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Abstract: 

In the contemporary landscape of global business, enterprises face a persistent challenge in the form of exchange 

rate volatility, with significant implications for financial performance. This article, authored by (Rehab, Mohamed, 

November 25, 2023) Mohamed Rehab, delves into a strategic approach for mitigating currency fluctuations and 

exchange rate risks —namely, contracting and invoicing in dual-currency. By adopting this dual-currency strategy, 

organizations seek to minimize the adverse impact of exchange rate fluctuations, enhancing financial stability and 

overall competitiveness. The study explores the intricacies of dual-currency contracting and invoicing, shedding light 

on its potential benefits, including risk mitigation, competitive advantage, cash flow stability, improved financial 

planning, and enhanced negotiation power. This article provides valuable insights for businesses navigating the 

complexities of international transactions and currency markets. 
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Introduction: 

In an increasingly interconnected global economy, businesses are finding themselves engaged in 

transactions that span across borders. As a result, issues such as currency fluctuations and exchange rate 

risks have become significant concerns for both buyers and sellers, (European Journal of Operational 

Research, 16 February 2014). One innovative solution is contracting and issuing the invoices in dual-

currency, (David Noah, May 15, 2023) where the first currency is the local currency of the seller, and the 

second currency is the foreign customer's or the mutually agreed currency by both parties. This strategy 

aims to minimize uncertainties and potential financial losses associated with exchange rate fluctuations 

when the payment is due. 

The dual-currency engaging and invoicing strategy seeks to strike a delicate balance that considers the 

economic interests and challenges faced by each party (David Noah, May 15, 2023), and to ensure a fair and 

equitable arrangement for both parties involved. 

Understanding the Challenge 

One of the primary challenges faced by businesses engaged in international trade is the uncertainty brought 

about by currency exchange rates. The value of currencies can fluctuate due to various factors, including 

economic conditions, geopolitical events, and market sentiment. Such fluctuations can impact the final 

amount received by the seller when converted from the agreed-upon currency, leading to potential losses 

or gains. To address this challenge, businesses are exploring new approaches to engaging and invoicing that 

provide a level of stability and predictability. 

Contracting and Issuing Invoices in Dual-currency:  

A Strategic Approach: 

Contracting and Issuing invoices in both the local currency of the seller and the agreed-upon currency of 

the buyer presents a strategic solution to the challenges posed by exchange rate volatility. This approach 
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allows both parties to agree upon a fixed exchange rate at the time of the transaction, mitigating the risks 

associated with currency fluctuations in the future. The benefits of this strategy are multifaceted: 

1. Risk Mitigation: 

By denominating the engagement and the invoice in both the local and agreed-upon currencies, the seller 

can hedge against unfavorable exchange rate movements, securing a more predictable cash flow (Shapiro, 

A. C., & Allen, J. P., (2020).). 

2. Transparent Transactions: 

Clear communication and agreement on the chosen currencies foster transparency between the buyer and 

the seller. This transparency is crucial in building trust and maintaining a healthy business relationship. 

3. Financial Planning: 

Businesses can better plan and forecast their finances, knowing the exact amount they will receive in their 

local currency, regardless of potential currency fluctuations. 

4. Simplified Accounting: 

Dual-currency contracts and invoices can simplify the accounting process for both parties, reducing the 

complexities associated with currency conversion at the time of payment. 

5. Competitive Advantage: 

 Offering the option for dual-currency invoices can also be a competitive advantage, attracting 

international clients who appreciate the transparency and risk mitigation it provides (Shapiro, A. C., 

(2019)). 

Implementation Challenges and Considerations 

While the benefits of issuing contracts and invoices in dual-currency are apparent, there are also 

considerations and challenges that businesses must address: 
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1. Exchange Rate Agreements: 

 Both parties must agree on a specific exchange rate at the time of invoicing. This requires open 

communication and negotiation to reach a fair and mutually beneficial rate (David Noah, May 15, 

2023). 

 In case both parties didn’t agree on a specific exchange rate then the common exchange rate at the 

contractual date will be the default rate (Rehab, Mohamed, November 25, 2023).    

2. Currency Volatility: 

 Despite the strategic advantages, it's essential to acknowledge that currencies can still fluctuate. 

Businesses should continually monitor exchange rate movements and adapt their strategies 

accordingly (Gitman, L. J., & Zutter, C. J., 2019). 

3. Technology Infrastructure: 

 Implementing dual-currency contracting and invoicing may require updates to a company's 

financial systems and infrastructure to accommodate the additional complexity. 

4. Legal and Regulatory Compliance: 

 Businesses must ensure that their dual-currency contracting and invoicing practices comply with 

local and international laws and regulations (European Journal of Operational Research, 16 

February 2014). 

Conclusion: 

In an era where businesses are increasingly interconnected on a global scale, innovative approaches to 

mitigate risks are crucial. Contracting and Issuing invoices in dual-currency is emerging as a strategic 

solution, providing stability, transparency, and predictability in international transactions (Madura, J. , 

2018). While challenges exist, the potential benefits in terms of risk mitigation, financial planning, and 
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competitive advantage make it a worthwhile strategy for businesses engaged in cross-border trade. As the 

global economy continues to evolve, embracing such innovative practices becomes integral to ensuring the 

long-term success and sustainability of international business transactions. The dual-currency engaging 

and invoicing strategy seeks to strike a delicate balance that considers the economic interests and 

challenges faced by each party, and to ensure a fair and equitable arrangement for both parties involved 

(David Noah, May 15, 2023). 
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