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Abstract

The reality of modern finance is now unmistakably global, with floating
currencies, varying laws, and a story that can often move markets as much as the
underlying facts and data. This paper is a discussion of a “practitioner’s view” of
Global Financial Management (GFM), how to raise, manage, and protect capital
across borders, all within an intelligible framework of risk. Our starting point is
simple: in a fiat system, fiat currency has no underlying value, but its purchasing
power is based on institutional trust, legal systems, and economic productivity —
only value that is created through productive capacity, legal rights, governance, and
proper scarcity survives. We ground this notion through three specific examples:
the move away from Bretton Woods and the emergence of policy-based exchange
rate systems; the nature of gold as a Gold can be thought of as a proxy for
monetary uncertainty or geopolitical events rather than a fixed reference point; and
the long-lived experiment in narrative and supply management for the diamond
market. We then bridge this thinking to an ‘operating model’ for FX management,
cross-border capital budgeting, portfolio construction, and legal-regulatory design.
We use charts and tables to help illustrate the points. The ultimate aim is to assist
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decision-makers in compounding real value rather than merely nominal money as

macro regimes shift.

Executive Summary

When capital moves across borders, three levers drive the outcome: (1) the
cutrency regime you live in today; (2) the story and scarcity that drive the asset you
own; and (3) the legal plumbing that turns promises into cash. Good GFM is one
that gets all three levers aligned. We demonstrate how to match revenues and costs
in currency; how to price risk when laws vary; and how to size risk when the story
driving the asset you own is doing some of the work for you. We also provide a
brief toolkit: forward covers and options that map to cash flows; inter-creditor
steps that hold up under stress; and portfolio rules that diversify by regime, rather
than just industry labels.

I. INTRODUCTION

Global Financial Management is a space of uniquely intricate intersections
of macroeconomic policies, financial markets, and the legal environment, which
constantly interact and influence one another. The background of this space
cannot be comprehended without a revisit of the structural break of 1971, when
the breakdown of the Bretton Woods System led to the loss of convertibility of the
US Dollar into Gold. This was a watershed moment in the history of money. The
transition to fiat money was now complete and money became a function of
trust—trust in governments, central banks, and institutions. From this point
forward, financial systems were no longer backed by anything but discipline and
stability of policies, and the perceived strength of the legal environment.

In the contemporary world, money is best viewed as a social and
institutional construct rather than a physical store of value. The strength of fiat
currencies is a result of the perceived legitimacy of the issuing authorities and the
strength of the systems they represent. In this context, financial management is no
longer simply a case of holding onto assets but rather one of allocating capital
within a constantly changing environment of policy changes, geopolitical events,
and market expectations. The major issue facing treasurers and investors is not
simply one of accumulation but rather one of generating robust cash flows—those
flows of value which can be sustained through changes in interest rates, inflation,
currency movements, and regulation.

In this environment, monetary policy is the key player as the main
instrument by which the economy is affected by the actions of the central bank. In
other words, the central bank indirectly influences the exchange rate, capital
movements, and the overall risk environment through interest rate changes, reserve
requirements, and liquidity management. This has a ripple effect on the entire
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world as investment decisions, cost of capital, and asset prices are affected
everywhere. Hence, the subject of global financial management is not static; rather,
it is dynamic and forward-looking.

However, financial markets are not driven only by quantitative factors.
Narrative economics is a term that has come up, which suggests that stories,
expectations, and beliefs also affect financial markets. This is where another layer
of complexity is being added, where financial risk is not only about understanding
the numbers but also about understanding the sentiment and perception. This is a
very complex situation, where financial markets are being driven not only by the
numbers but also by the stories that are being circulated in the market.

Underlying both the policy and the markets is the significant role that the
law plays, as it is the law that will ultimately determine if the value that is placed on
the finances is realized, particularly in the case of international transactions, where
the role of the law is critical in the facilitation of the translation of the value of the
finances into action. Therefore, the law plays the role of the backbone that
underlies the trust that is placed in both the markets and the money systems.

Collectively, these elements demonstrate that global financial management
is not simply about balance sheets and portfolios. It is a multifaceted subject that
demands an understanding of economics, finance, and law to manage uncertainty
and deliver sustainable value. We now live in an age where money is no longer
linked to physical collateral but to institutional reputation. To succeed, one must be
able to predict policy changes, interpret market narratives, and operate within a

reliable legal framework.

Literature review of Monetary Systems, Asset Narratives and Global Finance

SL. No | Theme Key Sources Insights
1. | End of | Federal  Reserve | Gold convertibility ended in
Bretton History; U.S. | 1971; floating FX began 1973
Woods Historian’s Office
2. | Gold Market | WGC; ECB (2025) | Recotd central-bank buying; gold
Dynamics used as geopolitical hedge
3. | Diamond Business Horizons; | Controlled supply + emotional
Narrative De Beers case branding created durable price
premia
4. | Parity IMF; Investopedia; | CIP deviations persist post-GFC
Conditions BIS due to balance sheet constraints,
regulatory capital requirements,
and funding frictions.
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Theme 1: Global Monetary System
Key Literature:
e Barry Eichengreen — Globalizing Capital
e Paul Krugman & Maurice Obstfeld — International Economics
e TFederal Reserve studies on the Nixon Shock (1971)
e Focus:

Evolution of the Bretton Woods system and the emergence of fiat currency and

tloating exchange rates.

Research Gap — Monetary System
e There is significant literature on the macro theory of exchange rates.
e There is limited literature on the impact of monetary regime shifts on the
practical aspects of international finance.

e There is a need to create a framework that integrates the impact of macro
policy shifts on investment strategy.

Theme 2: Gold as Financial Asset
Key Literature:

e World Gold Council — Gold as a Strategic Asset

e Baur & Lucey (2010) —Is Gold a Hedge or Safe Haven?

e Baur & McDermott (2010) — Journal of Banking & Finance
e European Central Bank reports on gold demand.

Focus: Gold as hedge against inflation, crisis and geopolitical risk.

Research Gap — Gold Literature
e Most research focuses on gold as a hedge against inflation or a safe haven.

e  Only a small amount of research has looked at gold as a harbinger of
changes to the global monetary regime or as a capital allocation signal.

Theme 3: Narrative & Asset Value
Key Literature:
e Robert J. Shiller — Narrative Economics
e Bergenstock & Maskulka (2001) — De Beers Story
e Studies on the luxury market for goods (scarcity element and narrative for
brands).

Focus: Role of narratives, scarcity, and perception in determining asset value.
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Research Gap — Narrative Economics
e  Existing research has addressed the narrative effect on markets and assets
for consumers.
e However, the integration of narrative economics with global financial

management and long-term asset pricing is still lacking.

Theme 4: Cross-Border Financial Management
Key Literature:
e Jeff Madura — International Financial Management
e FEiteman, Stonehill & Moffett — Multinational Business Finance
e Laurent Jacque — International Corporate Finance
Focus: FX risk management, capital budgeting, international investments.
Research Gap — Cross Border Finance
e Quantitative financial models are given prominence in the literature.
e Little emphasis has been placed on the role of inter-disciplinary research in
finance, law, governance, and policy regimes in cross-border financial

management.

Integrated Research Gap of the Study
The research gap of the present study is based on the gaps identified in the
following research domains, which are mostly studied individually:
® monetary regimes
®  asset narratives
e  cross border finance
The present research aims at filling the gap in these research domains and creating
a framework for Global Financial Management.
Research Gap Based on Literature Review
Fragmented Research Domains
Foreign exchange, asset natratives, and legal enforceability are commonly
researched separately without a comprehensive model for international decision-
making.
Cultural Assets in Finance
There are few research works that relate the historical importance of gold
and diamonds with contemporary portfolio management and treasury operations.
Market Frictions Ignored
Ideal market conditions are assumed in many models, ignoring market
frictions, which were neglected in the post-2008 financial crisis.
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Underrepresented Legal Factors

Other legal enforceability factors, which are important in financial
modeling, are not considered, i.e., security interest and governing law.
Diversification by Policy Regime

Asset classes and geography are important in portfolio management, but
policy regime diversification is also important for predicting risk.

Statement of the Problem in Global Financial Management
Complexity of Cross-Border Finance

Organizations are struggling to manage their capital due to various
currencies, laws, and asset values of different countries.
Market Volatility and Financial Risks

Market volatility and financial risks due to currency fluctuations and
geopolitical risks affect financial decisions.
Inadequate Traditional Frameworks

The traditional models do not address regulatory and enforcement risks
faced by organizations after the crisis.
Need for Unified Decision Framework

A sound framework considering various factors like monetary, legal,
behavioral, and operational aspects is required.

Objectives of the Study

e Application of monetary lessons post-Bretton Woods, providing practical
advice for treasury and investment professionals.

e  fx management playbook, which will include cash flow currency matching
and the use of forward contracts.

e Legal-regulatory integration, which will include best legal practices, e.g.,
structuring and enforcement-friendly jurisdictions, in the risk management
process.

e Capital budgeting under uncertainty, which will include the calculation of
risks such as sovereign risks, fx premia, and legal risks.

Mayas Publication 67



Emperor International Journal of Finance and Management Research

Research Methodology and Data Sources

Method Source Purpose

Historical Analysis Federal Reserve | Trace monetary regime
History; Bundesbank shifts

Market Data Validation | WGC; ECB Verity gold demand &

reserve patterns

Behavioral Case Studies

Business Horizons; De

Beers case

Understand

narrative-driven pricing

Financial-Economics
Testing

IMF; BIS; NBER

Analyze parity conditions
& deviations

Data Analysis and Interpretation

Data Point Value Source
Total Gold Demand | 4,974 tonnes World Gold Council
(2024)
Central Bank 1,086 tonnes World Gold Council (2025), Go/d
Purchases (record high) Demand Trends Report
Jewellery 1,877 tonnes WGC
Consumption
CIP Deviations Persistent BIS / IMF / NBER
post-GFC

Money, Gold and the Architecture of Value
The big swings in gold prices are a reminder that prices are a story told

over time, and inflation shocks, crises, and resets are what drive the plot. This is a

reminder of a rule for cross-border finance, which is to regard gold as a signal and

a hedge, but not a ruler, and regard money as a claim on assets, but only as good as

the laws, policies, and balance sheets behind it.
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Figure 1.
Gold Price Milestones (1971-2025).

Gold Price Midestones (1971-2025)
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Diamonds, Scarcity and Natrative

One company dominated the world’s diamond trade, controlling both
supply and meaning, for most of the twentieth century. The lesson for finance is
not about diamonds, but about governance: who sets the standard, who has the
inventory, and who tells the story can determine the price you receive ten years
hence.

Figure 2.
Conceptual schematic: how supply throttling can lift prices when demand is
steady (illustrative)

Conceptual IHustration: Supply Control and Price Pressure in a Cartelized Market
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Cross-Border Investment Playbook

FX & Liquidity - Match the currencies of cash inflows and outflows where
possible, and hedge the rest using forward or option products that mirror
the timing and amount of the inflows and outflows. Maintain a dry power
position in the currency of pain.

Legal - Regulatory - Map out the entity structure and ensure substance.
Perfect security interests. Align the governing law of the debt documents
with the enforcement jurisdiction. Ensure intercreditor relationships are
clear and uncontentious.

Capital Budgeting - Build up multi-currency cash flow models. Add
sovereign, FX, and legal risks to hurdle rates. Price up tax treaty friction.
Test break-points.

Portfolio Rules - Diversify by inflation regime, dollar strength regime, and
credit cycle rather than sector. Rebalance according to rules rather than
news flow.

Governance and Data - Maintain evidence files including registry records,
covenant trackers, insurance certificates, and inspection records. Trigger

alerts for FX movements, ratings changes, and litigation.

Exhibit: Gold Versus Consumer Prices (Indexed)

Note that gold does not necessarily move in line with everyday prices. The

indexed view here is a reminder to think about the size of the allocation rather than

worship the asset. (Note: use CPI line for illustration, then swap in actual CPI

series as needed.)
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Three Short Cases

A. Currency Mismatch — A dollar-denominated debt with local currency revenues
caused a manufacturing firm to sink during a currency depreciation. A cash flow
hedge with a pricing clause fixed the firm.

B. Security Interest — A financial institution's loss of priority on a loan led to a loss
because the security interest was not perfected. A registered charge with a clean
inter-creditor agreement would have helped.

C. Narrative Moat — A consumer firm-controlled supply drops and certified its
products, maintaining premium pricing in different markets without incurring high
inventory costs.

Global Monetary System: A Short Timeline

1944 — Bretton Woods framework established.

1971 — End of convertibility, fiat currency begins.

1973 — Free floating exchange rates.

1980 — Peak inflation, gold price spike.

2008-2011 — Financial crisis, QE, and asset price repricing.
2020-2025 — Pandemic, record gold demand.

Technical Appendix: Core Relations

PPP (Relative): Expected change in exchange rate = inflation in foreign currency -
inflation in domestic currency.

Covered IRP: (1+i) = (F/S)(1+i*).

International CAPM (Sketch): Expected return = risk-free rate + global beta *
global risk premium + factor betas.

Multi-currency NPV: discount in foreign currency and then translate, or translate
expected exchange rate into domestic discounting; be consistent in your approach
in the model.

Historical Table (Milestones)

Year | Gold (USD/oz) | Indexed CPI (1971=100)*
1971 | 35 100
1980 | 850 260
2011 | 1921 430
2020 | 2075 520
2025 | 3431 700
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e CPI line is illustrative for the exhibit. Replace with official CPI for

empirical work.

Global Gold Demand (2024-2025)

. 2025 total demand: ~ 5,000+ tonnes (record high)
. 2024 total demand: ~ 4,974 tonnes
Interpretation
. Structural shift in gold demand
: Driven by:

Investment demand increases by 84%
ETF inflows of ~801 tonnes
: How this supports thesis:

Gold behaves as a macro hedge, not just a commodity
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Central Bank Gold Purchases (Trend)
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e 2025: 863 tonnes
o 2024: ~1,092 tonnes
e 2010-2021 avg: ~473 tonnes
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Interpretation
e Even after decline, demand remains structurally elevated

e Indicates:
De-dollarization trends

o Geopolitical hedging behavior
e Strong support for your argument:
Gold reflects monetary regime stress

o

Gold Demand Composition (Investment vs Jeweler)
Share of investment demand in India’s total gold demand surges

hare jumgps to record high in 2025 as Indians switch to coins and ETFs from jeveliery
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Source of gold demand

Jewellary

4w
SHY

Data
e Investment demand: ~2,175 tonnes (record)

e ETF inflows: ~801 tonnes
o Jewellery demand: declining (~-18%)

Interpretation

e  Shift from:
o Consumption asset — Financial asset

e Key academic insight:
Financialization of gold market

Gold Price Dynamics (Context for Your Table Correction)
Inflation-Adjusted Gold Price Using 1980 CPI FOrmula  — sowsiy avwags s prca

8500

Qumm LARCY)
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Insight
e  Prices hit multiple all-time highs in 2025 (53 highs)
e Driven by:
o Geopolitics
o Interest rates
o ETF demand

Key Academic Chart You SHOULD Include (High Impact)
Suggested Custom Chart (for your paper)

You should include:

“Central Bank Gold Demand vs Historical Average”

Period Tonnes
2010-2021 Avg | ~473
2022-2024 >1000
2025 863

II. CONCLUSION

Results and Discussion
Currency Alignment and Hedging

Matching currencies of cash inflows and cash outflows improves FX and
liquidity results with derivatives used for hedging risk.
Legal Framework Impact

Enforceable security interests and legal agreements increase recovery
values in cross-border distressed scenarios.
Adjusted Capital Budgeting

Risk-adjusted discount rate models provide realistic valuations, which are
different from conventional CAPM models.
Regime-Aware Portfolio Diversification

Diversification across different policy regimes increases the robustness of
portfolios, and gold supports strategic crisis allocations.

Conclusion of the Study
Strategic Financial Framework

Global financial management requires a strategic rules-based approach
rather than forecasts and simple risk models.
Resilient Cash Flow Systems

Businesses must develop multi-regime cash flow systems to cope with
currency volatility and market fluctuations.
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Selective Hedging and Legal Rights

Effective financial management requires businesses to adopt a selective
hedging approach using derivatives and enforceable legal rights.
Asset Behavior and Market Dynamics

Assets such as gold and diamonds ate affected by fundamental factors and
institutions, which shape market behavior.

Strategy is what matters across borders, not prediction. Build assets that
throw off cash at more than one regime, secure your rights where they matter, and
let your hedges and portfolio rules quietly work. That is how money becomes
value.

Global Financial Management in the Post Bretton Woods world has to be
transformed from the static, model-driven approaches of the past to the dynamic,
inter-disciplinary approaches of the future, informed by the realities of monetary
policy, law, and markets. The research has established that, in the wortld of fiat
money, value is no longer tied to physical stores of value, but to the credibility of
the regime, the policy, and the enforceability of rights.

Empirical evidence of the gold markets and the actions of the central
banks confirms that the value of assets is now driven by the increasing levels of
macro-economic uncertainty and geopolitical positioning, rather than traditional
fundamental analysis, while at the same time, the role of narrative and scarcity, as
exemplified by the diamond markets, points to the increasing role of perception in
the determination of value.

The research establishes the fact that for effective financial management
between borders, three key principles need to be observed: currency alignment and
hedging, legal structures for enforceability, and portfolio strategies for
diversification across policy regimes rather than asset classes.

Ultimately, the creation of sustained value in global finance is less a matter
of prediction and more a matter of resilience: building systems that create cash

tflow, survive the regimes, and transform financial claims into realizable outcomes.
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