 
translate to crypto-native firms whose exposure 
profiles differ markedly from those of traditional 
exporters or multinational manufacturers. 

The methodological framework further integrated 
studies examining the value implications of derivative 
usage and the governance structures that influence 
hedging decisions. Research on whether financial 
derivatives are value-enhancing (Nguyen & Faff, 2010) 
and on the role of financial expertise in corporate 
boards (Dittmann et al., 2010) was used to 
contextualize algorithmic hedging within broader 
organizational and governance considerations. 

In parallel, contemporary literature on artificial 
intelligence, predictive analytics, and algorithmic 
trading in FX markets was analyzed to capture the 
technological dimension of modern hedging strategies. 
Empirical and conceptual studies on AI-powered 
sentiment analysis, big data-driven forecasting, and 
algorithmic risk management (Zhang et al., 2024; Zhang 
& Lin, 2025; Zhang, Li, & Zhang, 2025) were examined 
to understand how machine learning models process 
information, generate predictions, and execute 
hedging actions. 

Finally, practitioner-oriented sources, including 
financial journalism and banking industry reports, were 

incorporated to reflect real-world developments in 
digital payment systems and FX risk management 
practices (The Wall Street Journal, 2025; Valley Bank, 
2024). These sources provided contextual grounding 
and highlighted emerging trends that may not yet be 
fully captured in academic research. 

The synthesis of these diverse sources followed a 
thematic analytical strategy, whereby recurring 
concepts, tensions, and complementarities were 
identified and elaborated upon. Throughout the 
analysis, theoretical arguments were developed 
through detailed narrative explanation rather than 
mathematical formalization, in accordance with the 
study’s constraints. This methodology enables a 
nuanced exploration of algorithmic FX hedging as a 
socio-technical and economic phenomenon rather 
than a purely quantitative optimization problem. 

Results 

The integrative analysis yields several key findings 
regarding the nature, function, and implications of 
algorithmic FX hedging in crypto-native firms. First, the 
results indicate that algorithmic hedging systems 
represent an evolutionary rather than revolutionary 
departure from traditional derivative-based risk 
management. While the instruments employed—such 
as forwards, options, and swaps—remain conceptually 
similar, their deployment is transformed by 
automation, real-time data processing, and predictive 
analytics. This transformation alters the temporal 
structure of hedging decisions, shifting from periodic, 
manager-driven actions to continuous, algorithmically 
mediated processes. 

Second, the findings suggest that crypto-native firms 
exhibit heightened sensitivity to both fiat currency 
fluctuations and crypto-asset price volatility. Unlike 
conventional firms whose FX exposure is often linked 
to trade invoicing and foreign investment, crypto-
native companies face multi-layered exposure arising 
from token valuation, cross-border digital transactions, 
and regulatory arbitrage. Algorithmic hedging systems 
address this complexity by integrating diverse data 
streams, including market prices, macroeconomic 
indicators, and sentiment signals, into unified decision-
making frameworks. 

Third, the results underscore the role of artificial 
intelligence as a catalyst for enhanced forecasting and 
adaptive risk management. AI-driven models enable 
crypto-native firms to identify non-linear patterns, 
regime shifts, and latent correlations in FX markets that 
may elude traditional econometric approaches. 
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Predictive analytics and sentiment analysis, in 
particular, allow firms to anticipate short-term 
volatility and adjust hedging positions dynamically, 
thereby reducing exposure to adverse currency 
movements (Zhang & Lin, 2025). 

Fourth, the analysis reveals that algorithmic FX hedging 
has significant organizational and governance 
implications. The delegation of hedging decisions to 
automated systems alters accountability structures, 
risk oversight mechanisms, and the role of human 
judgment in financial management. While automation 
can reduce behavioral biases and execution delays, it 
also introduces new forms of model risk and 
technological dependency. Effective governance 
frameworks are therefore essential to ensure that 
algorithmic systems align with firm-level risk 
preferences and strategic objectives. 

Finally, the results highlight persistent limitations and 
trade-offs associated with algorithmic hedging. Despite 
their sophistication, AI-driven systems are not immune 
to data quality issues, overfitting, and structural breaks 
in market behavior. Moreover, the opacity of complex 
algorithms can hinder transparency and regulatory 
compliance, particularly in jurisdictions with evolving 
oversight of digital finance. 

Discussion 

The findings of this study invite a deeper discussion of 
the theoretical, practical, and policy implications of 
algorithmic FX hedging for crypto-native firms. From a 
theoretical perspective, the integration of AI into FX 
risk management challenges traditional assumptions 
about rational decision-making, information efficiency, 
and the role of managerial discretion. Classical hedging 
theories often assume that managers make informed, 
deliberate choices based on observable exposures and 
risk-return trade-offs (Brown, 2001). Algorithmic 
systems, by contrast, operate through probabilistic 
inference and adaptive learning, raising questions 
about how rationality is defined and operationalized in 
financial decision-making. 

The discussion also revisits the long-standing debate on 
whether derivative usage enhances firm value. 
Empirical evidence suggests that hedging can reduce 
cash flow volatility and financing costs, thereby 
supporting investment and growth (Nguyen & Faff, 
2010). In the context of crypto-native firms, algorithmic 
hedging may amplify these benefits by enabling more 
precise and timely risk mitigation. However, the costs 
associated with developing, maintaining, and 
governing sophisticated AI systems must be carefully 

weighed against potential gains. 

Another important dimension concerns 
macroeconomic and geopolitical uncertainty. Events 
such as Brexit illustrate how political shocks can 
generate prolonged FX volatility that defies historical 
patterns (Busch & Matthes, 2016). Algorithmic systems 
trained on past data may struggle to adapt to such 
unprecedented scenarios, highlighting the need for 
human oversight and scenario-based stress testing. The 
interdisciplinary approach advocated by Haldane and 
Turrell (2018) underscores the value of combining 
economic theory, data science, and institutional 
analysis to address these challenges. 

The discussion further considers ethical and regulatory 
implications. As algorithmic FX hedging becomes more 
prevalent, regulators may face difficulties in monitoring 
automated decision-making processes and assessing 
systemic risk. Transparency, explainability, and 
accountability emerge as critical concerns, particularly 
in markets where crypto-native firms play a growing 
role. 

Future research directions include empirical validation 
of algorithmic hedging performance, comparative 
studies across regulatory regimes, and deeper 
exploration of behavioral responses to automated risk 
management. Interdisciplinary collaborations between 
finance, computer science, and organizational studies 
are likely to be particularly fruitful in advancing 
understanding in this domain. 

Conclusion 

This research has provided an extensive, theoretically 
grounded examination of algorithmic foreign exchange 
risk management in the context of crypto-native firms. 
By synthesizing classical derivative theory with 
contemporary AI-driven approaches, the study 
demonstrates that algorithmic FX hedging represents a 
structural evolution in how firms perceive and manage 
currency risk. While the fundamental objective of 
hedging—reducing exposure to adverse exchange rate 
movements—remains unchanged, the mechanisms, 
temporal dynamics, and organizational implications of 
hedging have been profoundly transformed. 

The analysis underscores that algorithmic systems offer 
significant potential for enhancing forecasting 
accuracy, responsiveness, and strategic coherence in 
volatile global markets. At the same time, these 
systems introduce new risks and governance 
challenges that must be addressed through robust 
oversight and interdisciplinary understanding. 
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Ultimately, algorithmic FX hedging should be viewed 
not as a substitute for financial theory and managerial 
judgment but as an extension of them, reshaping the 
practice of international financial management in the 
digital age. 

References 

1. Bartram, S. M., Brown, G. W., & Fehle, F. R. (2009). 
International evidence on financial derivatives 
usage. Financial Management, 38(1), 185–206. 

2. Black, S., & Wright, R. (2019). Foreign exchange risk 
management. Journal of International Economics, 
112(3), 45–67. 

3. Brown, G. W. (2001). Managing foreign exchange 
risk with derivatives. Journal of Financial 
Economics, 60(2–3), 401–448. 

4. Busch, B., & Matthes, J. (2016). Brexit—the 
economic impact: A meta-analysis. IW-Report. 

5. De Jong, A., Ligterink, J., & Macrae, V. (2006). A 
firm-specific analysis of the exchange-rate 
exposure of Dutch firms. Journal of International 
Financial Management & Accounting, 17(1), 1–28. 

6. Dittmann, I., Maug, E., & Schneider, C. (2010). 
Bankers on the boards of German firms: What they 
do, what they are worth, and why they are (still) 
there. Review of Finance, 14(1), 35–71. 

7. FX Hedging Algorithms for Crypto-Native 
Companies. (2025). International Journal of 
Advanced Artificial Intelligence Research, 2(10), 
09–14. 

8. Haldane, A. G., & Turrell, A. E. (2018). An 
interdisciplinary model for macroeconomics. 
Oxford Review of Economic Policy, 34(1–2), 219–
251. 

9. Madura, J., Hoque, A., & Krishnamrti, C. (2018). 
International financial management. Cengage AU. 

10. Miller, J. S., Hom, P. W., & Gomez-Mejia, L. R. 
(2001). The high cost of low wages: Does 
maquiladora compensation reduce turnover? 
Journal of International Business Studies, 32, 585–
595. 

11. Nguyen, H., & Faff, R. (2010). Are financial 
derivatives value-enhancing? Review of Finance, 
14(1), 1–47. 

12. PELT, R. (2019). To hedge or not to hedge: The 
impact of currency hedging on international equity 
portfolios. 

13. The Wall Street Journal. (2025). Digital payment 
systems: The new frontier in FX risk management. 

14. The Wall Street Journal. (2025). Effective FX risk 
management strategies in turbulent markets. 

15. Valley Bank. (2024). Strategies for identifying and 
mitigating foreign exchange risks. 

16. Zhang, W., Li, K., & Zhang, S. (2025). Predictive 
analytics and big data in FX risk management: An 
empirical approach. Journal of International 
Finance, 30(2), 213–228. 

17. Zhang, Y., & Lin, J. (2025). AI-powered sentiment 
analysis for FX market forecasting. Journal of 
Financial Forecasting, 8(3), 145–159. 

18. Zhang, Y., Yang, T., & Zhang, W. (2024). AI and 
algorithmic trading in FX risk management: A new 
era of technology. Journal of Financial Technology, 
6(2), 67–80.  


