The 2007 guide to _
Technology In

Treasury Management

Published in conjunction with:

ABN Amro
Barclays
Citigroup
Deutsche Bank

HSBC e il

ING | J”h |

SometeG , |

= —
.t| '9 l Lol

Y \ U'r "ﬂ ?”,
Il | il oY)
. ﬂ;.{ig,."f i

| .Jlﬁ i 1
.lb h I (4 X = = _ -' fonal Stryce,
r | 1l '||

1
1
L

i 'Hm'm' |
l |J| I

Wimg,



Issued by ABN AMRO Bank N.V., authorised by De Nederlandsche Bank and the Financial Services Authority; regulated by the Financial Services Authority for the conduct of UK business.

YOU FOCUS
ON RESULTS.

You want a long-term partner that shares your ambitions.
Together, we can simplify even the most complex challenges.
A network spanning over 60 countries, innovative technology
and a commitment to client focus add up to a multiple award
winning service. Our diagnostic approach helps determine
optimal solutions, whatever your treasury needs.

www.abnamro.com/transactionbanking

Making more possible

TRADE FINANCE

Best Online Trade Finance Provider
Award for Excellence
2003, 2004, 2005 and 2006

IOBAL
GJ:‘INANCE

Best Bank for Liquidity Management
(includes Cross-border Pooling and
Netting)

Western Europe

2006 and 2007

TRADESEQRFAITING

Review

Best Trade Platform/Best Online
Trade Provider
2005 and 2006

GIOBAL

'FINANCE

Best Trade Finance Bank in Europe
2001, 2002, 2003, 2004, 2005,
2006 and 2007

GIOBAL

"FINANCE

Best Bank for Risk Management
Western Europe
2006 and 2007

FXVIM

No 1 Leading FI for Transaction
Services Benelux

Treasury & Liquidity Research
2005 and 2006

“ ABN-AMRO




ICM review:
Bringing it all together 2
By Jack and Wolfi Large

A new dawn for standards 4

Contents &

Think global, act local 16
HSBC

Hoya Vision: 20
Maximizing payment efficiencies
Deutsche Bank

Payment systems review:

Cashing in on technology 26
By Jack and Wolfi Large

The role of digital identity 28
Citigroup

Opening up 32
Barclays

Risk and compliance review:

Balancing risk and regulation 34
By Jack and Wolfi Large

Technology review:

Forging new links in the chain 38
By Jack and Wolfi Large

Making full use of SWIFT 40
Societé Générale

This guide is for the use of professionals only. It states the position of the
market as at the time of going to press and is not a substitute for detailed local
knowledge. L

Euromoney Institutional Investor PLC
Nestor House

Playhouse Yard

London EC4V 5EX

Telephone: +44 20 7779 8888
Facsimile: +44 20 7779 8739 / 8345

Directors: Padraic Fallon (chairman and editor-in-chief), Sir Patrick Sergeant,
Richard Ensor (managing director), C.J. Sinclair, Neil Osborn,

Dan Cohen, Christopher Brown, Gerard Strahan, J P Williams, John Botts, Colin
Jones, The Viscount Rothermere, Simon Brady,

Tom Lamont, John Bolsover, Gary Mueller, Diane Alfano

Editor: Thea Hatfield
Director of research guides: Mike Carrodus
Cover illustration: Garrett Fallon

Printed in the United Kingdom by: St Ives, Roche, UK
© Euromoney Institutional Investor PLC London 2007

Euromoney is registered as a trademark in the United States and the United
Kingdom.




ICM: Bringing It all together

Surveying the ICM market reveals that the dramatic increase in competition is likely to lead to the
emergence o f two types of ICM banks: manufacturers of cash management systems and services

and distributor banks white-labelling the manufacturers’ products

Different strategies are emerging in the international cash
management (ICM) business to meet the ever-increasing demands
of corporate clients. Clients want more efficient services and lower
charges. Competition is increasing domestically, regionally and
globally and banks must show continuing commitment to and
investment in ICM to attract and keep corporate clients. All the
strategies aim to improve cash management and operational
efficiency. The differences are in how the solutions are put together
and delivered.

Corporate requirements and ICM practices
Over the past year, there have been important developments in
corporate requirements for ICM solutions:
1 companies are becoming much clearer about the ICM solutions
they want. As one senior corporate treasurer complained,“What |
want to buy is a solution to my problems, not to the banks’ problems,
and not necessarily what they want to give me.”
1 thereisincreasing interest and support for the development of
more complete and practical transaction and processing standards,
particularly from the very large companies, as they realize that
customized solutions tailored to their individual demands can leave
them vulnerable to lack of support and also increase their costs.
1 the globalization of trade and ever more complex accounting
standards and compliance requirements have led to increased
demands for:
m simplicity in the development of processes and systems and
the availability of straight-through processing wherever it is cost-
effective;
m less sophisticated financial instruments;
m improvements in efficiency across the whole financial supply
chain, not just in the corporate treasury department (examples of
automation across the financial supply chain can be found in the
chapter on technology);
m solutions involving fewer banks, with ease of implementation
and operation paramount.

There have also been some important changes in corporate
practices, including:

1 increasing automation in all areas of cash management; for
example, the number of companies linking their ERP systems direct
to banks rather than dialling into the bank is growing world-wide.

1 increasing use of sophisticated products by smaller multinational
corporations (MNCs) and middle market companies.

1 continuing reduction in the number of global, regional and
domestic banks used in ICM solutions, with:

1 most companies aiming for regional ICM solutions using one lead
bank and as few domestic banks as possible;

1 a small, but growing, number of companies talking of moving to
asingle global ICM solution (Citigroup claims to have identified 100
companies intending to move to a single global bank).

by Jack and Wolfi Large

1 companies focusing on overall liquidity management rather than
cash concentration by:
m setting up automated multi-currency pools; for example,
the vast majority of the companies in ABN Amro’s liquidity
management pipeline are opting for some form of cross-currency
pool. Phillip Lindow, executive director, transaction banking/
global treasury and investment management at ABN Amro says,
“By applying our liquidity management tool box to a company'’s
internal operating, legal, tax and regulatory structures, much of
the day-to-day cash management operations related to managing
working capital uses can be automated. This frees resource to
concentrate on expanded treasury responsibilities”;
m implementing new levels of automation; for example, improved
cashflow forecasting and drawdowns are enabling companies to
reduce the funds held in local banks dramatically, from an average
of $100,000 to $20,000 in many companies.
m demanding more from their banks'’ liquidity management
services. Randy Schultz, managing director of global treasury
services (EMEA), Bank of America says,"“In recent years banks
have had to listen to the voice of the client and develop flexible
solutions as corporates become even more sophisticated. A
good example of this is liquidity services where it is no longer
sufficient to merely provide regional ZBA or notional pooling
solutions. The bank also has to provide products such as cross
regional sweeping, multi-bank sweeping, multi-currency pooling
and interest optimization on a truly global basis in order to meet
the clients’ global requirements”
1 increased use of shared service centres (SSCs), which are now
spreading to middle market companies.
1 a growing demand for web-based services (more detail can be
found in the chapter on technology) and the outsourcing of typically
non-treasury functions.
1 increasing the level of automation in the corporate treasury
department, either to reduce the number of staff or enable the
same number of staff to accept more responsibilities (the average
corporate treasury department now has five members of staff or
fewer, even in large global companies).

The overall conclusions are that companies are requiring more
efficiency from their regional and increasingly global ICM solutions,
and are focusing more on the overall efficiency of the financial
supply chain, not simply on cash and treasury management.

ICM business models

The basic economics of the ICM business are stark, with the income
from cross-border transactions a small fraction of the domestic
business income. Yet competition in ICM is so fierce that continual
investment is required. It is becoming a scale-driven game. The major
problem for banks at the moment is that regulatory and market
infrastructure changes, such as the Single European Payments Area



Figure 1: One bank infrastructure
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Citigroup’s business model for the
EMEA region prior to 2000 was
primarily focused on becoming the
lead global network bank for the top
MNCs around the world and a few fast-
growing middle market companies. In
Europe it centralized all operations in
Dublin and all product development in
London.

Consumer

It subsequently became clear that,

as markets such as Europe became
increasingly harmonized and as MNCs
were increasingly demanding full
regional and even global ICM solutions,
Citigroup needed more products and
services to match these requirements.
Although Citigroup has branches in

19 of the 25 European markets - and

Telephone

Banking AN

(SEPA), Basel Il and Target 2, are using up most of their discretionary
investment, putting enormous pressure on them to come up with
new business models to deliver their ICM services both cost-
effectively and profitably. A review of some of the business models
of the global network banks reveals some important differences.
ABN Amro’s Transaction Banking is a global business unit, formed

in 2005, incorporating cash management, trade and supply chain
services and card services for all the bank’s client segments, across all
regions, as shown in figure 1.

As Ann Cairns, chief executive officer, transaction banking, at

ABN Amro, explains,“Our enterprise-wide approach delivers the
advantages of scale and facilitates rapid sharing of knowledge

and operational best practice across different client groups and
geographies. Here's an example: our global internet banking
platform, Access Online, was first developed for large, multinational
clients, but now we have leveraged that major investment and re-
designed the service for the benefit of our mid-market clients — this
includes local language versions and other services. Another aspect
of this is employing the experience gained in established markets to
transfer knowledge and build scale in key developing and growth
markets.”

Bank of America supports the international cash management
requirements of their multi-national corporation as well as their
US middle-market and small business clients as they expand their
businesses around the world. Their clients are now able to access
local cash management services in 21 countries in Europe using
Bank of America’s own branches or partner banks.

Ken Deveaux, senior product management executive, Bank of
America says,“This capability provides our clients who are doing
business in Europe with a one stop solution for payment initiation,
reporting, and account administration utilizing Bank of America’s
global client services team and Bank of America Direct. This Internet-
based treasury management service provides our clients with

a proven technology solution, robust security and the ability to
leverage the power of the internet, to make payments quickly and
efficiently around the globe’

feels it is more European than most
European banks - it realised it needed to support clients’domestic
flows more. Since then Citigroup has used a four-pronged ICM
delivery strategy:
1 continuing to enhance cross-border cash management services
and reposition, whenever possible, to provide more support for
domestic cash flows and retain companies’ ICM business.
1 developing two types of strategic alliance partners:

m bank partners with local branch networks to expand Citigroup’s

distribution intra-country - eg, LIoydsTSB in the UK;

m financial institutions to white-label Citigroup products.
1 focusing on payment and funds flows, eg, providing remittance
flow processing for major service providers such as Jardine Lloyd
Thompson and Paymaster employee benefit companies and
working in partnership with payment aggregators such as VOCA and
the UK’s ACH.
1 expanding and improving its ICM delivery infrastructure, for
example, by investing significantly in Citidirect to pull all its services
together.

Naveed Sultan, managing director and head of cash management,
Europe, Middle East, Africa for Citigroup Global Transaction Services,
says,“Citigroup’s objective is to provide fully integrated pan-
European cash management solutions that combine domestic and
regional capabilities, enabling us to serve all of our clients’ needs
consistently and efficiently. The strategy we have executed against
and its continued evolution is in line with the harmonizing European
landscape. It strongly positions Citigroup to retain our current
leadership role in cross-border flows while emerging as a key player
in the domestic cash flows of Europe over the next few years.”

Deutsche Bank’s mission is to be the best in class cash management
bank and is focusing on operational efficiency, utilizing centralized
automation and large-scale processing wherever possible. Its cash
management and trade finance department is part of the Global
Transaction Banking division, which is run as a separate unit with
responsibility for its own P&L, enabling its members of staff to

make their own investment decisions. The division focuses on large
corporates in the main commercial regions of the world, which is
one of the main reasons its ICM business is so profitable.

ICM: Bringing it all together
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Online client service: A new
dawn for standards

What began as an effort to increase automation by ABN AMRO has become a service that offers
corporates far greater visibility and control over their accounts

ABN AMRO’s Online Client Service (OCS) promises a revolution in
standards for corporate customers. The service, which has been
running as a pilot with 16 clients in Europe, including five in the
Netherlands, and two clients in the US, since August 2006 is due to
be rolled out by the middle of the year — initially to the top 1000 of
ABN AMRO’s 60,000 commercial clients. Given OCS’s capabilities and
powerful performance it will no doubt also earn ABN AMRO new
customers.

“We began to develop OCS because we realized that many of the
service requests that we received from clients could be resolved
without the involvement of service personnel,”says lan Holden-
Semple, head of global client service, Transaction Banking at

ABN AMRO.“But we rapidly saw the opportunity to do more

than just create a self-service system. We realized that we had an
opportunity to put the customer in complete control and massively
increase the visibility they have of their banking information.”

Functionality

OCS operates through ABN AMRO's existing Access Online
infrastructure, which is currently being used by the bank’s large
corporate clients and is being rolled out to small and medium-

P&G: An abiding interest in efficiency

sized enterprises. As it uses an existing infrastructure, OCS does
not require an additional layer of sign-on requirements. However,
clients can rest assured that security is paramount — Access
Online uses the strictest validation by two-factor identification to
safeguard its users’ privacy.

As an online service, OCS will complement — though not replace

— telephone client servicing.“We've found that on more complex
matters people still appreciate the ability to discuss their
requirements,” explains Holden-Semple.“But for day-to-day business,
the reaction of our pilot clients to the online abilities of OCS has
been phenomenal. They are increasingly turning to the self serve
channel multiple times a day, at a time that suits them best, to gain
the most up to date information on their accounts.”

OCS has four main functions. Firstly, it provides clients with an
overview and details of their accounts and products.“Although
such a function sounds relatively straightforward, clients say that
itis crucial,” says Holden-Semple.“Often details of accounts held,
when they were opened and who is legally responsible for them is
inaccessible or hard to unravel. OCS means that all that information
is available immediately and in a concise format.”

Proctor and Gamble, one of the world’s largest companies and a leader in personal products, runs cash management for its Western Eu-
ropean operations — totalling 120 subsidiary companies across the region — from Newcastle in the North of England. It has been piloting
ABN AMRO’s Online Client Service (OCS) solution since September 2006.

“We were attracted by the fact that ABN AMRO was being proactive about STR” says Luke Bowman, head of the front office shared service
centre of P&G Global Business Services.“P&G is a company with a strong interest in efficiency and automation so OCS seemed like an
interesting proposition because of its ability to streamline so many aspects of communication and information.

Previously, if P&G wanted to do a balance check during the day it would either have to call up ABN AMRO or, alternatively, set up an inter-
day balance check.“Now we can monitor our balance in real time across all our accounts and observe payment collections,” says Bowman.
“The change will definitely have some liquidity benefits for us.”

Bowman also likes the ability to be able to make enquiries online rather than by using the phone.“We were initially concerned that when
we made an enquiry it wouldn't be dealt with as rapidly as one made by phone but that has not been a problem and most of our com-
munication is now electronic,” says Bowman.“Indeed, the ability to track the status of queries has been a great advantage over a phone-
based query.”

P&G has already begun to talk to ABN AMRO about including account opening functionality on OCS and welcomes the open approach
the bank is taking.“They have sought detailed feedback on every aspect of our experience — things as minor as how one screen page links
to another have been taken on board. That'’s a refreshing approach.”




Borealis: A demand for visibility

Borealis, one of the world’s leading plastics companies, operates across Europe as well as in the US and Brazil through almost 30 compa-
nies. As a long-standing ABN AMRO customer, it was eager to be a pilot client for the bank’s Online Client Service (OCS):“We had been
searching for tools — specifically online tools — that would bring us new functionality and OCS answered the call,” says Eddy Jacgmotte,
manager, cash and bank within financial processes and services at Borealis Polymers N.V.in Belgium.

Jacgmotte says that Borealis had three major expectations of OCS — all of which have been satisfied.“Firstly, we wanted to be able to
check our balances frequently in order to improve our liquidity forecasting,” he says.“That has always been possible but it has been dif-
ficult. Now we have complete visibility when we need it. In addition, the ability to see payments being made, pleases the credit depart-
ment because they can release orders sooner.” Borealis’ second requirement was for greater clarity in relation to account administration.
“It sounds like such a simple thing to be able to know who is responsible for what and who can sign off something,” says Jacqmotte.“But
in reality that sort of information is tough to get hold of, not least because arrangements vary so much between locations.” He adds:“With

this system, compliance and internal controls become much easier.”

Finally, Borealis had always sought to be able to trace enquiries in an easier way.“In the past, the system was focused on telephone que-
ries,” says Jacgmotte.“The service was always good but ultimately we felt that there must be an easier way to do these things. The answer
was to automate the service: now you can just click to make a query and all the details of the query are available immediately.” Jacgmotte
says he welcomes ABN AMRO’s intention to add account opening to its package of services in OCS.“Overall, this is a very powerful tool,”
says Jacqmotte.“In my view, ABN AMRO is the frontrunner in the development of this sort of service and | welcome the chance to work
with them.”

Client feedback indicates that accessing immediate information

is the single most important goal in cash management today. For
example, regulators often ask clients for information about the
services they are using. Ordinarily, locating such information can

be time-consuming but with OCS the process is done immediately
because all the information about a client’s accounts and products is
available at their fingertips.

Secondly, OCS offers real-time balance and transaction information.
“The level of visibility available to clients through OCS is
unprecedented — not least because of the 40-plus countries across
which its functionality extends,” says Carol Hudson, head of service
development, Transaction Banking, ABN AMRO in the Netherlands.
The bank expects to expand the country range of OCS further in the
coming months.“The system also allows for email functionality,” says
Hudson.“For example, if a client wants to know when a particular
transaction has been completed, they can set up an email alert to
notify them when it occurs.”

The ability to see balances in real time makes OCS a significant
liquidity tool, according to Anne Boden, head of transaction
banking Europe at ABN AMRO in London.“From a cash management
perspective, the ability to monitor balances across a number of
accounts in a number of territories is a huge advantage,” says Boden.
“It means that a company’s treasury function can put those balances
to work much more rapidly and consequently maximize yield that
they earn from those balances.”

Automating service requests

OCS's third functionality is the ability to initiate, oversee, track and
trace service requests.“Clients can raise a service request immediately
and automatically,” says Hudson. For example, a client may be moni-
toring a transaction in real time and have a service request relating to
it.“Rather than having to call up customer service and go through a
lengthy explanation of what they would like to know, they can simply
click a button and the information is pre-filled into a service request
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and automatically forwarded to us to be dealt with immediately. It
completely empowers clients in relation to information.”

The final functionality of OCS is closely related to its ability to raise
queries immediately. In a further act of empowerment, corporate
customers now have the ability to answer many frequently an-
swered questions themselves using an online knowledge bank.The
information available not only covers products and payments proc-
esses around the world but detailed and complex market develop-
ments such as the Single Euro Payments Area (SEPA) and its impact
on corporates.

“Compliance requirements vary considerably for customers and their
accounts right across Europe and the world,” says Boden.“Using our
Account Service Wizard, a client can immediately view the compliance
requirements for the 40-plus countries that OCS covers.The value of
that information to customers is substantial.” In due course,

ABN AMRO will also add the functionality to open new accounts on-
line.“We aim to streamline the account opening process and package
the requirements for legal and regulatory information in a way that
makes the process as easy as possible for clients,” she adds.

' ) ABN-AMRO

1 For further information,
1 please contact
1

| Carol Hudson
| Head of service development, Transaction Banking
j Email: carol. hudson@nl.abnamro.com

lan Holden-Semple
Head of global client service, Transaction Banking
Email:ian.holden-semple@nl.abnamro.com
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Table 1: Global network banks infrastructure and payment services

ABN Amro Bank of America Citigroup Deutsche Bank JPMorgan
Fully Fully Fully Fully Fully Fully
Infra_structure and Own | integrated Own bank integrated Own bank integrated Own bank integrated Own bank integrated Own bank integrated
services bank partner partner partner partner partner partner
bank bank bank bank bank bank

no. of countries with fully integrated full service branches

World-wide 47 57 25 33 92 19 29 15 63 10 26 18
North America 2 2 2 1 2 2

Western Europe 15 3 10 7 17 5) 10 7 13 5 9 6
Eastern Europe 7 8 4 13 4 6 5 11
Middle East/Africa 2 21 10 2

Asia Pacific 13 44 12 4 18 14 14 2 20 13 1
Latin America 8 2 1 18 21 13 3 2

no.countries with fully automated direct access to same day clearing system

World-Wide 47 57 25 33 68 15 29 13 57 8 18 26
North America 2 2 2 1 0 2 1 1
Western Europe 15 3 10 7 14 1 10 7 12 5 4 11
Eastern Europe 7 8 4 9 4 3 5) 11
Middle East/Africa 2 16 1 11 1

Asia Pacific 13 44 12 4 18 14 14 2 15 11 3
Latin America 8 2 1 18 9 12 2 2

no. countries with fully automated direct access to ACH/Giro electronic clearings

World-Wide 42 24 25 33 57 15 27 17 58 9 15 18
North America 1 2 1 1 1 2 1 1
Western Europe 15 8 10 7 12 10 7 11 6 6 9
Eastern Europe 7 8 4 10 4 6 5) 3
Middle East/Africa 1 8 2 11 1

Asia Pacific 12 11 12 4 18 14 12 2 18 8 4
Latin America 6 2 1 18 8 11 2 1

no.countries with direct access to local paper based clearings

World-Wide 38 5} 25 33 92 15 27 10 50 4 12 31
North America 2 2 1 1 1 0 2 2

Western Europe 12 3 10 7 17 8 4 8 3 5 10
Eastern Europe 2 4 15 4 2 2 11
Middle East/Africa 2 21 2 11 1

Asia Pacific 12 12 4 18 14 14 2 19 5 9
Latin America 8 2 1 18 20 8 1
no.countries where issue payment cards locally

World-Wide 16 2 2 18 36 0 0 0 29 0 18 25
North America 2 2 2 2 2

Western Europe 5 15 3 5 10
Eastern Europe 6 8 11
Middle East/Africa 1 2

Asia Pacific 7 13 11 3
Latin America 3 2 18 3 9 1
no.countries where offer payment card transaction acquiring

World-Wide 22 1 43 15 0 0 39* 24 0 26 0
North America 1 1 2 2

Western Europe 6 14 5) 24

Eastern Europe 10 5 1

Middle East/Africa 1 2

Asia Pacific 2 6 10 11

Latin America 3 18 3 4

Source: Cash Management Banks Copyright© 2007 J&W Associates * Inpartnership with American Express




Figure 2: Deutsche bank’s emerging business models
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Increasing level of integration

Deutsche Bank aims to service its clients’ financial supply chain from
“end to end’ from order negotiation to final settlement and beyond
to the warranty period. For two to three years Deutsche Bank has
been developing and enhancing its cash and treasury management
infrastructure and systems with the functionality and capacity to
enable other financial institutions to white-label these services.
Deutsche Bank sees several other opportunities as well as white
labelling, as shown in figure 2.

Itis early days in the development of these business lines but
Deutsche Bank already has several banks white-labelling its cash
and treasury management products and a significant number in
different stages of implementation.

Marilyn Spearing, global head for trade finance and cash
management corporates, global transaction banking, says, "Our
approach is to be able to deliver against broad needs ranging from
the management and processing of domestic and cross-border
payments, professional risk mitigation for international trade,
short term as well as structured trade finance to asset and liability
management. In this way we deliver the operational excellence of
our processing platforms for trade and cash and collaborate with
the leading market making of our risk specialists in global markets
to provide effective hedge proposals. By having this all managed
under the transaction bank we are seeing greater dialogue with our
clients on the broader spectrum of their risk requirements and an
improvement in how we service this need.”

HSBC's new head of global transaction banking, Andrew Long, who
has recently returned to the cash management business after several
years, has noticed the greater impact of regulatory frameworks and
practices, eg, Basel Il and SEPA, and the growth of the importance of
technology standards such as XML for both banks and companies.
He has found key centres and areas of excellence within HSBC'’s cash
management teams around the world and says,“The objective is to
leverage these centres and areas of excellence across the world. The
challenge in providing ICM solutions is to move from good to great
everywhere - preferably in the short term, but undoubtedly in the
long term.”

JPMorgan Chase's Treasury Services business division provides a full
range of payment, collection, liquidity and investment management,
trade finance, commercial card and information solutions to
corporations, financial services institutions, middle market companies,
small businesses, governments and municipalities worldwide. It has
more than 50,000 clients and a presence in 36 countries. As well as
developing new products to extend its range of ICM services, the bank
is working with corporate clients to improve their understanding

of the changing payment landscape and what they need to do to
operate in the new payments environment in Europe.

One way JPMorgan communicates with clients is through ‘webinars;
which in the past 12 months were attended by over 10,000
customers. Alan Koenigsberg, treasury services’ core cash product
company executive for EMEA, Canada and Latin America, says:“These
webinars help us communicate with clients and ensure they have
the most current information so they can react to the changing
payments environment.”

The business models described above are very different, reflecting
different cultures and strategies. All the banks are planning

to increase their share of their corporate clients’ overall cash
management spend, particularly on domestic business. And there
seems to be the emergence of two types of cash management
bank, the manufacturers, eg, Citigroup and Deutsche Bank, and

the distributors, eg, Barclays white-labelling Deutsche Bank’s ICM
services. The number of banks approaching Citigroup and Deutsche
Bank to white-label their cash management products shows the
importance of this growing trend.

Global network banks
Euromoney’s annual survey of global network banks' full service
branch® networks, partner banks? and access to payment clearings

1 A full service branch is a branch fully owned by the bank provid-
ing lending and deposit taking, payment services AND fully integrated
electronically into the bank's global network.

2 A partner bank must be able to provide all the standard local
transaction services including same-day payments, automated clearing
house services, paper clearings and cash services plus seamless links
between the banks’ electronic banking services providing full money transfer
services and end-of-day and intra-day reporting services.

ICM: Bringing it all together
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Table 2: Banking clubs’ coverage

Banking club Connector IBOS UniCash Alliance

Coverage no.of Countries Total member bank no.of Countries Total member bank no. of countries Total member bank
branches branches branches

World-wide 36 21,548 21 29,064 32 47,740

north America 1 6,165 3 5,609 1 5,779

Western Europe 14 11,533 13 22,412 17 40,674

Eastern Europe 19 2,656 5 1,043 14 1,287

Middle East/Africa 0 0 0 0

Asia Pacific 2 1,194 0 0

Latin America 0 0

Source: Banking Clubs. Copyright ©2007 J&W Associates

was extended this year to include the number of countries in which
they offer payment card transaction acquiring. Euromoney’s 2007
survey, given in table 1, shows only four banks, ABN Amro, Bank of
America, Citigroup and HSBC, having some form of global coverage
with their own bank branches. Citigroup still has by far the largest
network, with branches in 92 countries, way ahead of HSBC with

63. Citigroup also has the largest combined network of its own
branches and partner banks, covering 111 countries. ABN Amro has
the next largest network, covering just over 100 countries.

Other features of the position in January 2007 include:

1 the use and importance of partner banks varies considerably, in
Citigroup they represent less than 20% of the network, in ABN Amro
more than 50%.

1 all the banks have far less coverage of payment card issuing than
other payment systems, with Citigroup the leader.

1 ABN Amro, HSBC and JPMorgan offer payment card transaction
acquiring in more than 20 countries and Deutsche Bank has a
global acquiring agreement with American Express.

Citigroup’s global footprint is by far the greatest. The other banks are
increasingly relying on partner banks to extend their ICM coverage.

Partnershipsin ICM

No bank, not even Citigroup, can offer full global coverage. All the
banks use combinations of their own resources and an increasing
range of partnerships with both non-financial and financial
institution partners to deliver their ICM services.

Partner banks are not popular with many large companies,

mainly due to the poor levels of integration, reliability and service
they have experienced, but significant changes are under way.
JPMorgan’s Koenigsberg says,“The partner/network banking model
as it has existed for the last 10 years is becoming challenged given
the market changes such as SEPA and Target 2. While the model
between financial institutions is strong, banks are starting to put
together new combinations of solutions to meet market needs as
their relationships with local banks evolve.”

Banking clubs

Banking clubs combine the cross-border and the local retail
banking systems and services of member banks to provide
international and local cash management solutions. They pioneered
the setting up and management of ICM partnerships with detailed
service level agreements and agreed practices to control how the
member banks work together.The only real differences between

the banking clubs are in their documentation and working practices,
and the commitment of their member banks. The current coverage
of the banking clubs is given in table 2. All three clubs cover roughly
the same number of countries in total as they did in last year’s
review, Connector having the widest coverage in 34 countries and
IBOS the smallest in 21. Coverage is concentrated in north America
and Europe. Connector is the only club with member banks in the
Asia-Pacific region. All have experienced a turnover of members
with some leaving and others joining as their partnership strategies
changed, although all three have a core of banks which have been
members for a long time and exploit the full potential of the club.

Connector describes itself as a banking service, available to
corporate customers around the world, offering account services,
electronic banking services, payment services and other local
specialist services to facilitate companies’ cash and treasury
management needs. Over the past 12 months it has improved its
geographic coverage with the addition of Fortis Bank in Turkey,
adding 195 branches. Connector’s functionality has also improved
with simpler, more efficient account opening and management
procedures. In 2007 its main focus will be on developing the linkages
between member banks’ cash pooling facilities.

In 2006 IBOS extended its coverage in the Baltic states with

the addition of Nordea Bank and developed its inter-member
functionality, already the most integrated of all three banking
clubs, still further with the introduction of a more efficient process
for members to respond to ICM requests for proposals, the
implementation of revised technical specifications for IBOS services
and the development of new functionality to ensure full use of the
IBAN+BIC standards. IBOS members won significant new business
using a combination of broad local services and the Day Zero
automated cash pooling service, which concentrates the full end-of-
day euro balance cross-border from the in-country IBOS member’s
to the corporate client’s nominated euro pooling member bank.

In 2006 the UniCash Alliance continued to expand with an
increase of around 15% in corporate users. UniCash’s liquidity
management functionality has been improved with the
introduction of intra-day reporting between many of its member
banks and its geographic coverage has extended in Europe with
the addition of Emporiki Bank, formerly the Commercial Bank of
Greece, which joined at the end of 2006, adding a network of 374
branches. UniCash is in negotiation with banks in Luxembourg,
Switzerland and Ireland.



Table 5: International cash management services in Europe

Bank name

Region ICM Strategy

ABN Amro

To help clients expand within
Europe & to other regions

Bank of America

Premier provider of euro and
local currency cash management
services

Barclays

Support our customers’'Europe-

an treasury & cash management

objectives

BNP Paribas

Be a global provider offering full
range of product & services

Citigroup

Leading pan-European transaction
services bank

Deutsche Bank

Cement number 1 position as ICM
provider for corporates and Fis

Fortis Bank

Provide a full ICM service in Europe
incl Turkey

Depth of in-country services with
pan-European solutions

ING bank

be a top Euro payments and cash
management service provider

JPMorgan

To move, concentrate and invest
clients cash efficiently

KBC Bank
Provide first class ICM service.

Constant development of prod-
ucts to be one of best CM-banks

in CEE

AWorld class provider of cash
management solutions

Société Générale

Offer ICM to our core customers,
leveraging on our networks

Region infrastructure and country coverage

Region liquidity management services

Notional pooling (no. of countries where available)

Bank processing systems for region Multiple One system for Intl and one for USA Multiple One regional centre for Europe 2 1 per region 13 Multiple Multiple Single Multiple processing systems Multiple One per country Multiple
Single general ledger accounting system for region no yes no no no yes no no no yes no no no no
Region country coverage Own bank Partner banks’ Own bank Partner banks’ Own bank Partner Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Oown Partner Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’
banks’
Eurozone - Full service branch countries 11 2 8 4 5 10 10 2 12 8 2 10 3 8 4 10 1 7 3 8 8 8 8 3 8 9 3
- Direct access to local:
Same Day Clearing Systems 11 2 8 4 5 10 9 2 11 1 8 2 8 3 8 4 10 1 7 8 8 8 8 8 9 3
Automated Clearing House 11 2 8 4 2 10 9 2 9 3 8 2 6 3 8 4 10 1 6 8 8 8 3 8 7 3
Rest of W. Europe - Full service branch countries 4 1 2 3 1 4 3 5 2 4 4 1 3 3 2 3 3 1 0 4 1 2 3
- Direct access to local:
Same Day Clearing Systems 4 1 2 3 1 4 2 2 & 2 4 4 1 3 3 2 3 1 1 7 0 4 4 1 1 3
Automated Clearing House 4 1 2 3 1 4 2 2 8 1 1 4 2 1 3 3 2 3 2 1 7 0 4 4 1 1 3
CEE - Full service branch countries 0 13 8 12 15 5 5 11 5 0 8 3 11 9 1 5 6 10
- Direct access to local:
Same Day Clearing Systems 7 8 4 0 13 8 12 9 5 1 4 8 5 0 8 3 11 9 4 1 B 6 10
Automated Clearing House 7 8 4 0 13 8 12 7 5 1 5 9 4 0 8 3 3 9 4 1 5 6 10
Own bank Partner banks’ Own bank Partner banks’ Own bank Partner Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’
banks’
Mass disbursement - eurozone 10 2 8 4 4 8 10 2 12 8 2 9 8 4 10 10 8 8 8 8 3 8 12
- Rest of Western Europe 4 2 3 1 4 3 2 6] 2 4 4 2 3 2 5 1 7 0 5 4 1 5
- Eastern Europe 5] 4 0 0 8 12 10 5 1 5) 2 0 4 3 9 4 8 1 4 6 10
Mass collectio - eurozone 8 8 4 4 8 9 2 11 8 2 8 7 2 8 7 8 8 8 0 9
- Rest of Western Europe 4 2 3 1 4 3 2 5] 2 4 4 1 1 2 3 0 7 0 1 2
- Eastern Europe 3 4 0 0 8 12 5 5 1 2 0 0 3 0 9 4 8 0 6
Multi-lateral netting 17 1 0 1 89 30 18 0 30 0 0 0 30
Payment cards issued 11 12 3 24 30 7 10 7 18 22 14 8 11
Payment card acquiring for merchants 16 19 20 6 2 30 6 12 30 26 22 7 4

Single-country Single currency 7 16 1 15 1 5 17 4 19 16 11 10 Bal offset
Multi-currency 1 1 0 13 1 13 17 0 19 10 1 10 no
Multi-country Single currency none 16 1 13 Interest optimi- 13 17 4 25 10 0 10 no
zation
Multi-currency none 1 0 13 Interest optimi- 13 17 0 25 1 10 0 10 no
zation
Recommended location none UK/Netherlands UK 3 London UK/NL/D/B Free choice London, UK Netherlands, UK London, UK Customer’s N/A Customer’s N/A
choice choice
Sweeping (no. of countries where available)
Zero balance sweeps 27 21 17 16 end of day = 17 13/14 16 12 17 17 11 11 18
intra day = 49
Multi-event triggered sweeping from: - Own branches 28 8 3 16 end of day = 17 13 16 8 11 9 10 1 11 yes
intra day = 49
- Partner banks 8 13 14 4 end of day = 17 13 4 4 17 11 3 15 yes
intra day = 49
Intra-day sweeps with no loss of value across: - Own branches 30 0 0 intra day = 49 13/14 0 8 12 9 0 3 11 yes
- Partner banks 11 0 0 intra day = 49 1 0 4 6 17 0 2 15 yes
Overnight sweep & funds returned next day 27 3 0 end of day =17 1 0 8 7 9 0 0 0 no
Multi-country cross-border sweeps 27 17 21 end of day = 17 13 16 12 18 26 16 6 11 yes
intra day = 49
Credit and Asset Management Services
If credit extended expect ICM services to be used no yes yes yes no yes yes yes yes yes yes no no yes
ICM only clients accepted? no no yes yes yes yes yes no yes yes yes yes yes yes
Automated short-term asset management services - in which currencies Investment EUR/GBP/USD Primarily GBP/ All currencies yes:E £$ no no USD, GBP, EUR no USD, EUR, GBP, N/A N/A SEK EUR USD GBP yes
Sweeps available EUR/USD SEK, CHF CHFNZD AUD
- no. of countries with auto 0 0 5 11 0 1 1 0 0
sweep into fund(s)
Delivery & Customer Service
No. of countries with resident cash management specialist 22 21 6 20 30 15 18 10 26 13 17 16 11 11
Single customer service department for region & location yes no no yes, Paris yes yes no London yes Bournemouth,UK no yes no Paris
Single customer service contact for whole region yes yes no yes yes yes no yes yes yes no yes yes yes
Customer service department/country yes yes yes yes yes yes yes yes yes yes yes yes yes yes
Customer service performance level guaranteed yes yes yes yes no yes yes yes yes yes yes yes yes yes
Opening hours Standard Bank- 07:00 - 18:00 Standard bank- 08.00 - 18.30 08.00/09.00 09.00 - 18.00 08.00-17.00 07:30-18:30 08.00 - 18.00 5x 09.00 - 17.00 07.00 - 18:00 08.00 - 18.00 07:45 - 19:30CET
ing Hours GMT ing hours -18.00 24,global,follow
the sun
Contact Anne Boden, UK Yvonne Barford, UK Stephen Pigney, UK David Lozano, France Jeanette Volpi Bradley Lonnen, Germany Peter Pollaert, Belgium Olivier Bogaerts, UK, Bart Ivens, The Netherlands, Philip Sanday, UK Bruno Thybaut, Brussels, Belgium |  Sabine Zucker,Vienna, Austria Erik Zingmark, Stockholm, Swe- Isabelle Le Boulch, France
+ 44207 678 9741 +44 208313 2035 +44(0)7775550183 +33155778670 +44 207 986 2809 +4969 910 43089 +32 2 565 00 20 +44 207 9925294 +31 20 652 3300 +44 (0) 207 777 5235 +322429 28 22 +43171707 1608 den +4687638435 +33142130992
yvonne barford@bankofamerica.com pigney@barclays.com david.lozano@bnpparibas.com jeanette.volpi@citigroup.com bradley.lonnen@db.com peter.pollaert@fortis.com olivierbogaerts@hsbc.com bart.ivens@mail.ing.nl philip.g.sanday@jpmchase.com bruno.thybaut@kbc.be sabine.zucker@rzb.at erik.zingmark@seb.se isabelle.le-boulch@socgen.com
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Table 7: International cash management services in NAFTA region

Bank Name ABN AMRO/LaSalle Bank of America Citigroup Deutsche Bank JPMorgan Scotiabank Wachovia Bank N.A. Wells Fargo
Region ICM strategy Leverage our global network to optimize client’s work- | Premier provider of USD services, regional, local currency Grow market share in region Premier provider by leveraging technology to deliver Best multi-domestic and regional proposition to fit our | To move, concentrate and invest clients cash efficiently | Provide integrated cash/treasury management solutions | We exist to make our clients successful treasury manag- | We provide anytime, anywhere access to a customer’s
ing capital. services robust solutions clients' needs in the region ers CM needs
Multi-national companies yes yes yes yes yes yes yes yes yes
Large companies yes yes yes yes yes yes yes yes yes
Middle market yes yes yes yes yes yes yes yes yes
Region infrastructure and country coverage
Bank processing systems for region 1 One for local currency and Single for the region Single One per country Global operating center. One per country One per country One for global centre
one for USD
Single general ledger accounting system for region yes no no yes no yes no yes yes
Country coverage Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’
Canada - Full service branches 1 1 1 1,104 0 0 125 0 1 950 900 0
Mexico - Full service branches 1 1 1,493 0 0 1,400 0 1 434 500 0
USA - Full service branches 400 5,700 920 9,796 1 0 425 0 2,600 1 2,900 3,400
- Region(s) where located All regions Continental US Continental US 17 States 21 states - east and west
coast
Region payment services (no. of countries where Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’
available)
Check processing local lock boxes 1 1 1 1 1 2 1 0 2 1 2 1 1 1 1 1 1
conversion to ACH pay- 1 1 1 1 1 0 3 0 1 1 0 1
ments
remote image capture and 1 1 3 1 0 1 0 1 1 0 1
clearing
Same Day Clearing/Wire 3 1 1 3 1 0 3 0 3 1 2
payments
ACH Disbursement - Canada no yes yes no yes yes yes yes yes
- Mexico yes yes yes no yes yes yes no yes
-USA yes yes yes yes yes yes yes yes yes
ACH Collection - Canada yes yes yes no yes yes yes yes yes
- Mexico yes yes yes no yes yes yes yes no
-USA yes yes yes yes yes yes yes yes yes
Multi-Lateral Netting 0 0 0 0 1
Payment Cards - T&E and p-cards Issued 2 2 2 0 2 3 1 1
Payment Card Acquiring for Merchants 1 1 2 0 2 2 1 1
® @
notional Pooling (no. of countries where available) 2
Multi-country Single currency 3 2 2 1 1 2 1
Multi-currency 1 0 2 0 0 0
Recommended location NL 0 mult ccy London;single not offered out of these 3 New York Canada - in country
ccy US, Canada countries
Sweeping (no.of countries where available) 3
Zero Balance Sweeps 3 3 2 1 3 3 2 1
Multi-event triggered - Own branches
sweeping from:
- Partner banks 3 2 2 0 0 0 2
Intra-day sweeps with no - Own branches 8] 1 1 2 3 2
loss of value across:
- Partner banks 3 0 0 0 0 0 2
Overnight sweep & funds returned next day 2 3 2 1 2 3 1 1 8]
Multi-country Cross-border Sweeps 3 0 2 1 2 0 0 3
If credit extended expect ICM services to be used no yes yes yes no yes yes no
ICM only clients accepted? no no no no yes yes yes yes
Automated short-term as- -in which currencies USD, EUR usb USD CAD usb USD, MXN USD, CAD, MXN CAD, USD, MXP usb
set management services
- no. of countries with auto 2 1 2 1 2 3 0 1 1
sweep into money market
fund(s)
no.of countries with resident cash management specialist & 3 2 1 & 3 8 1 1
Single customer service department for region & loca- no yes yes “New York, NY” no yes 2-Toronto yes no
tion
Single customer service contact for region no yes yes yes no yes yes yes yes
Customer service department/country yes yes yes yes yes yes yes yes
Multi-lingual customer service yes yes yes yes yes yes yes yes no
Customer service performance level guaranteed yes yes yes yes yes yes yes yes no
Opening hours Depends on country 8am - 6pm 8am to 6pm Local working hours 7 am.to 8 am.Eastern “24 x 5 global, follow the 8am - 8pm 7am-7pm ET Monday to M-F 330am- 6pm PST (U.S)
time sun” Friday
Cindy Murray, US Yvonne Barford, UK Leslie Klein, US Dominick Della Penna, US Elisa Chrysanthis Philip Sanday, UK Carmen Giordano Mark Davies, UK David K. Lou
+1 312 904 4610 +44 20 8313 2035 +1212 816 8167 +1212 2501753 +1212 525 5212 +44 207 777 5235 +1(416) 866 7708 + 442071498144 +1 (415) 396 3642
cindy.murray@abnamro.com” yvonne.barford@bankofamerica.com dominick.dellapenna@db.com elisa.a.chrysanthis@us.hsb.com philip.g.sanday@jpmchase.com carmen.giordano@scotiabank.com mark.davies@wachovia.com Loudk@wellsfargo.com

Source: Cash Management Banks Copyright© 2007 J&W Associates
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Although the banking clubs’standardized ICM procedures and
agreements are probably more rigorous than most bilateral
agreements between partner banks, they have not yet managed

to achieve a breakthrough in their share of the ICM market. Not
surprisingly most banks, including banking club member banks, use
their own networks wherever possible in their ICM solutions, then
pick and choose the other banks whose services they want to use,
not necessarily from a banking club. Banking clubs have proved
their usefulness in ICM but have clearly reached a plateau, with little
growth over the past two or three years.

Partnership strategies

Many new partnerships with non-bank partners are being
developed as banks extend the range and depth of their ICM
services. Banks are beginning to use different combinations of
partners, both bank and non-bank, depending on their specific
requirements. Every bank has a different partnership strategy and
companies need to understand their lead banks’ strategy to ensure
along-term fit. To illustrate the types and differences in banks’
partnership strategies Euromoney asked some of the global network
and other leading banks to supply details.

The use of partner banks varies considerably, as shown in table 3.1t is
interesting that, although all banks use thousands of correspondent
banks around the world, few of them are considered to be cash
management providers. Even HSBC considers only 2,000 of its

Table 3: Financial institutions partnerships

Bank name ABNAMRO BNP Paribas Citigroup

Type of FI partner

service solution strategy for the past three to four years using a
combination of its own branches, purchases of local banks and
partner banks. Karen Fawcett, group head - transaction banking,
says, "We have created a unique combination of broad regional
and deep local coverage with capabilities in over 50 countries
supported by over 1,400 branches across Asia, Africa and the
Middle East." In addition to its 44-plus fully integrated partner
banks, Standard Chartered has partnerships with non-bank
organizations such as a major convenience store chain in Hong
Kong and post offices in Taiwan and China, and in partnership
with Kodak operates four lockboxes in Asia. It has also integrated
its systems with major ERP providers and is a preferred business
partner with SAP.

The range and types of partnerships in ICM solutions will
undoubtedly continue to increase. The differentiator will, as ever, be
the usability and reliability of the solution the partnerships provide.
Partnership management is not easy, but if banks are to provide
more complete ICM solutions, it is a skill they will need to learn. And
none of the banks has achieved the level of integration reached by
the services linked to the new Apple iPhone.The head of Google
described the integration of Google services with the iPhone as
“like merging without merging” Apparently Steve Jobs, Apple’s
CEOQ, insisted on no compromises, seamless integration of services,
software and hardware and absolute simplicity. It is a model the
banks would do well to copy.

Standard
Chartered Bank

Deutsche Bank JPMorgan

Fully integrated 55 14 11 56 20 20 44
partner banks

Cash manage- 0 1 0 0 1 1 0
ment clubs

Correspondents N/A 125 73 177 2,000 75 126
Source: Cash Management Banks Copyright© 2007 J&W Associates

correspondents as cash management providers and the others
have fewer than 200 worldwide. Only half of the banks in the survey
include banking clubs as part of their partnership strategy.

But this is only half the story. Non-bank partners are taking an
increasing share and the combinations of bank and non-bank
partnerships vary considerably:

1 ABN Amro uses a combination of its own branch network and
bank partners, as well as non-bank partners to put together

its comprehensive pan-European ICM solutions for Shell and
Unilever.Implementing and managing such solutions are massive
undertakings and require long-term commitment from all parties.

1 BNP Paribas uses 12 e-banking vendors, three cheque processors,
eight companies for collecting cash and a range of other partners as
well as bank partners to provide its ICM solutions

1 Citigroup, which has very few partner banks, preferring to use

its own branch network, uses a growing number of non-bank
partners including ERP system providers, specialist processors and
information providers — for example, it has combined its WorldLink
Payment Services in partnership with Computershare’s securities
dividend processing to provide a dividend payment service.

1 Standard Chartered Bank has been implementing its ICM

Regional ICM surveys

Euromoney's annual survey of ICM services in the regions has been
extended this year with the addition the North American Free Trade
Area (NAFTA). Leading banks in each of the regions were invited to
provide details of their services.

ICM services in Asia-Pacific

Euromoney’s annual survey of the ICM services available in the
Asia-Pacific region covers seven banks: ABN Amro, Bank of America,
Citigroup, Deutsche Bank, HSBC, JPMorgan and Standard Chartered
Bank.

The survey results given in table 4 show:

1 very different regional ICM strategies, ranging from Citigroup’s
strategy to offer the widest range of services to the broadest client
base, to several banks focusing on market share/profitability, to ABN
Amro helping clients expand their business both within Asia and to
other regions.

1 HSBC has the widest regional coverage, with its own branches in
20 countries, Citigroup and Standard Chartered Bank are next with
18 each.

ICM: Bringing it all together
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Think global, act local

The radical opening up of SWIFTNet through the SCORE initiative has the potential to dramatically
affect the payments landscape for corporates. How will it cause them to reassess what they want

from their banks?

Financial messaging provider SWIFT has long offered a secure
global infrastructure providing a standardized and efficient way for
banks to communicate transaction information and cash positions
with each other. Over the past few years, it has also evolved to
encompass corporates and is now on the threshold of a new era

of democratization with huge potential benefits for a much wider
audience of corporates. How has this evolution come about?

At the turn of the century, SWIFT introduced a new IP-based
platform called SWIFTNet to replace its legacy X25 network.
Technically, SWIFTNet was a major advance: it facilitated important
new services including the exchange of files containing transactions
of any format (FileAct), sending and receiving XML messages over
the network (Interact) and the potential to run internet-style online
services over the new network (Browse). All these are available

as complementary services to SWIFT’s traditional FIN series of
structured financial message sets.

The new services made possible by SWIFTNet led to a
groundbreaking change in SWIFT’s audience: for the first time, it was
made available to non-financial institutions. Given the reliability,
standardized formats, rules and security of SWIFTNet — all applicable
to and highly regarded by financial and non-financial institutions
alike — there was considerable enthusiasm among corporates to
make use of these new facilities.

Marcus Treacher
Head of e-commerce, global transaction banking

SWIFT's first offering to non-financial institutions was its treasury
counterparty service, which granted limited access to SWIFTNet for
corporates, sponsored by financial institutions. This was followed

by the more general member administered closed user group
(MA-CUG) service, which — for the first time — brought SWIFTNet into
the sphere of non-banks. MA-CUGs allow corporates to exchange
information with their banks using all aspects of SWIFTNet'’s
connectivity and messaging systems, though traditional FIN
messages and FileAct are by far the most popular.

Take-up of MA-CUGs was initially slow but has gained momentum as
the first pioneering MA-CUG users became familiar and comfortable
using SWIFTNet to communicate with their banks, realizing the
considerable benefits of connecting to banks in this way. The user
base has grown from 16 in 2002 to 181 at the end of 2006, the
number of corporate SWIFTNet users doubling each year since 2003.

Boosting corporate access

While MA-CUGs have been an undoubted success, they also have
some limitations, which have hampered uptake to some extent.
Chief among these is the requirement that corporates join one

or more closed user groups of existing SWIFT members.The
corporate can only send and receive messages to and from that
SWIFT member and other financial institutions in the member’s
closed user group. If the corporate wants to exchange information
via SWIFT with another bank, it is required to also join that bank’s
closed user group.

In short, the restrictions inherent in the MA-CUG model mean that
corporate users of SWIFT often have to join several bank MA-CUGs
in order to gain the access and coverage they seek. For example,
although 58 corporates currently use one MA-CUG, 40 have joined
between two and five MA-CUGs, 12 have joined more than five MA-
CUGs and at least one corporate is a member of over 20.

This,and some tricky administrative prerequisites to joining MA-
CUGs, has acted as a brake on the growth of SWIFTNet among
non-financial institutions. To address these challenges, SWIFT
commissioned a study group to review the existing service and
create a new complementary model that would be simpler and
faster to implement. The result was the Standardized Corporate
Environment (SCORE) model, which was developed and approved
by SWIFT’s board by an overwhelming majority of 98,6% in 2006.
SCORE was piloted in the fourth quarter of 2006 and became fully
operational in January 2007.

The banking industry has high hopes that SCORE will add to the
already strong growth of corporate access because of the ease with
which companies can now join SWIFTNet. With SCORE, corporates no



longer need to join SWIFT members’ closed user groups, but instead
can join SWIFT directly as special participants. This creates a ‘join-
once’scenario without ties to any one closed user group provider.
SCORE does have some functional limitations.

For example, corporates are not allowed to send and receive
messages over SWIFT to other corporates; information can only

be exchanged with SWIFT member financial institutions; SCORE
participation is limited to listed companies on the world’s major
stock exchanges; and as SCORE users, corporates do not have voting
rights and cannot hold SWIFT shares. However, these limitations

are unlikely to dissuade corporates from joining SCORE and

initial indications are that corporate use of SWIFT will accelerate
throughout 2007.

Growing diversity of SWIFTNet corporate access
While SWIFT access by corporates started as a European
phenomenon, it is increasingly becoming global. At the end of
2006, 42% of MA-CUG-using corporations were non-European;
20% of these in North America, 8% Asia and the balance from Latin
America and the Middle East. A similarly broad range of industries
is represented among current MA-CUG users.The 181 non-bank
MA-CUG members account for over 40 industry sectors — the main
sectors being oil and gas, telecommunications, energy, automotive
and financial services.

The range of corporates using SWIFT is expected to widen further

in the coming years to include large domestic and regional
organizations rather than simply the global corporations that
dominate corporate use at the moment. A number of factors are
likely to drive this change — chief among them being the higher
level of standardization offered through SCORE; the simplified billing
model for SCORE; the flexibility to set up information exchange

with any bank or financial institution that is a member of SWIFT;

and the entry into the market of SWIFT-enabled ERP and Treasury
Workstation solutions.

Of these, the most important development is the adoption of SWIFT
by the major ERP vendors, which are poised to launch direct bank
connection capabilities via SWIFTNet MA-CUG and SCORE. This latest
development brings messaging full circle; it brings the new SCORE
access model together with one of the four core SWIFTNet services,
FileAct, raising the potential of direct host-to-host messaging
between bank and corporate via standardized XML-based structured
messages.

The use of SWIFTNet by mainstream client-side software vendors
opens up the potential of larger-scale commercialization of
SWIFTNet for corporates. With this comes the potential to enrich
the information exchanged between a corporation and its banking
service providers. A greater focus on security by organizations and
individuals will also lead to greater use of SWIFTNet as a medium
for bank communication: the network has a strong track record for
security and reliability.

HSBC and SWIFTNet

SWIFTNet enables banks’services to be more easily tapped into
in a more standardized way by clients across the globe. However,
at the same time as communication with banks has the potential

to become simpler and more standardized through the use of
SWIFTNet, the need for local market access and know-how has never
been greater. Increasingly corporates are demanding that their
banks provide credible solutions across several geographies — global
reach with local expertise. This is not easy: many local banks will
simply not have the ability to offer the global services and reach
required of them on the ground, and many international banks

will have neither the local knowledge nor the domestic networks
required to offer a truly local service.

HSBC has a global reach and worldwide delivery capabilities,

with considerable in-country expertise in major markets around
the world; strong client service and coverage capabilities;and
exceptional global execution capabilities. These characteristics are
an excellent fit with the evolving SWIFTNet corporate access model
and, unsurprisingly, HSBC has long been supportive of SWIFT and its
continual innovation.

Indeed, HSBC has been at the forefront of efforts to provide
corporate clients with access to the network: it is one of the
leading banks in both the MA-CUG and SCORE initiatives, having
helped create the SCORE model in 2006. Use of SWIFTNet, MA-CUG
and SCORE by corporates simplifies and standardizes how clients
communicate with their banks and has therefore been embraced
by the bank.

HSBC has established a large base of global and multi-regional
SWIFTNet-using clients: it has several clients who connect to HSBC
via SWIFTNet using MA-CUGs, in Asia, Europe, the Middle East and
the Americas. These organizations send and receive messages via
a wide range of formats from strictly-defined FIN messages to pre-
formatted local clearing instructions within FileAct files. Several of
the bank’s clients access HSBC's global network using SWIFTNet to
help them manage their cash on a global, pan-regional basis.

HSBC'’s global network of in-country disbursement, collection

and liquidity capabilities can be accessed via single gateway
computers, connected to SWIFTNet. This means that clients can
execute their banking transactions in several jurisdictions as
domestic payments or collections via a single set of FileAct of FIN
messages, delivered to a single point. HSBC believes this global
execution capability brings the corporate SWIFT access offering to
life; with a single point of entry, single partner for reconciliation,
service and in trouble-shooting, the bank is able to provide a
unique global-local solution set.

HSBC <»
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Table 4: International cash management services in Asia-Pacific

Bank Name ABN AMRO Bank of America Citigroup
Region ICM Strategy Help clients expand businesses within Premier provider of pan-regional cash | Widest array of services serv
Asia & to other regions management services client base

Bank processing systems for region Single system for the region One system for Intl and one for USA Regional cash processin
Single General Ledger accounting system for region yes yes yes
Region country coverage Own bank Partner banks’ Own bank Partner banks’ Own bank Part
Full service branch countries 13 44 12 4 18
Countries where direct access to - Same day clearing systems 13 44 12 4 18

- Automated clearing house systems 12 11 12 4 18
Country full service branches Own bank Partner banks’ Own bank Partner banks’ Own bank Part
Australia 0 2 1 10
China 12 4 3 14 {
Hong Kong 3 0 1 28
India 28 19 5 39
Indonesia 15 2 1 17
Japan 1 1 1 2
Malaysia 3 0 2 7
Singapore 6 0 1 9
South Korea 1 2 1 233
Taiwan 3 2 1 11
Thailand 1 2 1 1
Vietnam 1 4 2
Region Payment Services (no. of countries where available) Own bank Partner banks Own bank Partner banks Own bank Part
Mass Disbursement 13 30 12 4 18
Mass Collection 13 42 12 4 18
Multi-Lateral Netting 11
Payment Cards Issuing 7
Payment Card Acquiring for Merchants 6 10

Region Liquidity Management Services
notional Pooling (no. of countries where available)

Single country Single currency 6 9 6
Multi-currency 2 3 2
Multi-country Single currency 2 10 6
Multi-currency 2 3 2
Recommended location HK & Singapore Singapore and Hong Kong n/a
Zero Balance Sweeps 13 13 15
Multi-event triggered sweeping - Own branches 4 12 8
from: - Partner banks 16
Intra-day sweeps with no loss of - Own branches 4 11
value across: _ Partner banks
Overnight sweep & funds returned next day 4 15
Multi-country Cross-border Sweeps 5 8
If credit extended expect ICM services to be used yes yes no
ICM only clients accepted yes yes no
Intra-day liquidity sweeping yes yes yes
Automated short-term asset - in which currencies USD, EUR, JPY, SGD, GBP EUR/GBP/USD USD, EUR, GBP,IN
management services - auto sweep into fund(s) 8 0 9

Delivery & Customer Service

no. of countries with resident cash management specialist 13 12 18
Single customer service department for region & location yes, Singapore no yes,HK and SG
Single customer service contact for whole region yes yes yes
Customer service department/country yes yes yes
Customer service performance level guaranteed yes yes yes
Opening hours General business hours Standard banking hours 09.00 - 18.00
0 Peter Chow, Singapore Danny Tan, Singapore Amy Ko, Hong Kor
+65 18 8165 +65 62393402 +852 2868 8287
peter.chow@sg.abnamro.com danny.cw.tan@bankofamerica.com amy.ko@citigroup.c

Source: Cash Management Banks Copyright© 2007 J&W Associates * no. of branches not known. This is the number of partner banks/country




ing broadest

Deutsche Bank
Grow ICM in the region by expanding

To be the best and most profitable ICM

JP Morgan Chase Bank
To Move, Concentrate and Invest clients’

Standard Chartered Bank
Leading provider of ICM solutions in our

target market bank in Asia cash efficiently. chosen market
s O —
g centre One for region except Malaysia and Japan Regional Regional processing centre Chennai, India
yes yes yes yes

ner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’

14 14 2 20 13 13 18 9

14 14 2 15 11 13 14 5

14 12 2 18 1 8 13 14 5
ner banks’ Own bank Partner banks’* Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’

981 0 1 23 2 700+ 0 802
93,300 3 6 14 3 10,000+ 11 50,039
2,555 1 1 176 1 21+ 62 0
3,900 5 16 47 1 200+ 81 3,501
4,463 2 2 1 210+ 319 495
24,000 1 0 1 500+ 1 578

0 1 1 39 1 400+ 31 0
0 1 0 11 1 60+ 22 0

2,700 1 0 11 1 600+ 406 0
32,100 1 3 8 1 160+ 86 0
5,689 1 6 1 490+ 41 0
1912 1 8 1 26+ 2 320
ner banks Own bank Partner banks Own bank Partner banks Own bank Partner banks Own bank Partner banks

14 14 2 20 1 8 no Info 18 6

14 14 2 20 1 no Info 18 6

11 0 no 0
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Singapore, Hong Kong

Singapore / Hong Kong
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Singapore & Hong Kong

17 13
14 17 14 16
2 1 13 2
14 17 14 16
2 1 13 2
14 17 13 6
4 10 yes 7
S
no yes yes yes
no no yes no
yes yes yes yes
R USD and EUR N/A AUD, EUR, GBP, USD, SGD, NTD, CNY USD, MYR, INR
2 0 7
S
15 20 13 18
yes yes yes yes, Singapore
yes yes Singapore yes
yes yes yes yes
no yes yes yes
Local working hours Customer Defined 24 x 5 global, follow the sun 08.30 - 18.30
g Pwai-Foon Tang, Singapore lain Taylor, Hong Kong Philip Sanday, UK Serene Lai,
+65 6423 8189 +852 2822 3121 +44 207 777 5235 +65 65170026
om pwai-foon.tang@db.com iaintaylor@hsbc.com.hk philip.g.sanday@jpmchase.com Serene.Lai@sg.standardchartered.com
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Hoya Vision Care: Maximizing
payment efficiencies

Working with Deutsche Bank not only rationalized the company’s payments processes but

prepared it perfectly for SEPA

Hoya Vision Care, part of Japan’s Hoya Corporation, which recently
acquired Pentax, is a leading global player in the ophthalmic lenses
industry. The company’s global financial headquarters is in the
Netherlands but it has European subsidiaries in Austria, Belgium,
Denmark, France, Germany, Finland, Hungary, Italy, the Netherlands,
Poland, Portugal, Spain, Sweden and the United Kingdom.
Unsurprisingly, the company’s cash management requirements are
substantial and complex.

Here Michiel Copier, general manager finance and administration
for Hoya Vision Care Europe, based in the Netherlands, explains how
the company reconfigured its cash management arrangements
—including expanding its relationship with software company SAP
and establishing a new pan-European banking relationship with
Deutsche Bank — to spectacular success.

“About three years ago, Hoya decided to focus on how its cash
management process worked between headquarters and our
numerous subsidiaries. We discovered that while each operation
should be operating in a similar way — Hoya’s business model is

the same in all markets: we sell lenses across Europe to a variety of
independent shops and chains — the way in which invoices were
posted and money was collected differed significantly. We therefore

Michiel A. Copier
General manager finance & administration

decided that there was scope to improve efficiency and quality
through standardization.

“We began that process two years ago, working with Deloitte

as a consultant. We examined all of our subsidiaries and made a
detailed analysis of all their procedures and systems. We discovered
—in almost all cases — that there was a great need for change:
things were simply not being done as effectively as they could be.
Having made that decision, it made sense to change procedures
across the board and focus on implementing best practices. We
didn’t restrict Deloitte to finding best practice models within
Hoya — although it was important to discover where things were
working well — but asked them to instead find the world’s best
solutions to our problems.

“The conclusion was that a complete P2P [Procurement-to-

Pay] process designed by SAP would work best for us. SAP was
our existing software provider and we already had a suite of
applications on our shelves gathering dust: it was simply a matter
of implementing the technology in a better way. At the same
time, we uncovered an example of best practice by our Swedish
subsidiary — where all incoming invoices were scanned — and we
decided to roll this out across all subsidiaries to create a complete
automated processing system.We didn’'t have SAP CFM financial
supply chain technology to implement such a system so we
bought it. The combination of this technology with our existing
suite of application allowed us to create a payments factory and an
in-house bank.

Building a new banking relationship

“While as we were reconsidering what software we required to
implement best practice as identified by Deloitte and ourselves we
decided to put our banking requirements out to tender. Our existing
banking relationship covered only euro cash pooling and not non-
euro currencies. One of our requirements was a multi-currency cash
pooling structure, including US dollar and Japanese yen. Deutsche
Bank won the tender to be our preferred supplier on the basis of its
product capabilities and networking range.

“So we were moving banks and implementing our P2P process
and in-house bank and payment factory all at the same time.

By September 2005, we began creating blueprints for the P2P
process and the first test implementations — in Germany and the
Netherlands — began in November of that year with a further test
implementation in the UK in December.



“Following those test implementations, we created a model for
implementation across the remainder of our subsidiaries. The test
that indicated whether the implementation worked was a Smile test
— it was very important that the people involved in implementation
felt happy with the process. It was also important to keep as much as
possible of the knowledge developed during the process in-house,
following implementation, in order to motivate them and ensure
that there was buy-in. We were adamant that this shouldn’t be a
typical external consultant-led project.

Streamlining payments

“Our new payments and cash management structure is incredibly
efficient: we upload payment files from our local subsidiaries
which have been created by the automated purchase to pay or
procurement to pay process and are already locally authorized.
These are sent via an SAP network to our in-house bank in the
Netherlands.

The files are checked and loaded into Deutsche Bank’s db-direct
internet, before being approved. At headquarters we have a ‘four
eyes' principle — there are four managers who are authorized to sign
payments electronically and two of those must sign each payment.

The payment is then sent to our network of Deutsche Bank accounts
in each country (except in the Scandinavian countries where we
have Danske Bank accounts that use essentially the same protocol
and banking software). In each country, we have two bank accounts:
one is held by our local entity and the other is held by Hoya
Holdings. The payments are made by the Hoya Holdings accounts
while the local account exists to facilitate incoming payments.

“We have a cash pooling arrangement between the local account
and the Hoya Holdings accounts so that the cash level in our
subsidiaries is zero at the end of every day and all the cash is
moved to the parent company account. A cross border sweep to
our central account is then carried out on a daily basis. We can
check the balance of all our accounts through a single software
package provided by Deutsche Bank, which is linked to our SAP
systems: we have accurate visibility of the position of each of our
subsidiaries first thing every morning.

Efficiency means visibility and savings

“The practical benefits of our new banking arrangements are, most
obviously,improved efficiency and improved quality of information
—and speed of delivery of that information. As a result of these
improvements we are able to finish our monthly closing figures two
days earlier and with a higher degree of accuracy than in the past.

This additional time gives us the opportunity to analyse our data
and prepare our reports, which, in the past, tended to be produced
at the last minute. The additional analysis time gained gives local
organizations an opportunity to make use of the data that we collect
so that they can work more effectively — it is a potentially huge gain
for Hoya.

“More generally, our forecasting ability has improved
substantially. The ability to link our financial supply software to
our financial software has opened up the possibility of greater
depth in financial planning relating to receivables, payables

and cash balances. That data allows us to make more accurate
forecasts and reduces our requirements for cash buffers, therefore
increasing our interest revenues.

“Although we have not released figures publicly showing the
benefits of our rationalization of payments and the establishment

of an in-house bank and payments factory, they have clearly been
financially advantageous. As a cash-rich company the ability to
manage and concentrate cash quickly and effectively is crucial: we
are now able to use that cash in a more advantageous and profitable
way and that has improved the bottom line.

Of course, this profit is not our core business and nor is cash
management, even effective cash management, as profitable as our
core business: we earn 25% on our business activities compared to
3.5% on euro and 5% on dollar cash. But our ability to concentrate
cash and use it effectively is important and contributes to the overall
profitability and efficiency of the company.

“We are now much better able to fund our daughter companies
and can also handle all our inter-company payments without using
external banks: that alone saves us significant costs while speeding
up payments and means that interest is not lost while payments
are made through external banking systems. We estimate that our
external bank charges have fallen by 40%. Of course, by centralizing
all of our banking relationships we were able to obtain better terms
from our banking supplier as well.

Ahead of the game

“Our use of a Hoya Holdings account locally to make local
payments means that, effectively, all payments are made from one
account — this is a real in-house bank. The ease of reconciliation
created by this arrangement means that we are excellently
positioned for the future and, specifically, for the introduction of
SEPA [Single Euro Payments Area, due to come into effect after
January 2008].

“Once SEPA comes into effect, we will simply be able to close all of
our Hoya Holding accounts locally and use one central account for
payments. We already keep track of master data from our vendors
centrally and have encouraged everyone to use BIC and IBAN codes
so that that aspect of SEPA-compliance is also almost complete:
about 80% of payments now use BIC and IBAN. More generally, the
software and systems that we are using are easily adaptable so that
we can add additional information in the future.”

For further information, please contact
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Table 6: International cash management services in Latin America

Bank Name
Region ICM strategy

Region Infrastructure and Country Coverage

ABN AMRO

Help clients expand within
LatAm and to other regions

Bank Of Amercia

Premier provider of USD,
Regional, Local currency services

BBVA Group

Regional/domestic solution with one
EB & specialist support

Focus on ¢
glok

Bank processing systems for region Hybrid of local and regional One overall system and local One global platform Global,
country

Single General Ledger accounting system for region no no no
Region country coverage Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own ban
Full service branch countries 2 1 18 10 1 21
Countries where direct access to - Same day clearing systems 2 1 18 10 1 4

- Automated clearing house 2 1 18 10 11

systems

Country full service branches Own bank Partner banks’ Own bank Partner banks’ Own bank Partner banks’ Own ban
Argentina 1 55 0 85 227 60
Brazil 1712 0 0 64* 5,282 110
Chile 1 798 0 43* 185 21
Mexico 1 2 2 1,957 1,493
Panama 0 0 43 7 4
Peru 0 248 0 248 224 12
Uruguay 26 0 14* 9
Venezuela 1 26 0 106 330 6
Region Payment Services (no. of countries where available) Own bank Partner banks Own bank Partner banks Own bank Partner banks Own ban
Mass disbursement 2 1 18 10 1 21
Mass collection 2 18 10 1 19
Multi-lateral netting 0
Payment cards issued 18

Payment card acquiring for merchants
Region liquidity management services
notional Pooling (no. of countries where available)

o
~

Off-Shore accounts

Manage country risk with off-shore
US$ accounts

Credit and asset management services

DDA & Investm

ent options

yes

Single country Single currency 2 0 1
Multi-currency 0 1
Multi-country Single currency 0 0
Multi-currency 0 0
Recommended location 0
Sweeping (no. of countries where available)
Zero Balance Sweeps 1 7
Multi-event triggered sweeping - Own branches 4 1 7
from: - Partner banks 18 0
Intra-day sweeps with no loss of - Own branches 0 7
value across: - Partner banks 0 0
Overnight sweep & funds returned next day 1 1 7
Multi-country Cross-border Sweeps 0 0

sweep into fund(s)
Delivery & customer service

If credit extended expect ICM yes yes yes

services to be used

ICM only clients accepted? yes no no

Intra-day liquidity sweeping no no yes

Automated short-term asset - in which currencies no usb full range of market options USD Off
management services - no. of countries with auto 1 full range of market options Variety o

no. of countries with resident cash management specialist 8 3 7
Single customer service department for region & location yes Miami yes, Mexico City
Single customer service contact for whole region no yes no
Customer service department/country yes no yes
Customer service performance level guaranteed yes yes yes
Opening hours Differ by country 08:30-17:30 USET 24 hrs Regula
0 Joao Consiglio, Brazil Jose Arnaldo Viera, US Gladys Herrera, Peru Marc
+ 551131746632 +617 434 6290 +51 12111892 +3
joao.consiglio@br.abnamro.com jose.arnaldo.vieira@ marcelo.torr
bankofamerica.com

Source: Cash management banks copyright© 2007 J&W Associates




Citigroup

SCs of regional and
al companies

egional and local

Grupo Santander

Global reach combined with local

strength

One global platform with regional

HSBC

Best multi-domestic and regional
proposition to fit our clients’ needs

Launch of global platform in 2006-7

hosts
yes no no
K Partner banks’ Own bank Partner banks’ Own bank Partner banks’
13 3
12 2
11 2
K Partner banks’ Own bank Partner banks’ Own bank Partner banks’
361 140
2,026 1,830
397 1
1,039 1,450
0 61
0 392
37
282 0 850
k Partner banks Own bank Partner banks Own bank Partner banks
11 0
8 0

0 1 1
0 1 1
0 0 1
0 0 1
0 0

21 5
21 2
0 0
21 8 2
0 0
21 8 2
21 0
21 Full service offering USD accs held in New York

yes yes yes
yes yes yes
yes yes yes
shore non-US a/c wide range of market options ARS, BRL, COP, USD, MXP,CLP,
f tenors,short/long wide range of market options 5

21 8 11
yes yes large corp.HO no
yes yes no
yes yes yes
yes yes yes

r Business Hours

Business hours each market

Brazil 09:00 to Mexico 21:00

elo Torres-Lutz,
05 347 1427,
eslutz@citigroup.com

Javier Guibert, Spain
+3491 2891757
fguibert@gruposantander.com

Eduardo Palacios Kahuam, Mexico
+5255 5721 2338
eduardo.palacios.kahuam@hsbc.com.mx

* local service provider

1 Citigroup and Standard Chartered Bank both have more partner
banks than HSBC, but nowhere near as many as ABN Amro’s 44.

1 Standard Chartered Bank has by far the greatest number of its
own branches in the region, with over 900 in the countries listed.

1 the difficulty of providing fully integrated ICM services in the Asia-
Pacific region is shown by the small number of countries covered by
pooling and sweeping arrangements.

1 only three banks, Citigroup, HSBC and Standard Chartered Bank
provide any level of payment card issuing and acquiring.

1 resident cash management support and customer service
offerings are all relatively similar apart from opening hours, where
JPMorgan is the only bank to offer 24-hour, five-day-a-week service
support.

The Asia-Pacific ICM market continues to be very competitive and
arange of innovative approaches is coming to market. The large
ICM banks are starting to grow their share of the domestic markets,
which is ominous for the domestic banks.

ICM services in Europe

Euromoney’s annual survey of the ICM services available in Europe
covers 14 banks: ABN Amro, Bank of America, Barclays Bank, BNP
Paribas, Citigroup, Deutsche Bank, Fortis Bank, HSBC, ING Bank,
JPMorgan, KBC Bank, RZB, SEB and Société Générale.

The survey results given in table 5 show:

1 awide variety of ICM strategies in the region, ranging from aiming
to support clients’ businesses to cementing the bank’s number one
position as an ICM provider (Deutsche Bank).

1 almost all the banks provide full coverage of the eurozone
countries with a combination of their own branches and partner
banks but only five, ABN Amro, BNP Paribas, Citigroup, Fortis and ING,
have their own branches in 10 or more countries.

1 Citigroup has by far the widest coverage of Central and Eastern
Europe with their own branches in 15 countries, and BNP Paribas has
the highest combined total of own branches and partner banks, in
20 countries.

1 mass disbursement services are now generally available
throughout the region.

1 notional pooling services are available from several banks, with
ING covering up to 25 countries.

1 sweeping services are available from all the banks, with Citigroup
offering end-of-day zero balance sweeps in 17 countries and intra-
day in 49.

1 extensive customer service support is available with extended
opening hours, but again only JPMorgan offers 24-hour service
support.

The European market has seen a steady growth in coverage by the
major players, particularly in Central and Eastern Europe, where the
competition for new business is intensifying.

ICM services in Latin America

Euromoney’s annual survey of the ICM services available in Latin
America covers six banks: ABN Amro, Bank of America, BBVA,
Citigroup, Grupo Santander and HSBC.

The survey results given in table 6 show:

1 important variations in regional strategies, ranging from HSBC
focusing on being the best multi-domestic and regional cash
management service provider through Citigroup focusing on the

ICM: Bringing it all together
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SSCs of regional and global companies operating in the region to
ABN Amro’s strategy - as in the other regions - of helping clients
expand their business both within Latin America and to other
regions.

1 there is far less integration of the banks’ systems in the region than
in Europe.

1 country coverage is dominated by Citigroup with its own branches
in 21 countries (and no partner banks), the nearest competitor is
HSBC, with its own branches in 13 countries (and partner banks in
three).

1 only three banks have significant branch coverage, BBVA with
2,700-plus, Grupo Santander with 4,000-plus and HSBC with 3,500.

1 notional pooling is available in only a few countries but sweeping
is available in many more.

1 most of the banks offer facilities to manage country risk with off-
shore US dollar accounts.

1 alimited range of intra-day and automated short-term asset
management services is available.

1 customer service support is available during normal office hours
with only BBVA offering 24-hour service support.

By far the biggest change in the Latin American ICM market over
the past year has been the expansion of HSBC's network. It has
come from nowhere in 2006 to become a major player, with its
own branches in 13 countries and partner banks in three and a
much greater number of branches in the region than Citigroup. The
competition in the Latin American ICM market seems to be turning
into a two-horse race.

ICM services in the NAFTA region

NAFTA is a trading zone with a population of some 500 million
people encompassing Canada, the US and Mexico and it is becoming
increasingly cost effective to carry out cash management across

the region. Euromoney’s first survey of the ICM services available in
the NAFTA region covers nine banks: ABN Amro, Bank of America,
Citigroup, Deutsche Bank, HSBC, JPMorgan, Scotia Bank, Wells Fargo
and Wachovia.

The dynamics of cash management in the NAFTA region are very
different from any other region, combining as it does two of the
most competitive and efficient cash management markets in the
world with the payment systems and infrastructure of a developing
country. The banks participating in the survey include five global
network banks and four major players in the north American market.
Their strengths and approaches to the market are very different.

Scotia Bank, based in Canada, offers a range of banking and cash
management services for large and mid-sized businesses. Rob Grant,
senior vice president, global transaction banking, says,“Scotia Bank’s
extensive branch network in Canada and Mexico, along with our
domestic and international payments capabilities are unmatched

in the region. This means that we can deliver local and cross-border
cash and treasury management solutions to support our multi-
national clients and financial institutions across the NAFTA region
and around the world.”

Bank of New York has a different approach. William Flyge, MD, north
American cash management, global payment and trade services,
says,“What we are trying to do in the NAFTA region is to leverage

our proven capabilities in large value payment processing to provide
robust small value remittance processing services across the NAFTA
region. We provide payment services across the region for both
financial institutions and corporate clients so they can meet the
cross-border payment needs of their customers, employees and
vendors. A typical corporate customer uses us to make pension or
employee disbursements.”

The survey results given in table 7 show:
1 real differences in ICM strategies, ranging through Citigroup
aiming to grow its market share in the region, Deutsche Bank
leveraging its technology to deliver robust solutions, Scotia Bank
providing integrated cash and treasury management solutions and
Wachovia making its clients successful treasury managers.
1 all the banks are focusing on the middle market as well as large
companies and MNCs.
1 most of the banks have a single processing centre for the region;
only JPMorgan has a global processing centre.
1 the number of branches varies considerably:
m in the US, Bank of America has the highest number of its own
branches, with 5,700 and Citigroup has the highest usage of
partner bank branches;
m in Canada, Scotia Bank has the highest number of own
branches, with 950;
m in Mexico, Citigroup has the highest number of own branches,
with 1,493.
1 most of the banks provide cheque processing and lockbox
facilities in all three countries.
1 mass disbursement and collection facilities are generally available
but there is limited availability of multilateral netting and payment
card services.
1 sweeping services are provided by all the banks but there is only
limited availability of notional pooling services.
1 automated sweeps into money market funds are available in all
three countries but again JPMorgan is the only bank offering 24-
hour, five-day-a-week customer service support.
The availability of full cash and treasury management solutions will
continue to expand as all the banks try to attract pan-regional ICM
business in the NAFTA trading zone.

The future of ICM

Both the banks and their corporate clients are agreed that the basics
of ICM business are unlikely to change. As one global cash manager
for a major oil company put it,“Over the next five years | believe
that the basic cash management criteria for my choosing banks
and other suppliers will not change. I still need quality of delivery
above all.”There is also general agreement that the new standards
and technologies are converging and opening up the opportunity
to automate the whole financial supply chain, though many of the
older instruments, systems and processes will need to remain in
place for years to come.

The level of competition in the ICM market is increasing dramatically
and this is likely to lead to the emergence of two different types of
ICM banks, cash management systems and services manufacturer
banks and distributor banks white-labelling the manufacturer banks’
products, and also to the disappearance of much of the domestic
cash management business that local banks have up to now
regarded as their own.
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Cashing in on technology

For both consumers and businesses, technology is transforming the way payments are made and

received, allowing users greater flexibility, mobility and efficiency

The overall efficiency of all types of payment, from a consumer
purchase at a corner shop to a high-value business-to-business (B2B)
transaction, continues to improve. Although most activity over the
past year has focused on enhancing existing systems, there have
been important developments using the very latest technologies
and infrastructures to open up new market niches and business
opportunities.

Trends in payment systems usage

Consumers and businesses have the same basic requirements

from payment systems: convenience, simplicity, low cost and
controls. Cash continues to be used for by far the largest number
of transactions worldwide but non-cash payment systems are now
used for more than 50% by value in most developed countries. The
use of non-cash payment systems varies greatly between countries,
as Bank for International Settlements statistics show (see figure 1).

Cheque usage continues to decline worldwide. Even in the US,
cheques are now used to make fewer than 40% of payments.
Payment card usage continues to grow. In Canada and Sweden
payment cards are now used for more than 60% of non-cash
payments. E-money is still very little used, except in Singapore where
it is used for more than 80% of all non-cash transactions.

Important trends in payment systems over the past year included:

1 The general replacement of paper- and cash-based payment
systems and processes - for example, in the US by remote payment
using Check 21-based services,and by the rapid growth of payment
cards at the point of sale, with cash now taking less than 50% by
value in several countries.

Figure 1: Non-cash payments 2005-1990

(% of number of non-cash payments)

Cheques Payment by | Credit Direct E-
Card Transfers Debits money

2005 | 1990 | 2005 | 1990 | 2005 | 1990 | 2005 | 1990 | 2005
Belgium 08 |240 (390 |11.1 |432 |582 |116 |67 |54
Canada 172 |66.8 |639 |268 |109 |3.6 8.0 2.8 0.0
France 245 593 (329 |142 |17.7 |164 |249 |103 |01
Germany 07 |99 149 |16 422 (514 419 (371 |02
Italy 146 | 439 |375 |28 |328 [504 |145 |29 |06
Japan* 10.7 35.6 89.3 0.0 0.0
Netherlands [nap | 153 [370 |20 |322 621 |269 |21.1 |39
Singapore | 4.5 72 13 2.7 84.4
Sweden 02 |138 [612 |173 |295 |689 |92 |- nav
Switzerland | 0.2 | 9.7 359 6.3 573 |809 |49 31 18
UK 139 |51.0 |451 140 |215 |215 |195 |134 |nav
USA 372 | 820 |484 |157 |6.2 15 82 0.7 neg

i 2004 figures neg = Negligible nap = Not Applicable nav = Not Available
Source: Bank of International Settlements

by Jack and Wolfi Large

1 The increasing integration of business transactions, from invoice
presentation to account management .

1 The launch of a number of new technologies to combat the
growth of fraud, eg:

m Two-factor authentication for internet transactions in the US and
the UK, requiring one-off passwords generated randomly as well as
normal user ID.The new ICTDisplay Card has an embedded display
and generates passwords at the push of a button, as shown in figure 2;
m digital signature systems, eg, the Citigroup pilot with Identrust.

SEPA development

The dream of the European Commission, the Single Euro Payment
Area (SEPA), is developing slowly. The aim of SEPA is to create an
integrated payments market to improve the overall efficiency

of the European Union, cutting the cost of making payments by
introducing more efficient electronic payment systems across the
euro region and consolidating the payment systems infrastructure.
The Commission argues that this will save billions of euros. But it is
proving difficult to get off the ground.

Many problems are holding back development:

1 Though banks have no choice, companies have no clear vision of
the benefits of investing in new standards to allow the new payment
systems to be introduced.

1 Key documents, for example, the Payment Systems Directive from
the Commission, which will be the legal framework for payment
systems operation, and the basic rule books on the credit transfer
and the direct debit systems are not yet available, making it
impossible for the banks to provide full descriptions of products for
corporate clients.

1 The technical committees of the European Association of

Figure 2: ICTDisplay card

Source: Innovative Card Technologies




Corporate Treasurers remain unconvinced that the proposed

SEPA payment systems specifications are as good as most of the
existing payment systems. There is no doubt SEPA will happen; the
only question is when. There will be a full report on a roundtable
discussion of the SEPA vision, the road map to achieving it,and the
key actions required from companies, banks and the Commission to
make it all happen in the April issue of Euromoney magazine.

Payment card developments

Payment cards continue to dominate in consumer non-cash
payments, as does Visa over all the other payment card schemes.There
has been a continuous increase in Visa’s global market share over the
past 20 years and Visa cards are now used for more than 60% of card
purchases around the world. Of the other main card schemes, such

as American Express, Diners Club, JCB and MasterCard, only American
Express’s market share grew last year, the rest fell. There are now more
than 2.5 billion payment cards worldwide and the number is growing
at well over 15% a year. Debit cards are growing considerably faster
than credit cards. Visa has more than 1.6 billion cards, with roughly
equal numbers of credit and debit cards. MasterCard has over 750
million cards, with around 75% credit and 25% debit cards.

According to The Nilson Report, the growth in the number of
merchant outlets accepting Visa and MasterCard cards has stabilized
at around 25 million worldwide, with some 9 million accepting
American Express and Diners Club cards and some 13 million JCB
cards. There is intense competition among the payment card
schemes and between card issuing and acquiring banks, producing
some exciting innovations.

Prepaid cards, where funds are preloaded on to the card, are being
issued all around the world. Initially prepaid cards were gift cards
replacing the paper-based voucher schemes operated by some

Figure 3: European prepaid market segment turnover by 2010 (million)

Under/
Unbanked
Payroll 6%

Remitts
6%

4%

Source: PSE Consulting

(Total €75.1 bn)

Figure 4: Barclaycard contactless Oyster card

Source: Barclaycard

retailers, which were prone to fraud and mis-use. Over the past two
to three years a range of new application areas for prepaid cards has
emerged. Research by PSE Consulting in the UK on the demand for
prepaid cards in Europe shows that by 2010 gift cards will represent
less than 30% of turnover, the rest coming from a wide range of
other applications, as shown in figure 3.

The use of contactless technology, where cards or
other devices containing contactless chips only need

Govt Transit/ to be placed within a few centimetres of a reader
Benefits Micropayms and not inserted into it to complete a transaction,
5% 1% is growing rapidly. These technologies are being
incorporated with all types of prepaid, debit and
Corporate Travel credit cards by payment card schemes, for example,
Benefits 15% American Express with ExpressPay, MasterCard with
12% PayPass and Visa with Wave.
Insurance Barclaycard in the UK recently announced its new
3% contactless Oyster card, combining London’s mass
o transit Oyster card system technology with contact
on-line Gzlgc:/ng and contactless payment card technology that will
13% 0 enable the cardholder to travel around London’s
public transport network, to make fast contactless
purchases at coffee shops and to shop as with a credit
Gaming card. (See figure 4).
5% Youth

Other devices being fitted with contactless payment
card chips include mobile phones and watches.
Other technologies also being used in payment cards
include Innovative Technologies’ working prototype
of a card with a magnifying lens and a light to help
cardholders read their bills.

ND Payment systems review: Cashing in on technology
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Doing business in an
electronic world:
The role of digital identity

By Gary E. Greenwald, managing director, head of information products, Citigroup corporate and
investment banking, and Hilary L. Ward, director, identity business manager, Citigroup corporate and

investment banking

A glimpse of the future

Consider this scenario: An assistant treasurer of a multi-national

firm in Asia, who is an authorized signer on 100 DDA accounts
across ten banks, moves to a new job at corporate headquarters.

His role, as an authorized signatory, needs to be transitioned to his
successor. This changeover involves contacting each bank, obtaining
the appropriate forms, appending resolutions and sending the
completed forms back to all the banks.

Now, consider an alternate scenario whereby a user logs on to

a bank account management system where all the firm’s bank
accounts can be viewed. The user filters the accounts replacing the
old signatory with the new one, and then uses a digital identity card
to approve the transfer and provide the banks with the required
authorized signature. The requested updates flow through the
banking system and an acknowledgement is generated that the
changes have been made.

Citigroup, along with several major corporations, the TWIST
standards consortium, and IdenTrust — a bank-sponsored digital
identity organization — recently collaborated to pilot this exact
solution. Interestingly, the challenge was not in developing the web
tool allowing the user to substitute one signatory for another, but
rather ensuring that the online transaction was binding. It turns out
that clicking ‘OK’ on a computer screen was not quite the same as a
‘wet’signature.

To further illustrate this point, let’s take a similar scenario in the
pharmaceutical industry.

Digital identities in the pharmaceutical industry

A leading pharmaceutical company found itself faced with a major
challenge. The company was drowning in paper generated by
clinical research trials needed for US Food and Drug Administration
approval of new medicines. These trials are typically long and
complex, involving large numbers of physicians, universities and
independent researchers. The FDA historically has required the
results of these research trials be submitted along with documents
signed by the relevant research team resulting in massive amounts
of paper for each drug trial.

In an effort to reduce the paper burden, the FDA began allowing
electronic submissions provided the documents were signed

using legally binding digital signatures. The FDA defined detailed
standards that must be followed before any researcher could be
issued a digital identity card to sign documents to ensure these are
what are known as high assurance identities. Some of the standards
were technical, but many focused on the process by which the
digital identities are issued. How do you verify an individual’s identity
before issuing an ID card? What is the liability framework for misuse
of these identities? How do you ensure compliance with varying
international digital signature regulations?

It turns out that many aspects of identity management are core
competencies of banks. Banks are regulated institutions that for
hundreds of years have specialized in managing risk and serving as
trusted third parties. Recognizing this, this pharmaceutical company
partnered with Citigroup to create and implement a solution to their
‘paper’ challenge. As a result,a growing number of researchers have
been issued Citigroup-backed digital identity smart cards, and a set
of their processes and IT applications have been reengineered to use
these identities.

Digital Identities in Corporate Banking Processes
These examples are just the beginning as digital identities can
be used in a variety of ways. A bank-issued digital identity can be
viewed as a universal identity card with numerous applications.



It can provide login access to corporate end-users using digital
certificates to identify themselves for access to a web application. It
can be used for encryption purposes to lock down data and provide
a trusted mechanism for information sharing.

For example, in the corporate payments arena, Citigroup, Danone,
BNP and IdenTrust recently conducted a proof-of-concept using
double digital signatures for payments via the *SWIFTNet FileAct
service using the IdenTrust platform as a second signature in
addition to the SWIFT PKI security. The pilot was the first step in

a global project designed to implement corporate payments by
using personally signed files - payment or other — using a binding,
interoperable identity deployment based on the IdenTrust platform.

The pilot involved Danone, a world leader in the food industry based
in France, sending SWIFTNet payment instructions signed with a
globally interoperable and non-repudiable IdenTrust personal digital
signature. An authorized employee at Danone signed a payment file
and sent it via SWIFTNet FileAct to Citigroup. Further, to demonstrate
global bank interoperability, a second payment was sent via BNP
Paribas, who was able to validate and rely on the Citigroup-issued
digital identity. This demonstrates how globally interoperable digital
signatures can be used across banks, and underscores the important
role that banks are playing in helping their corporate clients meet
their compliance needs relating to high value transactions.

Beyond payments, from a corporate treasury perspective, eliminating
paper-based signatures in the banking process would significantly
reduce the time to open and maintain bank accounts, providing
greater visibility and control over key processes, and allowing for
enhanced auditing procedures to meet regulatory requirements.

For its part, Citigroup plays the role of a trusted third party verifying
‘who;‘did what’and ‘when’in electronic interactions. The value-
add to clients is bank grade process controls around issuance and

KYC, banking system acceptance, liability for misuse, and legal
enforceability.

Citigroup’s membership in identity schemes like IdenTrust and SAFE

is similar to today'’s credit card model. A Citigroup-issued identity

allows interoperability with participants — such as other banks —who

have agreed to the terms and conditions of the operating model,
and who can rely on certificates from other participants.

Why banks? Why Citigroup?

Citigroup’s work in the market highlights that Identity is the lynchpin

in electronic workflows. Digital identities enable firms to know who

is on the other end of the transaction, create binding transactions,
and ensure the integrity of those transactions to satisfy regulatory

and audit requirements. Banks, for their part, are uniquely positioned

to address these issues since introducing parties and establishing
trust in B-to-B transactions is a traditional role that banks have
always played.

* SWIFT, S.W.I.F.T., and SWIFT-derived product and service names are
trademarks of S.W.I.F.T. SCRL.
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