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Today’s Environment
Market Trends and Drivers

TREND

Corporate Treasury operations are rapidly evolving –
using centralisation and automation to control and mobilize global cash positions

IMPACT

• Globalisation • Treasury Operating Model is changing from 
Regional to Global

• Global Banking Technology • Automation, outsourcing and centralisation of 
cash and liquidity management

• Single Euro Payments Area (SEPA) • Centralisation of transaction processes into 
Shared Service Centres (SSCs)

• Tightened credit environment • Increased need to control and mobilize internal 
liquidity, decrease dependency on external 
funding
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Today’s Environment
Key Treasury Responsibilities

Source:  EuroFinance Business Confidence Survey, September 2009
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Today’s Environment
Trend Towards Centralization

Centralized Finance Functions

In-Country Cash 
Management

Arm’s 
Length 

Treasury

Regional 
Treasury
Center

Global 
Treasury 
Center

?
Still valid after
Financial crisis

Centralization

§ Multi-currency cash balances
§ Money Market and FX operations 

in all convertible currencies

§ Regional currency cash balances
§ Money market operations in FCY
§ Regional cash sweeps

§ Inter-company Loans
§ FX and interest rate risk 

management

§ Long-term funding
§ Corporate finance
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Drivers for Change
Helping Clients Adapt to a Changing Liquidity Environment
Challenges
• Post-slowdown recovery
• Compressed interest rate environment
• Reduced appetite for utilization of credit facilities
• Tighter credit restrictions affect intra-day funding and overdraft limits

Solutions
• Innovative liquidity structures use internal cash to cover reduced intra-day lines and overdrafts, enabling 

subsidiaries to maintain access to liquidity
• Automated end-of-day sweeps adjusted to allow early morning automated funding
• Short-term debt minimized by sweeping balances to home country rather than leaving in-country
• Helping to enhance client’s internal processes and cash flow control
• Innovative and diverse investment solutions

Corporates and banks, like RBS, are working together to identify ‘pain points’ 
in the cash pools and adapting liquidity solutions as needed
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Drivers for Change

Project Objectives

•Streamline the number of banking relationships

•Achieve visibility of overall cash position

•Manage excess cash as a corporate asset

•Create a single access-point for managing cash flows

•Leverage cash surpluses for internal funding

•Achieve pricing efficiencies by utilizing a single provider



The Myths

Reasons to be cautious?

• “Cash Pooling” is expensive to set-up and maintain

• Won’t we need credit lines?

• We’re not big enough

• Isn’t the tracking really complicated?

• There are lots of tax and audit issues
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The Myths De-mystified

Reasons to be cautious?

• “Cash Pooling” is expensive to set-up and maintain

Its important to consider cost vs benefits

• Won’t we need credit lines?

Not necessarily……….

• We’re not big enough

Liquidity solutions are no longer the preserve of the super-global

• Isn’t the tracking really complicated?

No, its not 

• There are lots of tax and audit issues

There are some tax / audit / regulatory issues to consider, which your 
provider will be able to flag at a high level
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The Answer…….

It depends!

• Multiple currencies

• Multiple jurisdictions

• Multiple legal entities

• Debit and credit positions

• Level of activity and balance levels



Physical vs Notional

• Operating companies “lose” control of their 
cash

Sweep creates inter-company loans which 
need to be managed 

No balance sheet lengthening

No limitations on jurisdictions that may 
participate

Maybes….

Inter-company loan administration required 
(interest re-allocated)

Withholding tax on inter-company interest

Withholding tax on bank interest

Thin capitalisation

Inter-company interest rates at arms length 
rates

Overdraft and intra-day credit limits required

• Operating companies retain control (ownership) 
of their cash

Inter-company lending can be eliminated

Overdraft, intra-day and sub credit limits 
required to ensure efficient operation

Security is required (pledges/joint & several)

Balance sheet lengthening effect (IFRS)

Restriction on entities incorporated in certain 
jurisdictions

Re-allocate interest at rates set by Treasury (to 
master account only or to all participating 
accounts)

Physical concentration required to concentrate 
cash into one jurisdiction

Maybes….

Withholding tax on bank interest payments



Summary

Solution Key Benefits Considerations
Interest 
Optimization

•Very simple to implement
•Enhanced yield for growing 
balances
•Multi-currency

•Only includes credit 
balances**
•No actual concentration

Zero-balancing •Creates single liquidity 
position
•Automated
•True end-of-day (within RBS)
•Can include 3rd party 
accounts

•Co-mingling of funds
•Single currency

Notional Pooling •Single or cross-currency
•Set-off of debit and credit 
positions
•Automated
•Can include RBS and 3rd

party accounts
•Reduces FX risk

•Pooled accounts must be in 
single location
•Cross-guarantee agreement 
required between all 
participants
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Which Solution is Right for Me?

The Answer…….

Typically, a combination of some or all of the foregoing will deliver best 

results.
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The Future of Liquidity Solutions

The Realities
• Requires a global bank with broad network and extensive liquidity expertise
• Requires an appropriate level of daylight/overnight overdraft availability

2009 Proved the Tremendous Value of Liquidity Solutions
• Lowest-cost source of financing via internal funding
• Global / Cross-Regional solution
• Reduction of FX transactions associated with liquidity management
• Visibility and mobilization of worldwide cash

Automated Solutions Further Optimize Liquidity Management
• Integrated liquidity platform with consolidated view of investable cash with automated solutions
• Online account management reduces commercial risk and increases the speed of opening bank accounts
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Final thought…

During the recent credit crisis, 
companies that were able to mobilize cash across their network

were able to reduce their dependence 
on external (even intra-day) funding.
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Disclaimer

The Royal Bank of Scotland plc (“RBS plc”), The Royal Bank of Scotland N.V. (“RBS N.V.”), RBS Citizens, N.A. and Citizens Bank of Pennsylvania (“Citizens”) are subsidiaries of The Royal Bank of Scotland Group plc (“RBS 
Group”). Citizens Bank and Charter One Bank are brand names of RBS Citizens, N.A. and Citizens Bank of Pennsylvania. With RBS Group and other subsidiaries and affiliates of RBS Group they are referred to here as “RBS 
Group Members”. 

No representation, warranty or assurance of any kind, express or implied, is made as to the accuracy or completeness of the information contained in this document and the RBS Group Members accept no obligation to any 
recipient to update or correct any information contained herein. The information in this document is published for information purposes only. Views expressed herein are not intended to be and should not be viewed as advice or 
as a recommendation. You should take independent advice on issues that are of concern to you. This document does not purport to be all inclusive or constitute any form of recommendation and is not to be taken as a 
substitute for the recipient exercising his own judgment and seeking his own advice. This document is for your private information only and does not constitute an analysis of any potentially material issues nor does it constitute 
an opinion to buy or sell any investment. Prior to entering into any transaction, you should consider the relevance of the information contained herein to your decision given your own investment objectives, experience, financial 
and operational resources and any other relevant circumstances. No RBS Group Member, nor any other person, shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including 
lost profits, arising in any way from the information contained in this communication.

RBS plc is registered in Scotland No. 90312. Registered Office: 36 St. Andrew Square, Edinburgh EH2 2YB. It is authorized and regulated by the Financial Services Authority. RBS N.V. is registered with the Chamber of 
Commerce and Industries for Amsterdam, The Netherlands, with No. 33002587; its registered head office is Gustav Mahlerlaan 10, 1082 PP Amsterdam, The Netherlands. It is authorized and regulated by De Nederlandsche
Bank, the central bank of The Netherlands. Citizens is a National Bank, organized, existing and regulated under the laws of the United States of America.

RBS plc is in certain jurisdictions an authorized agent of RBS N.V. and RBS N.V. is in certain jurisdictions an authorized agent of RBS plc.

RBS Group Members operate in more than 35 countries around the world to provide a range of retail and corporate banking, consumer finance, insurance and wealth management services. RBS Americas encompasses all 
RBS Group Members’ operating units in North America and Latin America, including Citizens.

The daisy device logo, RBS, and The Royal Bank of Scotland are trade marks of RBS plc and the RBS Group Members.

Copyright 2011 RBS plc. All rights reserved. This communication is for the use of intended recipients only and the contents may not be reproduced, redistributed, or copied in whole or in part for any purpose without RBS plc's 
prior express consent.
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