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What Leads To Best Practices?

Key Events

� Positive

� Growing business

� Overseas expansion

� New business opportunities

� Acquisitions

� Negative� Negative

� Financial Crisis
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What Leads To Best Practices?

What keeps Treasurers up at night?

� Credit/FX Exposure

� Forecasting cash flow

� State of the economy
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In 2008-Unprecedented Times on a Global Scale…

Some monoline insurers 
downgraded by Moody’s

Mortgage lender 
IndyMac 
collapses

Fed Funds Rate cut 125 bps 
during January to 3.00%

Fed Funds Rate 
cut 75 bps to 2.25%

JulyJuneMayAprMar AugFebJan

Auction Rate Securities 
Remarketing Failures

Bear Stearns 
acquired 
by JPMorgan Chase

Crude oil soars to 
$147/bbl

Fed Funds Rate cut 
25 bps to 2.00%

Northern Rock 
nationalized by 
the UK

JulyJuneMayAprMar AugFebJan
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…and Change Happening at an Unprecedented Pace

Lehman Brothers 
files for 
protection under 
Chapter 11 of the 
U.S. Bankruptcy 
Code after losing 
94% of its market 
value this year

U.S. government 
seizes control of 
AIG

Wells Fargo acquires 
Wachovia

Citi receives 
protection on $306B 
of troubled assets

American Express 
converts to bank 
holding company

Reserve Primary Fund breaks 
the buck

Putnam Investments LLC closes 
its institutional Prime Money 
Market Fund

Lloyds TSB Group agrees to 
acquire HBOS

Ireland guarantees deposits 
and bank debt

U.S. Treasury to insure 
Money-Market Fund 
holdings

Iceland nationalizes
3 largest banks

DecNovOctSep

Fannie Mae 
and Freddie 
Mac placed 
into 
conservatorsh
ip by U.S. 
Government
Merrill Lynch agrees 
to be sold to Bank 
of America in an all 
stock deal for $29 a 
share

National Bureau of 
Statistics announces 
U.S. has been in 
recession since Dec 
2007

TARP funds extended 
to GM, Chrysler and 
Ford

The Fed announces that 
Goldman Sachs and 
Morgan Stanley are to 
become bank holding 
companies, marking the 
end of an era

The Fed in conjunction with 
other central banks 
quadruples the amount of 
dollars available to banks to 
$247B

Singapore (MAS) 
guarantees deposits

South Korea 
guarantees bank debt

Australia guarantees 
bank senior debt

China announces 
$586B stimulus 
program

Washington Mutual 
banking business 
acquired by JPMorgan 
Chase

DecNovOctSep
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…Continues today

Feb

Venezuela 
President 

Hugo Chavez 
announces 
devaluation 
of country's 
currency

Greece's 
national debt 
is bigger than 
the country's 
economy

Jan Mar

The Greek 
government  

approved a new 
package of tax 
increases and 

spending cuts to 
save 4.8bn EUR 
($6.5bn; £4.4bn) 

and ease its budget 
crisis

Apr

Greece is 
offered 30bn 
EUR loan

Greek bonds 
rated 'junk' 
by S& P's

May

European Union 
agrees to multi-
billion dollar 

fund to stabilize 
European 
economies

Jun

Leaders at the 
G20 summit agree 
to cut national 
budget deficits 

while endeavoring  
to promote 

economic growth

Jul

US financial 
reform 

passed by 
Senate

Aug

Vatican Bank 
investigated 
over possible 
violations of 

money 
laundering 
regulations

Sep Oct

Dollar 
falls to 
15-year 
low 

against 
yen

EU Agrees to a 
permanent fund to 

help the euro in times 
of crisis, and to laws 
giving the EU the 
power to check 
national budgets.

Nov

EU close 
to 

agreeing 
Irish 

rescue

Dec

7

Obama has 
proposes 
significant 
new curbs on 
the activities 
of banks to 
try to prevent 
future 
financial 
crises

2010

Obama 
unveils 
2011 

budget 
plans

Plan to 
repay 
Icesave 
debts 

rejected

Greece:

Deficit: 12.7% of 
output, four times 
higher than EU limit 
Debt: 300bn EUR 
(£275bn; $410bn) 
Unemployment: 

10% Inflation: 2.8%

BP Oil 
Spill 
after 

blast on 
Oil Rig 
in Gulf 

of 
Mexico

Greece 
Bailout 
worth 
$146 
billion

Senate 
approves 
reforms 
of Wall 
Street

China 
hints at 
stronger 
currency

Europe's big 
banks pass 
stress tests

World Bank to 
loan Pakistan 

$900m

Asian markets 
fall on China 
interest rate 

hike

Federal 
Reserve to 

pump 
$600bn 
into US 
economy

A bipartisan 
agreement 
reached to 
extend soon-
to-expire 

Bush era tax 
cuts to all 
Americans



� Placed greater importance on internal liquidity and working capital processes

� Engaged executive-level support for and involvement in working capital optimization

� Focused on managing working capital risk

� Greater focus on growth outside of US

� Treasurers began managing cash in a more strategic manner to ensure adequate 

levels of liquidity

How Corporations Reacted 

levels of liquidity

– Greater focus was placed on International Cash and Inter-company activity to fill 

liquidity gap

– Worked closely with Tax to develop means of accessing international cash 

balances

– Re-assess international liquidity structures to streamline flows of cash
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Global Treasury - Market Trends in 2011

Centralization

� Migrating from a decentralized environment to more centralized

People

� Identifying, hiring, retention of strategic leaders

� Project management focus

� International background, knowledge

Process and Efficiency

� Continued migration from paper to electronic

� Development of long term strategic plans for Treasury, in sync with Corporate 
objectives

� Process improvements from transactional standpoint (i.e., STP)
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Technology

� Increased integration with banking partners to automate payments and receipts

� Greater reliance on ERP systems and treasury workstations

Visibility and Control

� Automated view of domestic and global cash balances, leveraging multi-bank 

Global Treasury - Market Trends in 2011

� Automated view of domestic and global cash balances, leveraging multi-bank 
reporting when required

� Rationalizing/Optimizing bank relationships and structures to improve and streamline 
cash positions

� Adopting global standards across regions for internal process and audit for better 
control
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Expanded Role of Treasury

� Control or Strong influence over all aspects of working capital

� Increased responsibilities and oversight for Risk including Trade Finance and Capital 
Markets activities

� Corporate Strategic Partner 

Global Treasury - Market Trends in 2011

Organization and Influence

� Globalization and Centralization of treasury and finance activities

� Visibility and accountability for global accounts and bank relationships

� Major stakeholder in all key corporate strategic decisions: ‘a seat at the table’
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Risk Management and Mitigation

� Managing more risk than before (including trade, FX, etc.)

� Developing and executing plans to mitigate identified risks

� Using technology and standardized processes to strengthen controls around risk 
and exposure management

� Monitor the health of banks and partners

Global Treasury - Market Trends in 2011

Optimized Liquidity and Treasury Structures

� Pooling (physical and notional) to leverage cash and optimize returns

� In-House Banks, global treasury centers, payment factories, and shared service 
centers

� Outsourcing of investment management, reporting and other treasury functions

� Intercompany netting and loan administration
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Global Treasury - Market Trends in 2011 

Global Liquidity Trends

� Continued concerns around counter-party risk 

� Overall banking relationships are growing to mitigate counter party risk, while at the 
same time being rationalized for overlap of day to day treasury management

� Treasurers and cash managers are becoming more strategic, since operating cash 
has become more strategic – liquidity at adequate levels is as important as yield in 
this environmentthis environment

� Expensive credit markets are placing greater focus on internal liquidity and cash flow 
forecasting has become most critical

13
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Understanding Cash Needs:  Adopting a Consistent and Dynamic Framework

� Working capital is constantly changing, however, the factors that must be considered 
and understood should not

� Understand your need to hold cash:

� Type:
– Working capital / operating
– Capital expenditure
– Debt maturities
– Repurchases / dividends

� Degrees or Urgency of Need:
– Short-term vs. Medium-term
– Expected vs. Unexpected
– Discretionary vs. non-discretionary
– Tactical vs. Strategic– Repurchases / dividends

– Acquisitions

� What is the appropriate level of cash?   Balance trade-off between:

� The known opportunity cost of holding cash 

� The cost to replenish cash reserves (under duress?) 

� The uncertain cost of not being able to meet cash needs

� To develop an appropriate framework:

� Need to understand: typical, expected, probable and possible cash flows

� Need to consider: timing, frequency, size, and degree of certainty

15



Best Practices on Global Liquidity and Working Capital

� Forecast and segment cash needs

� Establish appropriate investment guidelines

� Select investments appropriate for cash segments

� Maximize liquidity transparency and efficiency by centralizing Treasury management

� Optimize liquidity and working capital efficiencies

16



Forecast and Segment Liquidity Needs

Cash Forecasting

� Develop cash flow receipts and disbursements analytics

� By significant legal entity and geography

� Consider transfer limitations / differences arising from currencies, time zones, 
other local in-country processes (not excluding tax and regulatory rules)

� Time buckets progress from daily to weekly to monthly

� Continually revise based on latest information

� Establish an open dialogue with key internal partners 

� Stress assumptions for idiosyncratic and market risks

� Identify key drivers and dependencies of significant flows

� Update periodically or more frequently as the environment changes

� Use historical balance reporting data to develop trend analytics

17



Segment Liquidity Needs

Segmenting Cash

• Intended to fund daily 
operating needs which 
may be subject to 
unforeseen volatility 

• Local or regional 
investment decisions 
required on daily/
weekly basis 

V
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80

Operating Cash
(Horizon—Daily)

Restricted Cash Pools

• Balances trapped 
in regulated 
jurisdictions

• Forecasted excess 
balances 

• Cash is forecasted for 
a particular near-term 
purpose (e.g., business 
investment and stock 
repurchase)

• Near-term liquidity is 
a secondary concern 

• Unsuitable for volatile 
cash flows/portfolio, 
temporary cash 

Strategic Cash 
(Horizon—Longer-term)

S
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Cash Cycle

Reserve Cash
(Horizon—Daily/Monthly) 

TIME

B
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S jurisdictions

• Cash collateral

• Adverse tax 
consequences
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Establish Appropriate Investment Guidelines 

� State objectives

� Specify roles and responsibilities

� List authorized investments

� Balance flexibility and control

� Identify risk tolerances 
(aggregate and individual)

� Tenors

� Counterparties

� Complexity

Safety &
Availability

Maturity/
Duration

Authorized
Investments

Concentration/
Diversification

� Complexity

� Report investments and any 
guideline breaches

� Incorporate into firm-wide risk framework

� Update with evolution business model

Credit
Quality

Dealer/
Counterparty
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Select Investments for Each Cash Segment

Total
Balance 
Sheet
Cash

Operating Cash 

• Demand deposit 

Strategic Cash

Reserve Cash Solutions 

L
iq
u
id
it
y
 N
e
e
d

• Money market deposit 

Reserve Cash

• Demand deposit accounts

Restricted Cash  

• Demand deposit 
accounts

• Demand deposit 
accounts with  
end-of-day sweeps

• Interest bearing 
demand deposit 
accounts (non-U.S.)

P
o
te
n
ti
a
l 
S
o
lu
ti
o
n
s 

Reserve Cash Solutions 
plus

• Longer tenor 
customized separately 
managed accounts

• Fixed income securities2

• Bond funds2

• Money market deposit 
account

• AAA-rated domestic 
and international 
money market funds1

• Certificate/Time 
Deeeeposits

• Short tenor 
customized separately 
managed accounts

• Demand deposit accounts

• Money market deposit 
account

• Private placement 
vehicles

• Customized separately 
managed accounts

• Fixed income securities2

• AAA-rated offshore 
USD and foreign 
currency funds

• Multi currency interest 
program

1 US registered J.P. Morgan Money Market Funds are distributed by J.P. Morgan Distribution Services, Inc.(“JPMDS”), which is an affiliate of JPMorgan Chase & Co. Affiliates of JPMorgan Chase & Co. receive fees 
for providing various services to the Funds. Treasury & Security Services and JPMorgan Asset Management activity may be offered by J.P. Morgan Institutional Investments, Inc.(“JPMII”) member FINRA/SIPC.

2 Fixed income securities products are not FDIC-insured, are not deposits of or guaranteed by JPMorgan Chase Bank, N.A., or any affiliates, and are subject to investment risks, including the possible loss of the 
principal amount invested.  Fixed income products are offered through J.P. Morgan Securities Inc. (“JPMSI”), member FINRA/SIPC, a separately incorporated subsidiary of JPMorgan Chase & Co. and an affiliate 
of JPMorgan Chase Bank, N.A.  JPMSI and/or its affiliates may hold a position or act as market maker in the financial instruments mentioned herein (or related instruments) and may also act as underwriter, 
placement agent, advisor or lender to an issuer of such financial instruments. JPMSI and/or its affiliates may participate or be financially interested in a primary or secondary distribution in the instruments (or 
related instruments) purchased by you. 
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Maximize Liquidity Transparency and Efficiency by centralizing Treasury 

management

� Implement information reporting

� better visibility and access to cash balances 

� Multi-bank reporting for up-streaming or investing cash

� Rationalize, analyze and consolidate accounts with global bank relationships, using 
regional and local providers only where necessary

� Develop centralized Treasury policies and procedures

� Bank relationships:  

� Debt and Investments

� FX risk management

� Inter-company netting

� Treasury Systems

21



Optimize Liquidity and Working Capital Efficiencies

� Leverage investment in ERP technology and Treasury systems to automate and 
integrate the accounting,  receivables and payables processes

� Migrate paper disbursements to electronic  

� Establish optimized Treasury structures:

� Cash concentration / pooling 

� In-house banks

� Global and regional treasury centers� Global and regional treasury centers

� Finance companies

� Shared services centers & Payment factories

� Inter-company netting 

22
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� Account services

� Accounts all seem to be designated for specific purposes

� Cannot open certain accounts outside of my location of incorporation

� Payables

� My vendors ask for a variety of payment methods, such as domestic wires, checks, bank drafts or cash

� I am asked to present lengthy supporting documents for every single FCY payments

� Collections

� My clients use a variety of payment methods, such as domestic wires, checks, bank drafts or cash

� My clients insist on us opening bank accounts at their preferred locations and banks for paper instrument and 

Key treasury issues and challenges in China 

Issues and challenges

� My clients insist on us opening bank accounts at their preferred locations and banks for paper instrument and 
cash deposits.  I end up with too many bank accounts 

� I don’t have visibility of account information and control of funds.  I also have great difficulty reconciling 
incoming proceeds and A/R records

� Liquidity

� Regulated interest rates. Deposit rates for RMB and FCY (below USD3MM equivalent) are capped.  RMB 
lending rates have floors.

� My cash rich subsidiaries cannot lend directly to my cash poor subsidiaries

� I have limited investment options for RMB and onshore FCY 

� Tighter liquidity in the market in the foreseeable future

24



Regulators require that accounts be segregated by purpose

Basic Account

General Account

RMB

RMB

Capital Account

Current Account

Foreign Currency

Foreign Currency

25



Key account types in China 

Because of banking regulations, accounts in China are purpose-specific.  The table below describes the four most 
common account types held by foreign corporations in China.

Account

General account 

Basic account For all transactions, 
including cash 

withdrawals and payroll 
disbursements

RMB collection 
via local wires, 

checks and 
credit notes

Serves same purpose 
as basic account with 

exception of cash 
withdrawals and payroll

RMB collection 
via local wire, 
checks, credit 

notes and cash

Multiple accounts can be 
held, but not in the same 

bank branch as basic 
account

One account per legal 
entity in city of 

incorporation.  PBOC 
approval required to 

open

RMB payment 
via local wires, 

checks and 
credit notes

RMB payment 
via local wire, 
checks, credit 

notes and cash

RMB 

RMB 

Currency Purpose Inflow Outflow Regulatory requirements

Foreign 
currency

Foreign 
currency

Approved capital 
injections 

Current account1

Capital account Receive capital 
investments from 

overseas parent and for 
paying expenses & fixed 

asset purchases

Receipts from 
current account 

transactions (e.g. 
export of goods & 

services)

Settle cross-border 
payments for normal 

business activities (e.g., 
imports, exports)

credit noteswithdrawals and payroll

Account must reside in city 
where legal entity is 

incorporated.  SAFE approval 
required for most account 

transaction activities

Supporting documents of 
underlying transaction 
required (e.g., invoice,  

customs clearance form) 
before processing

account

Approved 
transactions

Payments for 
current account 

transactions (e.g. 
import of goods & 

services)

credit notes

1 Under China’s Foreign Exchange Control Regulations, ERVA (Export Revenue Verification Account) must be opened with a current account if the 
account holder has incoming receipt related to merchandise export.  Any FCY fund received will be credited to the ERVA first, then transferred to 

client’s current account only after compliance check.
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Background on RMB Internationalization

� On April 8, 2009, the State Council announced the trial phase of the RMB International Trade
Settlement program, a significant step in the government’s goals of:

� Promoting RMB as an alternative to the US dollar as a primary trade currency in Asia

� Helping corporates in China to mitigate FX risk.

� Official launch of the Trial Phase: July 6, 2009.

� Participants: 400 government-approved corporates in China.

� Trade locations: Cross-border trade between Hong Kong, Macau and ASEAN countries and five 
mainland China cities:mainland China cities:

� Shanghai 

� Guangzhou

� Shenzhen

� Zhuhai

� Dongguan.

� Eligible payment types: L/C, DA/DP, open account.
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Beijing

Shanghai

Guangzhou

Tianjin

Chengdu

Geographic Coverage of RMB International Trade Settlement Scheme (effective June 22, 2010)

Expanded RMB International Trade Settlement Scheme

� Companies located in the following 20 trial cities / 
provinces can participate in RMB international trade 

settlement:

� Municipalities: Beijing, Tianjin, Shanghai & Chongqing

� Provinces: Inner Mongolia, Liaoning, Jiangsu, 
Zhejiang, Fujian, Shandong, Hubei, Guangdong, 

Guangxi, Hainan, Sichuan, Yunnan, Jilin, Heilongjiang, 
Tibet and Xinjiang

� No restrictions on corporations outside of China.  Any 
overseas corporation can settle cross border trade in RMB 

with qualified companies in China.

RMB International Settlement Trial Cities/Provinces

J.P.Morgan Branches in China

Guangzhou

� Exports to China

� Merchandise trade

� Service trade

� Other current account transactions

� Imports from China

� Merchandise trade with approximately 67,400 Chinese exporters on the government-approved list

� Service trade

� Other current account transactions

Eligible Transactions (from overseas perspective)
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Offshore RMB Accounts in Hong Kong

� What is an Offshore RMB Account?

� RMB account opened by a corporation with a participating bank in Hong Kong

� Two types of Offshore RMB Accounts:
– RMB DDA: for transactions within Hong Kong
– RMB Cross Border Trade Settlement DDA: for settlement of trade with Mainland China

� Who can open an Offshore RMB Account?

� Any corporation (no residency requirement)

� What services are available under an Offshore RMB Account?

� RMB payments and collections related to eligible cross border transactions with China (using 
RMB Cross Border Trade Settlement DDA)

� Interest bearing

� Foreign exchange conversion allowed

� Transfer to and from RMB NRA with same ownership

� Transfer to and from other Offshore RMB Accounts with same or different ownership

30



China’s New Loan Regulations & Credit Tightening Measures

� Loans are subject to different regulations depending on the purpose of the loan

� Working Capital Loan Regulations

� Working capital need assessment and due diligence

� Use of proceeds

� Monitoring of loan draw-downs and disbursements

� Loan account

� Fixed Asset Loan Regulations

� Due diligence and loan monitoring

� Requirements for draw-downs� Requirements for draw-downs

� Methods of disbursements

� Required amortization

� Other Credit Tightening Measures

� Required Reserve Ratio increases

� RMB benchmark interest rate hikes

� RMB loan quotas
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Global Treasury – Best Practices

� Staff with international expertise, knowledge and the ability to act strategically

� Process improvements including migration from paper to electronic channels and incorporating 
new industry standards, i.e. SEPA

� Increased integration with banking partners for higher levels of automation both for collections and 
payments

� Rationalizing global banking relationships to key providers for a streamlined view/structure

� Introduction global standards on visibility and control

� Treasury goals aligned with those of corporate

� Development and execution of risk mitigation strategies for foreign exchange, trade and other 
areas under an expanded role in the corporation

� Implementation of global treasury centers, payment factories, and shared service centers, pooling 
structures
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Questions
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