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By Dominic Broom, BNY Mellon Treasury Services Head of Sales and Relationship 
Management for Europe, Middle East & Africa 

 

With economic indicators now looking somewhat brighter than 
they have for some time – suggesting the worst is possibly 
behind us – it would seem there is indeed light at the end of what 
has been a very long tunnel. That said, there is still some way to 
go.  
 

It has become increasingly apparent that transaction banking, a stable, annuity 

revenue business, must generate sufficient profit to fund its own investment –

investment that is essential if transaction banks are to remain competitive. This 

growing need for self sufficiency comes, generally speaking, from concerns that 

investment plans are secondary to banks’ broader organisational initiatives to improve 

balance sheet management and reformulate strategic positioning. 

 

Important though these higher level factors are, they do little to help the transaction 

banking business line, the revenue of which depends on banks’ ability to innovate, yet 

remain cost efficient, whilst offering a consistently high standard of service. So the 

question is how can transaction banks remain relevant and competitive in the face of 

reduced investment spend, particularly when new market norms mean that revenue 

growth is no longer necessarily to be found in traditionally failsafe developed 

economies? 



 
 

 

 

 

Indeed, if we look at which markets are delivering a return to more sustained growth, 

they are not the mature economies. Rather they are the emerging markets and regions, 

such as Turkey and the Gulf Cooperation Council (GCC) countries, as discussed by Cihat 

Takunyaci, BNY Mellon head of Relationship Management for Turkey, Russia, the 

Commonwealth of Independent States (CIS) and Israel, and Peter Hazou, BNY Mellon 

Treasury Services head of Market Development for EMEA, in the article titled, “The 

Growth of Turkey and the Road Ahead” in this issue. If banks are to support corporate 

expansion into these new and – in some cases less familiar – markets, they must not 

only understand the needs and norms of these economies, but also how these factors 

translate into business support needs at the end-user level.  

 

Corporate needs can range from higher level concerns, such as how to ensure 

compliance across borders, to more practical issues, such as dealing with new 

currencies and maintaining control and transparency over trade processes as supply 

chains become increasingly convoluted.  

 

Let’s look at some of these concerns in greater detail, starting with regulation, which 

we know from client and peer-group discussions is a major concern for all industry 

players.  

 

Our 2012 Attitudes to Transaction Banking survey and the subsequent business 

leaders’ discussion in conjunction with Exporta Group1 revealed that regulatory change 

presents a three-tier challenge. This is comprised of understanding the effects of 

regulation, meeting compliance requirements, and maintaining a commitment to 

innovation despite regulatory restrictions and ongoing market uncertainty. Working 

within the confines of varying local rules and regulations across new and emerging 

markets is one thing, the fragmented regulatory market of Asia being a prime example 

of how difficult this can be. But when combined with the need to meet the demands of 

broader industry initiatives that are fundamentally changing the game for all of us – 

such as BASEL III and other major developments taking place within the European 

payments landscape – the regulatory challenge can seem insurmountable. With the 

right support, however, successful compliance and adaptation to “the new normal” can 

be achieved.  

 

At BNY Mellon, we pride ourselves on helping our partners navigate the regulatory 

maze via two routes. The first is through sharing our expertise. In this respect, we cover 

the changes taking place in the region’s payments landscape in this issue, including 

the upcoming implementation of the Single Euro Payments Area (SEPA) directive, and 

what it means for corporates and payments services providers, in the article titled 

“Understanding the Changes to European Payments.” 

 

The second route is in helping to break down the barriers that heightened compliance 

initiatives – along with the greater government scrutiny they entail – place on effective 

business management.  

 



 
 

 

 

Innovation depends on banks’ abilities to respond to and even preempt, industry 

change. But with resources (both human and fiscal) largely preoccupied with ensuring 

that existing solutions and services are compliant, many banks may find their capacity 

to address new challenges to be significantly limited. As a result, we are seeing greater 

demand from our partners for our support, and we are working to innovate on their 

behalf (as we have always done) by leveraging our expertise and technological strength 

in new ways to enable them to meet their own customers’ evolving concerns.  

 

By way of illustration, we are building on our strengths as a US dollar clearer and global 

payment services provider by developing robust multicurrency solutions. Our latest 

offering in this respect is the redesign of our US solution for clients wishing to hold 

multicurrency accounts in the UK rather than the US. As discussed in greater depth in 

the article titled “New Payments Platform to Provide Uniform Payments Processing 

Globally” in this issue, this solution is one of a series of upgrades we are making to our 

global payments capabilities. We look forward to relaying further updates on our efforts 

in this area in future editions of this newsletter.  

 

We also work to add value by continually investing in our global network (we maintain 

an on-the-ground presence in 36 countries, covering more than 100 markets) and 

network capabilities.  

 

In today’s globalised industry, the ability to forge new business connections and 

facilitate counterparty interaction in the form of transaction data management is 

crucial. Of course, acting as a financial intermediary has long been the role of banks, 

but fulfilling this remit on a truly global scale and in the face of ongoing industry 

changes and regulatory challenges is no easy feat.  

 

BNY Mellon is a renowned relationship bank, and the strength and success of our 

network depends on being able to leverage the local market expertise provided by our 

local and regional partners, alongside our international footprint and technological 

prowess. As a result, it is something that we simply could not do without you.  

 

So, thank you for being our partners. It is only through the close collaboration that open 

dialogue fosters that we will continue to overcome our industry’s challenges. With that 

in mind, I look forward to continuing the conversation with many of you at this year’s 

SIBOS conference in Dubai.  

 

 

 
 
 
 
 
 
 
Dominic Broom

 

1Attitudes to Transaction Banking”; BNY Mellon and Exporta Group, October 2012. 
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Bana Akkad Azhari,  
BNY Mellon Treasury Services Head 
of Relationship Management for the 
Middle East & North Africa 

 

 

 

 
 

 

 

 

 

 

 

Cihat Takunyaci,  
BNY Mellon Treasury Services Head 
of Relationship Management for  
Turkey, Russia, Commonwealth of 
Independent States and Israel  

 

STRENGTHENING OUR TREASURY SERVICES TEAM N 
THE MIDLE EAST & NORTH AFRICA  
The Middle East, North African (MENA) and Turkish markets 
have always been a key area of focus for BNY Mellon Treasury 
Services, and we have supported our partners in these 
countries for nearly 100 years. During this time, our emphasis 
has remained on helping the regional domestic banks 
facilitate trade on behalf of their own customers irrespective 
of market changes and challenges. With the significance of 
the area continually growing, so is our focus on the particular 
needs of our clients in the region. As a result, we are pleased 
to announce the appointments of Bana Akkad Azhari as BNY 
Mellon head of Relationship Management for MENA, and 
Cihat Takunyaci as BNY Mellon head of Relationship 
Management for Turkey, Russia, the Commonwealth of 
Independent States (CIS) and Israel – markets that are of 
increasing strategic importance at a regional and global level.  
 

Supporting Regional Growth and Dynamism  

Global economic difficulties combined with socio-political uncertainty experienced 

by some of the region’s markets have meant that, in recent years, our efforts have 

concentrated on providing solutions that unite the risk-mitigating properties of 

traditional trade instruments with the increased transaction processing efficiency 

that modern cross-border trade demands. This has served to address our clients’ 

deepening worries over risk and the increased corporate focus on supply chain 

sustainability.  

 

Yet business risk and continuity concerns remain – and indeed are amplified – as 

some of our clients’ markets develop into international trade hubs. With global trade 

increasingly shifting to the east, Turkey and the Gulf Cooperation Council (GCC) 

countries are ideally placed, both geographically and economically, for clients 

operating in the region to benefit. 



 

 

 

 

 

 

 

 

 

 

 

One of the region’s chief economic advantages is its strengthening trade ties with 

China. As the chief driver of rising intra-Asian trade and an increasingly important 

global trade participant, China is fuelling trade between non-OECD economies 

across the globe. And as China furthers its efforts to shift to a more consumption-

based economy, “new Chinas” – smaller, export-driven frontier economies – are 

likely to emerge, with fellow developing markets as their chief counterparties.  

 

The region has the potential to benefit from these developments. And at BNY 

Mellon, we recognise that, if we are to support our partners in realising this 

potential, the right tools are required. One such tool is the regional expertise that 

our newly appointed treasury experts bring to the equation.  

 

Bana joined BNY Mellon in 2006 as chief representative for Lebanon and Cyprus, 

helping clients facilitate trade in these markets. Since then, her role has expanded 

to cover all countries in the Levant and North Africa, including Jordan, Iraq, Yemen, 

Egypt, Libya, Algeria, Morocco and Tunisia. In taking on her new role, she will 

retain her regional and country management responsibilities for these markets, 

just as Cihat – who joined BNY Mellon’s Turkey office in 1997 as a Customer 

Relations Representative – will continue as country manager for Turkey and 

Azerbaijan. As a result of their broad experience, regional knowledge and subject 

matter expertise, both Bana and Cihat will be central to the development of our 

existing MENA offerings, as well as in strengthening our regional relationships 

throughout 2013 and beyond. 

 

An Individual Market Focus – An Overview of Commitment  

Although MENA is a notably economically diverse region, with commercial trends 

differing significantly between markets, its overall outlook is extremely positive. In 

addition to its aforementioned links with China, which is one of the factors 

encouraging a more international outlook, intra-regional trade is being equally 

encouraged by the GCC customs union. This is a free trade area with a common 

external tariff that has been largely successful in removing overt trade barriers 

within the bloc.  

 

Efforts to aid closer economic integration between the six major oil exporting 

countries of the GCC have – from a banking solutions perspective – led to a 

growing interest in the streamlining of cash and working capital management 

processes. This is a useful development for trade within and beyond regional 

borders, and should serve to promote greater efficiency throughout the Middle 

East as a whole.  

 

Looking to Turkey – which is discussed in greater detail by Cihat and Peter Hazou, 

our head of Market Development for Europe, Middle East & Africa (EMEA), in the 

article titled “The Growth of Turkey and the Road Ahead” in this issue – its growing 

economic strength and return to prominence on the world stage means that it too 

is becoming a key conduit for international trade. Turkish trade ties with Japan, 

China and South Korea are growing, and reflect its importance to Asia as a whole.  

 



 

 Turkey is also becoming increasingly valued as a so-called energy corridor, given 

its significant geostrategic importance to the supply of natural resources 

(particularly gas) to its neighbouring markets. This vital role, combined with 

growing interest in the country from foreign companies and investors – as well as 

the domestic bank and corporate focus on regional acquisition and expansion – is 

expected to increase demand for a variety of sophisticated transaction banking 

services. 

 

A Consultative Approach  

At BNY Mellon, it is important that our clients’ needs are understood – and met – 

on a case-by-case basis. As a result, we take a consultative approach to solutions 

development and implementation, which means our partners can benefit from 

bespoke offerings designed to address the specific needs of their businesses and, 

by extension, those of their own customers.  

 

This ties in not only with the importance we place on nurturing long-term 

relationships, but also on the benefits of strategic partnerships. Working in close 

collaboration with our regional partners allows them to leverage our strengths as a 

specialist global provider of trade finance and cash management solutions, while 

allowing us to benefit from their unparalleled knowledge and understanding of 

their home market and client requirements.  

 

Such a combination of strengths can give rise to the creation of agile, automated 

solutions that unite the relationship roots of trade with the latest industry 

developments. With such support, our partner banks throughout MENA and its 

neighbouring markets – and their local trade entities – are well equipped to 

capitalise on emerging trade trends and overcome arising challenges and 

complexities.  

 

 

 

 

  

 

 
 
 
 
 
 
 
 
 
 

 
 





 
 

 
BNY MELLON WINS  
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Mauro Bonacina 
BNY Mellon Treasury Services Sales 
Officer for Europe, Middle East & Africa 
 

 

 

 

2012 GLOBAL TRADE REVIEW ACCOLADE RECEIVED 
FOR FOURTH CONSECUTIVE YEAR  
By Mauro Bonacina, BNY Mellon Treasury Services Sales officer for Europe, Middle East & 
Africa 

 
For the fourth year running, BNY Mellon has been voted Best 
Trade Outsourcing Bank in Global Trade Review’s Leaders in 
Trade Awards. With the results of the most recent (2012) 
competition based on the views expressed by more than 6,000 
market participants – including banks, corporates, financial 
institutions, insurers and brokers – this award is an important 
validation of the role we play in delivering high quality trade 
finance related services to the market. 
 

Our efforts in this respect are twofold. First, BNY Mellon has an ongoing commitment to 

investing in innovation. There is no escaping the fact that modern cross-border trade 

demands electronic solutions flexible enough to cater to evolving trade patterns – such 

as the shift of purchasing power to the east – and varying levels of local market 

sophistication. Indeed, technology has become the vital enabler of the global trade 

industry and – with local markets seeking to compete at a global level – the benefits of 

technology innovation must be accessible to all levels of commerce.  

 

Our winning performance in the Leaders in Trade Awards is also testament of our 

efforts to implement global-standard solutions wherever our clients are based – a 

commitment that drives our long-standing focus on local-global bank partnerships. 

While electronic platforms are indispensable tools, trade is fundamentally a 

relationship business that depends on counterparty knowledge, trust and 

communication – all of which begin at the local level. Partnership can, therefore, plug 

local knowledge into ever expanding cross-border trade networks, and ensure a 

bilateral exchange of expertise to benefit both local and global banks. By leveraging 

expertise and capabilities for the wider good, such relationships can drive the industry 

forward. 

  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Strategic Collaboration 

Of course, partnership – at least in its most basic form – is not a new concept. But 

strategic partnerships – those that are based on meeting the evolving needs of end-

users across the globe – are a key way to address current and future trade and supply 

chain concerns. In today’s market that is typified by regulatory complexity, ongoing 

funding constraints and a need for greater transparency and enhanced access to 

transaction data, strategic partnerships can go a long way toward overcoming 

corporate concerns. Such concerns range from high-level matters, such as ensuring 

that evolving compliance requirements are met across borders, to more practical 

issues such as maintaining control and visibility over trade processes as supply chains 

become more convoluted. 

 

Combining the strengths of a specialist global trade services provider with the market 

knowledge and presence of local banks can address such concerns by helping to 

ensure that international industry best practices are accurately translated to local 

market requirements. Advocating this approach – even more so in recent years, which 

have been notably challenging for all trade finance players – has proven key to BNY 

Mellon’s continued success and to that of our partners across the globe.  

 

With our fourth successive win of this award reflecting the market’s support for this 

approach, we continue our efforts to further develop our network – currently spanning 

36 countries and more than 100 markets – and augment our solutions and their 

functionality accordingly. The work we are putting in to enhance local market expertise 

– particularly throughout the Middle East and North Africa region – and improve our 

solution development process is discussed in greater detail by my colleagues 

throughout this newsletter, and serves as proof of our commitment to both the industry 

and our partners.  

 

There remain a number of unanswered questions in the “new normal” that comprise 

today’s trade market, and all trade players will require some time to adapt and adjust. 

But as the success of our model of dedication to excellence and increased 

collaboration consistently shows, overcoming new industry challenges – thereby 

keeping trade flowing despite continued market turbulence and uncertainty – is well 

within reach.  
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MAKING THE CONNECTION 

By Peter Hazou, BNY Mellon Treasury Services head of Market Development for Europe, Middle 
East & Africa, and featuring Saket Sharma, BNY Mellon Treasury Services Chief Information 
Officer 

 
Technology lies at the heart of today’s treasury services, which 
explains why it is the subject of constant investment and 
innovation. But as the market looks to develop its  
behind-the-scenes capabilities further, one stream of  
technology is receiving the greatest attention: the cloud. 
 

Cloud computing – or working “in the cloud” – is a much-discussed term, yet one 

without a concrete definition. Unlike many technological advancements, the cloud is 

intangible – there is very little realisation of what it actually encompasses, what 

benefits it may bring, and how it affects providers and clients in the treasury services 

space. Indeed, very few – if any – providers have developed full cloud capabilities. So 

why all the fuss? 

 

To find out more about the cloud, I spoke to my colleague Saket Sharma, BNY Mellon’s 

chief information officer for treasury services. 

 

PH: What is cloud technology and how is this trend taking shape in treasury services? 

 

SS: Cloud technology is all about IT architecture; transforming and opening up the very 

framework that supports technology systems rather than continually adapting – and 

building on top of – existing infrastructure. 
 

There are three main phases to cloud computing, developed along a continuum: 

Infrastructure as a Service (IAAS); Platform as a Service (PAAS) and Software as a 

Service (SAAS). The majority of firms shifting to cloud computing are currently between 

the stages of IAAS and PAAS, where they’ve already implemented or are implementing 

infrastructure in the cloud, and are looking towards developing a cloud-based  



 

 

 

platform. Although achieving PAAS capabilities is no easy task, the completion of 

this phase will be followed by a relatively simple shift to the next stage:  the 

provision of software in the cloud. 

 

PH: Technology is key for treasury services, but in the current economic climate – 

where market pressures continue to hinder widespread investment in innovation – 

why are some providers developing cloud capabilities? 

 

SS: Cloud technology is an infrastructural change – it is a transformation of the very 

framework that modern technology solutions rely on. And in consideration of 

universal budgetary constraints, cloud computing brings one overriding benefit:  the 

more effective utilisation of a company’s existing resources. 

 

Certainly, in the complexity and inefficiencies of current multi-layer frameworks – 

where treasury solutions are provided as plug-in applications for integration with 

users’ existing structures – there is the danger that IT resources may only be working 

at a small percentage of their actual potential. Finding a way to better leverage these 

resources is vital. 

 

Furthermore, cloud technology can open the door to the more seamless integration 

of new technologies and applications in the future. By switching from using in-house 

IT frameworks to leveraging the infrastructure, platforms and software of providers, 

firms working in the cloud can eliminate the gap between provider and user systems. 

This enables users to deploy the latest treasury solutions and products without 

having to continually ensure their own technology resources are sufficiently 

up-to-date – a considerable and ongoing cost saving. 

 

PH: What does this mean for legacy technology capabilities? 

 

SS: The overriding theme of cloud computing is its ability to make better use of 

existing resources – and this allows for the continued use of legacy systems. By 

upgrading existing capabilities to instill cloud characteristics, legacy technology can 

be used to its full strength and in harmony with new working systems. 

 

PH: How do these developments affect the end-user? 

 

SS: Cloud technology is largely a behind-the-scenes initiative. Although end-users 

may benefit from improved run time, the cloud’s importance will not be immediately 

apparent to the end user. In fact, only if there were to be some sort of failing in the 

infrastructure would today’s users be aware of how vital these frameworks are. And 

with cloud computing – where a systemic and selfprotecting redundancy system is 

inherent to the architecture – the likelihood of this occurring is lower than ever. 

 

 

 

 



 

 Further benefits – equally intangible for end-users – are just as significant. Cloud 

computing brings capabilities up to full power – enhancing, strengthening and 

streamlining systems without the need for investment in new structures. So as cloud 

technology is developed and implemented across the marketplace, clients will find 

their providers in a stronger position than ever to meet their evolving needs – more 

swiftly and more effectively – both now and in the future. 

 

 

Material contained in this article is intended for the purposes of general information only. It is not 

intended to be a comprehensive study of the subject matter, nor provide any treasury services advice, or 

any other business or legal advice, and it should not be used or relied upon as such. The views expressed 

herein are those of the authors only and may not reflect the views of BNY Mellon. 

 

This article first appeared in the December 2012/January 2013 edition of emeafinance magazine 

(emafinance.com) 
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Colin Robertson,  
BNY Mellon Treasury Services 
Sales Manager for Europe, Middle 
East & Africa 
 
 
 

BNY MELLON AND GLOBAL TRADE REVIEW HOST ROUNDTABLE 
DISCUSSION WITH INDUSTRY PEERS 

By Colin Robertson, BNY Mellon Treasury Services Sales manager for Europe, Middle East & Africa 

 
The transaction banking industry is undergoing a series of 
major developments that stem from a combination of 
unprecedented market and regulatory forces, and a 
subsequent shift in global purchasing power from West to East. 
In order to glean greater insight into these changes at both the 
industry and business level, BNY Mellon and Global Trade 
Review (GTR) recently gathered a group of industry experts 
representing several markets across Europe, the Middle East 
and Africa to discuss the key concerns facing the market today 
(please see the panelists that contributed to this discussion 
listed to the left, below).  
 

The debate served as a follow up to our Attitudes to Transaction Banking survey1, 

which BNY Mellon undertook in conjunction with GTR and its sister publication EMEA 
Finance in late 2012. The survey questioned banks and corporates on a number of 

different points – including liquidity, trade, foreign exchange and increasing 

regulatory challenges – and the aim of the roundtable discussion was to unearth the 

market realities behind the statistics as revealed by the survey.  

 

Given that the survey highlighted the availability of funding – or perhaps the lack 

thereof – as the industry’s chief concern, this issue started the discussion, and 

proved especially enlightening given that participants represented financial 

institutions from multiple key markets. This meant the panel was able to assess both 

the broader liquidity question as to how it is impacting the marketplace, as well as 

its regional/local nuances.  

 

 

 

 

 

 



 

Michael Gilham, director of Trade Product Management at Lloyds TSB, postulated 

the view – which proved to be the general consensus – that banks across the board 

are largely in a stronger liquidity position now than they were in during the 

immediate aftermath of the 2008 crisis. In particular, the panel deemed that a 

significant number of banks in the emerging and frontier markets appeared to be far 

more liquid than they were three-to-five years ago, especially in regard to US 

dollars. As a result, many of these institutions no longer require support to the 

extent they once did, which is one of the factors currently driving down global 

transaction banking margins. 

 

Funding 
According to panellists, strengthening capital ratios – particularly in light of 

changing regulation and the challenges presented by the low rate given on deposits 

– is a perennial effort for all banks that will continue to drive business decisions. 

This point turned the discussion to the panel’s next issue: whether transaction 

banking needs to self-fund its development.  

 

Taking an internal view of capital and its deployment, it is no great secret that, in 

most cases, efforts to improve balance sheet management and reformulate 

strategic positioning are taking precedence over investment in infrastructure and 

innovation. With this in mind, panellists stressed that transaction banking must be 

able to compete with other business lines within banks for resources.  

 

Banks’ decisions regarding the deployment of capital is partly an issue of 

regulation. It is vital that transaction banking has the appropriate regulatory 

treatment that allows it to remain competitive and that reflects its relative low risk 

and stability. It is also a question of profitability, as transaction banks need to 

generate returns to fund their own development. Though all panellists saw the 

merits in self-funding future development, attitudes towards funding differed 

between markets. 

 

According to Nihan Turgay, chief representative of Garanti Bank’s London office, 

Turkish banks have been less affected by the decline in international liquidity 

thanks to the strength of their balance sheets and the economy’s relatively 

unsaturated banking environment, which has allowed further liquidity to be 

obtained from the deposit base where necessary. Turgay pointed out that other 

types of liquidity have also been accessible through increased work with 

multilateral institutions.  

 

Kutan Kudret, specialist, financial institutions, Corporate Loans at Isbank, echoed 

Turgay’s views on Turkish banks’ relatively strong liquidity positions, citing the 

“huge capital inflow into Turkey” and big deposit bases as the reasons why – at the 

institutional level – many Turkish banks are faring better than their foreign 

counterparts where liquidity is concerned. That said, liquidity remains a concern for 

Turkey at country level, with appetite for capital and funding remaining high. 

 

While the Turkish economy serves as something of a “liquidity contrast” – in that 

domestic banks have been looking to grow their balance sheets in the face of 

 

Roundtable Participants: 

Dominic Broom, head of Sales and 
Relationship Management, BNY 
Mellon Treasury Services, EMEA 
(Chair) 

Colin Robertson, Treasury Services 
Sales manager, EMEA, BNY Mellon 

Michael Gilham, director, Trade 
Product Management, Lloyds TSB 

Kutan Kudret, specialist, financial 
institutions, Corporate Loans, Isbank 

Manoj Menon, global head of Trade 
Services, Innovation and Customer 
Proposition, RBS 

Sameer Sehgal, managing director, 
head of Trade, Europe, Middle East & 
Africa, Global Transaction Services, 
Citi  

Nihan Turgay, chief representative, 
London representative office, Garanti 
Bank  

Phil West, head of Product 
Management, Transactional Products 
and Services, Standard Bank 



 

 

 

 

 

 

market liquidity constraints, unlike the country’s developed-market counterparts 

that have needed to bolster their cushion of capital – one similarity picked up on by 

the other panel experts was the diversification of funding sources. The constriction 

on liquidity, in combination with the effects of regulations such as BASEL III, has 

created the need to identify and leverage previously fallow internal credit lines and 

to start considering alternative funding sources such as pension funds.  

 

Sameer Sehgal, managing director and head of Trade, Europe, Middle East & Africa, 

Global Transaction Services for Citi, agreed that it was still early, but that going 

forward he expected to see more liquidity come into the trade business from 

unconventional quarters. Sehgal added that regulation has also had an indirect 

impact on liquidity in that so-called “sovereign nationalism” – wherein countries 

have imposed embargoes to prevent cross border use of fungible liquidity – has 

hindered traditional liquidity flows and seen a flight to quality.  

 

This point was supported by RBS’ Manoj Menon, global head of Trade Services, 

Innovation and Customer Proposition. According to Menon, regulation – global and 

national – needs to be considered in conjunction with liquidity, as the impact of 

regulation on liquidity flows and deployment is a key issue. Engagement with 

regulators is “definitely required” in this respect, he added, and believes that there 

is a lot more work to be done to determine the impacts of the regulatory pipeline on 

trade facilities, the associated costs and the impacts on pricing.   

 

Regulation and Innovation 
Of course, the impact of new regulation has been – and continues to be – a key 

concern for the industry, and for this reason received significant attention in both 

our Attitudes to Transaction Banking survey and the panel’s broader industry 

debate. And while the effect of regulatory changes on capital requirements has 

been immediately apparent, impacts to the regulatory needs surrounding increased 

business transparency – and the corresponding need for innovation in order to meet 

the requirements – have been equally significant.  

 

This trend is clear from both the bank and corporate perspectives. For example, 

Turgay cited the need for banks – in order to comply with data-reporting 

requirements – to leverage more innovative technology capable of achieving the 

necessary transparency. And Phil West, head of Product Management for 

Transactional Products and Services, Standard Bank, described how multinational 

corporates are looking for non-proprietary solutions, in particular via an integrated 

approach to cash and trade solutions that is able to address the entirety of the 

end-to-end supply chain.  

 

With similar needs and holistic solutions the order of the day, the discussion 

highlighted how increased market collaboration – and strategic partnerships – have 

become more important than ever before. In particular, relationships between local 

banks and global providers that marry local expertise with global reach and 

technological strength, as demonstrated by BNY Mellon’s approach, will prove even 

more valuable as banks adapt to the “new normal” and pursue optimal business 

models for the future. 
 

1Attitudes to Transaction Banking”; BNY Mellon and Exporta Group, October 2012.  
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CONCERNS AND STRATEGIES TO MITIGATE THE 
TRAPPED CASH PHENOMENON  
 
By Daniel Verbruggen, BNY Mellon Treasury Services head of Relationship Management, 

Developed Markets for Europe, Middle East & Africa  

 
While much has been made of new and upcoming industry 
challenges – particularly on the regulatory side – there is 
growing concern around a more historical challenge that is 
now staging a comeback: trapped cash. Referring to cash 
unintentionally ‘trapped’ within a country due to sudden or 
unexpected currency or capital movement restrictions, 
trapped cash is a risk most commonly faced by those dealing 
with unfamiliar counterparties and economies. As a result, 
the recent growth of trade with and between emerging 
markets makes it a renewed concern. 
 

That said, it is not just new or developing markets where this risk exists. China, 

the world’s third largest economy by gross domestic product (GDP), is 

particularly notable for its restrictions on foreign currency capital, currency 

conversion and foreign-held current accounts. As China’s trade connections 

continue to grow, both internationally and regionally, such restrictions are likely 

to affect an increased number of corporate treasurers. Cyprus has also been a 

recent concern. 

 

While trapped cash can be a short-term problem – such cash would not become 

trapped in the first place if the restriction in question hadn’t been sudden or 

unexpected, and likely a temporary measure – it can have a serious impact on 

working capital. For this reason, corporate treasurers must ensure they are fully 

equipped to both monitor and mitigate such situations.



 

 

 

 

Freeing Trapped Funds 

Once cash has become trapped – impacted by factors such as currency controls 

and capital movement restrictions – there are two main courses of action. The 

first and most obvious is to explore different avenues of releasing the cash. This 

depends on the ability to accurately monitor the trapped cash, one option being 

to open a foreign currency account in the counterparty country in order to receive 

SWIFT messages and thereby gain greater visibility over the cash position. 

 

Depending on the nature of the legal restrictions in place, it may then be possible 

to either open a foreign currency account elsewhere and transfer the money, or 

request that the receivable be paid in another currency altogether. This latter 

option remains a common feature in markets such as China and Brazil, where 

payments made in US dollars help both foreign and domestic trade 

counterparties circumvent the currency restrictions in place. This is also a 

solution that relies to an extent on corporates having a strong relationship with 

the transaction counterparty (on the buyer side), as the latter will be exposed to 

exchange rate risk and the transparency of the transaction may be impacted. 

 

Making Cash Work 

If releasing the trapped cash is not possible, then efforts must be made to put 

the cash to work locally. This second course of action is a must in today’s climate 

of constricted liquidity, where the optimisation of working capital is vital to 

success and cash cannot sit idle no matter where it is held. 

 

For corporates with activities or ambitions (e.g., to open a branch or expand 

operations in the country in question), the obvious solution is to use the trapped 

cash as domestic working capital and invest it as capital expenditure. 

 

Where this is not a viable option, other techniques are needed, with the most 

straightforward method of continuing to gain value out of trapped cash being to 

invest in money market funds (MMFs). In this way, revenue can be earned to 

offset the cost of keeping cash in one place; this is particularly pertinent at a 

time when negative interest rates are a growing possibility for many key markets. 

 

A second solution is to leverage the financial capital in the framework of another 

transaction. In bilateral trade relationships – where the corporate both sells into 

and buys from the counterparty economy – trapped cash, currently owed as a 

receivable, can instead be used to settle accounts payables in that country. 

 

The third option, again on the accounts payable side, is to leverage the cash as 

collateral. This involves an entity in the counterparty country issuing a guarantee 

on the corporate’s behalf, with the trapped funds used as the deposit in this 

financial guarantee. This guarantee can then be used as a negotiation tool for 

another transaction (e.g., as ‘X’ amount of basis points to be deducted off a final 

payment). 

 

 



 

 

 

 

The Bigger Picture 

It is not only corporate treasurers who are looking to avoid the issue of trapped 

cash. Take China, driven by cross-border trade yet wishing to retain tight 

controls over the domestic currency and balance sheet, and realising that 

restrictions on currencies and capital movement can hinder trade and thereby 

economic development. China’s solution has been to open an ‘offshore’ currency 

in the form of the Hong Kong (CNH) renminbi (RMB). By decoupling this offshore 

RMB (CNH) from its onshore yuan (CNY) counterpart, the economy has become 

more open to cross-border trade without having to relax its domestic exchange 

controls. Ultimately, whatever specific measures are taken to circumvent or 

mitigate the problem of trapped cash, such solutions must be set against a 

backdrop of enhanced visibility, specialist market knowledge and broad currency 

capabilities. Certainly, visibility is crucial to being able to monitor cash positions 

and the first step to gaining greater control over its movement and use. 

 

This need for enhanced visibility is equally applicable to the counterparty 

markets themselves, in that corporates must have a thorough understanding of 

their trade counterparty’s economic and regulatory environment if they are to 

(potentially) anticipate any developments and be better placed to mitigate their 

effects. To achieve this, specialist local knowledge is needed – a tall demand in 

an era where trade is being conducted with a growing number of relatively 

unfamiliar markets. 

 

Advantages of Partnering 

Not only do corporates face myriad cross-border differences with regard to 

economic infrastructure, regulatory environments and preferred business 

practices, but any changes in these frameworks can be both complex and fast-

moving, the RMB’s evolving status being a case in point. This places pressure on 

corporates’ local banking partners to provide such insight, something best 

achieved through partnership with a global bank with an international footprint. 

 

Finally, in order to more ably resolve situations of trapped cash, corporates must 

ensure their bank can provide them with a full range of currency capabilities. 

These should include advanced electronic platforms able to enhance visibility 

over cash positions and more efficiently process payments, and the flexibility of 

working in a comprehensive spread of currencies, including the RMB. Such 

capabilities help address the threat of trapped cash and enable corporates not 

only to adapt to today’s shifting international trade flows, but also to make the 

most of them. 

 

Material contained in this article is intended for the purposes of general information only. It is not intended 

to be a comprehensive study of the subject matter, nor provide any treasury services advice, or any other 

business or legal advice, and it should not be used or relied upon as such. The views expressed herein are 

those of the authors only and may not reflect the views of BNY Mellon. 

 

This article first appeared in the 1 April, 2013 issue of gtnews (gtnews.com). 

 
 



 

 
 
DRIVING SUCCESSFUL SOLUTIONS 

FROM CONCEPT  
TO REALITY 
 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CONNECTING THE DOTS TOWARD A CLIENT-FOCUSED  
PRODUCT DEVELOPMENT PROCESS   
 

By Peter Hazou, BNY Mellon Treasury Services head of Market Development for Europe, 
Middle East & Africa, and featuring Saket Sharma, BNY Mellon Treasury Services Chief 
Information Officer 

 

At BNY Mellon, we believe that ongoing improvement is vital – not 
just with respect to the solutions we provide for our clients, but in 
the very way these solutions are conceived, developed and 
delivered. Such constant self improvement is even more 
important in today’s continually evolving financial environment, 
in which rising challenges and complexity are the new normal.  
 

With this in mind, BNY Mellon Treasury Services’ product development process is 

designed to help ensure that innovation, communication and exceptional levels of 

client service – factors that form the core of our offerings – are upheld and enhanced 

throughout the entirety of our product and service lifecycles. We understand that 

holistic solutions that “connect the dots” are key to meeting the global market’s 

heightened demand for risk management, efficiency, transparency and the meeting of 

compliance requirements. It is, therefore, crucial that the same approach be used in 

the design and development of our solutions.  

 

Behind the Scenes: Step One 

So what, exactly, do we mean by “connecting the dots” in reference to product 

development? The recent launch of our Multicurrency clearing hub in the UK* provides 

an opportune moment to step behind the scenes and explore how we bring such 

wide-sweeping solutions to fruition.  

 

Step one in our product development process is listening to clients, understanding 

their needs and formulating ideas on how those needs can be addressed. As a learning 

organisation, this requires team engagement with all client touch points encouraged 

 



 

 

 

 

 

 

 

 

to participate. This includes client and relationship management, sales, client 

service officers and, of course, our product management area. As an organisation, we 

have embedded innovation and a solutions approach to client needs at the core of 

our culture that encourages all employees to participate and be heard. It is a process 

which recognises that from small acorns, big trees grow, and that everyone plays a 

role. 

 

Once potential ideas are agreed upon, a rigorous vetting and validation process 

begins in which ideas are incubated and validated – a “greenhouse” for innovation in 

which new solutions are vetted, tested and nurtured. This environment is achieved 

through leveraging our broad expertise across the various lines of business within 

BNY Mellon to shape and reshape a concept until we are sure it fully addresses client 

needs. Both here and in the next stages of the process, bilateral communication with 

clients is as important as our internal dialogue. For this reason, we have built 

feedback loops into the process in which both staff and clients give their impressions 

of the concept and how it can best be developed. These feedback loops are an 

important part of the development process and are used throughout every stage of 

our development process, from conception to post-launch review.  
 

Next Steps – Real World Considerations 
The second stage of the process requires a focus that is more practical versus 

creative. It begins with a road map designed to save time and increase future 

efficiencies. An integral part of the process, the road map is a comprehensive set of 

instructions that outlines each stage in the operation, determines the launch date, 

and identifies stakeholders and responsibilities along with the associated timelines 

and inter-dependences involved, right up until to the launch date.  

 

Once the road map is in place, the potential impact of varying regulatory, compliance, 

risk and legal requirements is assessed to ensure the product under development 

can be put to optimal use across borders.  As a global provider, being able to extend 

our expertise and drive innovation worldwide is vital to our relevance as a financial 

services provider, necessitating that the full spectrum of local regulatory 

requirements must be understood and considered. This is necessary not just to 

achieve compliance, but also to help break down barriers to cross-border efficiency.  

 

During the third stage – the design, development and detailing of functional 

requirements – the circle of stakeholders is expanded to include colleagues from IT 

and other product experts who could help bring ideas and insights to the 

development process. Throughout this period, ongoing client “diagnostics” are 

imperative to ensure that client needs are well understood rather than just assumed. 

Needs and opportunities often change over time and these feedback loops and 

understandings are essential for a successful launch.  

 

With the development process at a point where detailed features and functionality 

are being put in place, it becomes more important than ever to perform careful 

diagnostics to help ensure that a soon-to-be-ready solution accurately reflects 

market needs and is finely tuned to meet varying client preferences. Such 

 

  



 

 

 understanding of both global and local factors is, again, garnered through our 

conversations with clients and BNY Mellon regional market managers.  

  

Breaking down Silos 
Our in-house expertise comes not just from geographical sectors (BNY Mellon has 

on-the-ground teams in 36 countries and a presence in more than 100 markets), but 

also from a variety of internal business lines , further displaying our understanding of 

the importance of a holistic approach. By removing internal business line “silos” and 

soliciting feedback from core geographical and market segments from across our 

knowledgeable organisation – in addition to teams from Treasury Services sales, 

product implementations and client service – our goal is to innovate in a way that 

complements our existing portfolio of solutions.  

 

Just the Beginning 
Of course, the product lifecycle does not finish with the completion of the design and 

development stage. While greater planning in the initial stages aids efficiency 

throughout the entire development process, true operational excellence becomes a 

reality when the solution is put in process. This means that prior to the roll out, all 

BNY Mellon staff is fully trained to offer the best service possible to clients 

subsequent to the launch. The training not only covers the technicality of how the 

product works, but in the context of what the client is trying to achieve in using our 

solution. While complex technology and advanced electronic platforms are vital in 

today’s globalised industry, such solutions are only as good as the people involved in 

their use. For this reason, we remain committed to investing in internal expertise, 

and to fully preparing our staff for the post-launch phase.    

 

The Post-launch Review 
Following the launch, which occurs on a regional basis in order to cater to local 

market specifications, we continue to closely manage and optimise the process. This 

final stage – again, with structured feedback loops throughout to encourage dialogue 

– culminates in a formal post-launch review. While we may have been working behind 

the scenes for some time on a new product, the review process is important for 

facilitating ongoing communication to understand enhancement requirements that 

will enable continual improvement and adaptation needed to keep the solution on 

par with evolving market needs.  

 

In addition, this post-launch review looks not just at the solution itself and its 

continued relevance to clients, but at the entirety of the product development and 

launch process. As a learning organisation, we recognise the need to review the 

development of each solution in order to continually improve and optimise its 

performance.  

 

We realise that the changing nature of our industry calls for an increasingly 

adaptable portfolio of solutions, from innovative global platforms with technological 

clout to intricately structured solutions that cater to specific, local needs. We believe 

 

 

 

  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

this adaptability can be achieved with the right client-focused development process. 

By increasing efficiency without cutting corners, and establishing multiple feedback 

loops without diluting the original concept, we can continue to improve both our 

solutions and our own organisation – connecting the dots toward a truly client-

focused strategy for success.  

 
*Please see the article in this issue titled “New Payments Platform to Provide Uniform Payments 

Processing Globally” for more information on our new Enterprise Payments Hub service. 
 
 
 

  

 

 



EVOLVING TRANSACTION 

BANKING TRENDS

LEVERAGING OPPORTUNITIES TO MEET THE 
CHALLENGES 

By Colin Robertson, BNY Mellon Treasury Services Sales manager for Europe, Middle 
East & Africa 

As we approach the second half of 2013, it is apparent that 
multiple economic and political pressures across the global 
business landscape are converging to present large multinational 
organisations with extensive and far reaching challenges.  
Examples in Europe include the effort to standardise electronic 
bank payments across the region (the single Euro Payments Area 
or SEPA), BASEL III and the European Market Infrastructure 
Regulation (EMIR) to improve transparency and reduce risk 
associated with the derivatives market. In the U.S., measures 
include ongoing debt and spending cut negotiations, the Dodd-
Frank Wall Street Reform and Consumer Act (the Dodd-Frank Act) 
and the Affordable Care Act. And in Asia, where trading partners 
are tied ever more closely to North American and European 
counterparties, regulatory, political and compliance challenges 
will have global implications. As the marketplace is all too aware, 
the potential impact of these issues is poised to dramatically 
change not only how businesses run globally, but what they must 
do to succeed.  

While the extent of the impact is not yet fully understood – as the regulations 

supporting many of these rulings are still being fully defined and drafted – the 

marketplace is nonetheless bracing itself. The scope promises to affect industries 

across the board, including banks and non-bank financial institutions (NBFIs) such as 

broker-dealers, asset managers, hedge funds, insurance companies, mortgage 

servicers, government entities and global corporations. According to a recent study by  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

BNY Mellon and Exporta Group on “Attitudes to Transaction Banking”1, 68 percent of 

respondents, including banks, NBFIs, multinational corporates, small- to  

medium-sized enterprises and government agencies, believe the planned regulations 

will negatively impact their businesses.     

 

But change also creates opportunity. Understanding key transaction banking trends 

resulting from these challenges provides a broad perspective for the treasury services 

space. Such an expansive view can influence strategic planning around cash 

management, trade and working capital priorities, revealing potential opportunities to 

mitigate risk, save money, streamline processes and create new growth, all while 

ensuring compliance with new market rules. 

 

STEP ONE ― DEFINING THE TRENDS 

As organisations plan their strategies, successful foresight lies beyond mere 

compliance with impending regulatory requirements. Understanding the trends that 

these changes are already causing, and how they are impacting the wider business 

landscape to influence transaction banking in a number of areas, can fortify business 

plans that may be well underway. 

 

Interest rates ― As interest rates are forecasted to remain low through 2015, and as 

efforts increase to inject liquidity back into the market, demand for transaction 

banking services is poised for a potential, albeit measured, increase. And according to 

Ernst and Young, although a low-interest-rate market may continue to depress 

margins, creditworthy organisations will be able to look for ― and take advantage of 

― the best deals, potentially stimulating growth for themselves and their trading 

partners.2 As a result, organisations that may have reduced transaction banking 

offerings (for their clients or themselves) in the recent past may increasingly be in the 

position to boost resource allocation toward a variety of transaction banking services.  

 

Regulation and compliance ― The heavy regulatory environment will force industry 

players to prepare for an as yet undefined compliance structure for doing business 

across the globe. Doing more with less will become necessary as increasing 

enterprise-wide resources must be set aside to prepare for compliance. As a result, 

knowing that more room may exist to provide select services, and choosing the right 

partner and/or outsourced, private-labelled provider to help, may allow organisations 

to save resources while expanding existing solutions. 

 

Risk management ― Given current market volatility, 44 percent of respondents to the 

BNY Mellon/Exporta Group survey indicated that they are looking to mitigate 

transactional risk in their business practices.1 As the year continues to unfold, the key 

for organisations seeking to do so will be to maintain a flexible approach to risk 

management to accommodate evolving rules, while at the same time seizing 

opportunities to grow the business. This will require the delicate balancing act of 

understanding and preparing for changing requirements while staying apprised of 

(and recognising new) industry trends.   

 

 

 

 



 

 

 

 

Global payment issues ― As the marketplace looks to accommodate the changing 

rules and regulations surrounding global payments, more options are emerging ― and 

are heavily in demand ― that allow for the flexible, electronic funds delivery 

necessary to meet varying cross-border requirements. One scenario for maximising 

global payment solutions focuses on standardised payment networks that allow for 

smart, single-platform payment processing and information management. 

 

Global payment networks, such as BNY Mellon’s Enterprise Payment Hub (EPH), are 

designed to enable the fast expansion into international payments markets that 

organisations require (see the full description of this service under the “Enhanced 

Payments Control” section later in this article). Such networks are designed to meet 

the increasingly complicated and costly requirements ― as well as efficiency, 

accuracy and security standards ― of moving money (and payment information) 

across borders while adhering to the stringent financial regulations that vary from 

market to market. 

 

Trade processing ― While cross-border trade processing continues to evolve, trading 

activity between importer and exporter in key corridors such as Europe, Middle East, 

Africa and Asia continues ― with ebbs and flows ― to grow. As effective working 

capital management is at the forefront of effective transaction servicing, 

understanding these flows for global organisations with trading partners around the 

world is critical. The challenges continue to be increased costs for processing, 

ensuring the right terms and mitigating risks.  

 

Innovation ― Organisations that continually invest in research and development 

(R&D) will be in the best position to maintain the flexibility required to quickly develop 

new capabilities that can meet the demands of an evolving, highly regulated 

marketplace. While many organisations have focused on controlling expenses and 

minimising risks during the tumultuous economy of the past several years, lapsed 

R&D efforts may end up costing them more in lack of new revenue and return on 

investment. Concerted efforts toward supporting innovative cultures bent on 

consistently discovering new solutions will be the new recipe for future relevancy and 

success.  

 

Technology ― In tandem with innovation efforts, a business’ ability to identify and 

invest in the right technologies to keep their offerings updated with changing industry 

demands will also define their rate of continued relevancy in the marketplace. Two of 

today’s technology trends are the continued need for improved information access for 

cash managers and increased visibility (and capability) in the mobile space. 

 

Information management ― The need to access important treasury information 

quickly and in real time, and to move/invest funds at any time from any location, 

continues to be of increasing importance for firms wanting to make the most of their 

funds-movement investment potential. And maintaining compliance with new 

regulations is only one reason for this continual push. The inability to accurately 

determine intraday balances and trends can not only hinder cash flow decisions, but 

can delay payment processing and thus increase costs. Organisations’ ability to obtain 

this data via centralised access to consolidated data portals will be key. 



 

 Service quality ― The now universal importance of technology to transaction banking 

perhaps explains why an overriding factor in differentiating between cash 

management providers is quickly growing into something more personal ― the 

“quality of service.” According to the BNY Mellon/Exporta Group survey1, 30 percent of 

respondents said they would focus on service rather than pricing, counterparty risk or 

even “understanding of business” when it came to choosing providers.  

 

Successful client partnerships derive from developing long-term relationships across 

the transaction banking continuum, ensuring that clients receive the services they 

need when they need them. For providers that place client satisfaction at the heart of 

the client/provider partnership, personalised, consistent and reliable service will map 

a key differential ― in an increasingly commoditised sector ― for the future of 

transaction banking. 

 

STEP TWO — LEVERAGING THE OPPORTUNITIES  

Financial leaders can gain insight — and more accurately pinpoint needs — by 

comparing their organisational growth trajectories with these trends. Industry 

solutions, like those offered below by BNY Mellon that account for and address the 

combined influences of these trends, are designed to deliver the specific benefits 

increasingly needed in this changing marketplace. Such benefits include: 

 

Enhanced payments control — With market pressures demanding risk reduction, 

streamlining the electronic delivery of domestic and cross-border transactions to 

maximise timeliness, efficiency and security is paramount. BNY Mellon offers an array 

of Multicurrency Payment services designed to streamline the timely delivery of 

proceeds to payees for banks, NBFIs, government entities and corporates. Clients can 

access a single point of service for all payments including low- and high-value 

payments/inquiries and a consolidated analysis of accounts. Clients can also maintain 

transaction accounts in more than 55 currencies, make payments and receive 

deposits in more than 100 currencies, and benefit from processes that comply with 

evolving in-country regulations. 

 

In addition to facilitating multicurrency accounts in New York, London and Toronto, 

exchange payments (e.g., to debit a GBP account and pay the beneficiary in Euro), 

foreign currency wire transfers (outgoing and incoming) and foreign draft issuance, 

our Global Payments solution is designed to accommodate both USD and non-USD 

payments. Clients can originate recurring cross-border payments using lower cost, 

batch-oriented payment systems for reduced administrative costs and faster and 

more reliable payments to beneficiaries. 

 

Currently in development for clients globally, BNY Mellon’s Enterprise Payment Hub 

(EPH) is being designed to give global clients access to a single global payments 

solution regardless of currency or payment type. The system is being designed to 

support all currencies, payment channels and geographic regions, and aims to set new 

standards for speed and efficiency. (Please see the article in this issue titled, 

“Strategic Investment in New Payments Platform to Provide Uniform Payments 

Processing Globally” for more information on our EPH development.)



 

 

 

Consolidated trade processes ― As trade-related transactions continue to grow in 

importance and frequency for both importers and exporters, BNY Mellon’s Open 

Account services offer a complete and cost-effective solution for Web-based 

management of open account and letter of credit transactions via a single platform. 

Our trade workstation allows banks to offer their clients an end-to-end financial 

supply chain solution through leading-edge technology, customisable features and 

low-cost execution. 

 

Improved information management ― To address market requirements for elevating 

the internal data management process, BNY Mellon TreasuryEdgeSM, our electronic 

banking system, is designed to expand and boost the secure management of treasury 

information through a single portal anywhere across the globe. The system can 

provide real-time access to accounts via advanced features that allow cash managers 

to quickly set cash positions, originate multiple types of transactions (e.g., SWIFT-

formatted wire transfers), and manage comprehensive ACH and balance reporting 

functions. 

 

From a liquidity standpoint, long-term business sustainability depends on enhanced 

working capital management efficiencies and greater visibility and understanding of 

cash positions across the entire business cycle. Such factors enable organisations to 

optimise available resources ― particularly vital in credit-constrained times ― to 

access funds in real time. BNY Mellon’s LiquidityDIRECTSM solution is designed to 

provide organisations with access to a wide range of money market mutual funds and 

non-U.S. liquidity funds to help potentially maximise their liquidity, yield and reporting 

capabilities through a single investment portal.  

 

In addition, BNY Mellon’s online convenience payments platform is designed to offer a 

range of flexible installation and configuration options to fit virtually any payment 

processing environment. Our goal is to help numerous organisations develop and 

implement mobile payment strategies to fit their unique industry needs.  

 

STEP THREE – PREPARING FOR THE FUTURE  

It’s a given that the multiple changes underway are creating a confluence of new rules 

for the transaction banking market. And whether organisations are looking to focus on 

in-country operations, streamline their global presence, or both, those attuned to the 

trends sparked by these changes will be armed appropriately. Understanding market 

impacts from trends surrounding new regulation and compliance rules, risk adversity, 

global trade imperatives, supply chain developments, innovation fundamentals, 

technology capabilities, and client service requisites can lead to new opportunities in 

these areas. 

 

Relevancy and growth have always been rooted in proper foresight and planning. But 

understanding the marketplace has never been so integral to the future success of 

transaction banking. Organisations leveraging the possibilities by staying ahead of the 

trends will be the ones defining success in the evolving marketplace.  

 

 



 

 

 

For more information on how current banking transaction trends may be affecting your 

business, and to discuss our solutions to help, please contact your local BNY Mellon 

Treasury Services Relationship officer. 
 

1“Attitudes to Transaction Banking”; BNY Mellon and Exporta Group, October 2012.  

2“Making the Right Moves – Global Banking Outlook 2012-13”, Ernst & Young; 
http://www.ey.com/Publication/vwLUAssets/Making_the_right_moves_-
_Global_banking_outlook_2012-2013/$FILE/Making-the-right-moves_Global-banking-outlook-2012-
13.pdf 
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PIONEERING REGIONAL DEPOSITARY RECEIPTS 
IN AFRICA  
By Mary Gormley, BNY Mellon managing director and regional manager for Sub-Saharan Africa, 
Depositary Receipts  

Depositary Receipts (DRs), which include both American DRs 
and global DRs, are a simple yet still somewhat misunderstood 
financial instrument. In brief, they are negotiable foreign 
securities that are typically, though not always, US-dollar 
denominated and used to represent a company's locally traded 
equity.  
 
DRs are typically used by companies from emerging markets looking to make their 

stock easily available to foreign investors. Yet this concept is increasingly being 

turned on its head throughout Sub-Saharan Africa. More so than in any other region, 

we are seeing international companies operating in the local markets looking to 

access that country’s investor base through a reverse DR structure. A high profile 

example of a reverse DR is the listing of Canadian mining company First Quantum 

(“FQM”) on the Lusaka Stock Exchange in Zambia – the result of BNY Mellon being 

appointed to create the first DR in this market.  

 

The creation of a Zambian DR was a significant development, highlighting the 

numerous ways in which the regional adaptation of global DR best practices can 

pave the way for enhanced domestic and international investment in frontier 

economies. This is because regional DR programmes provide a flexible mechanism to 

overcome the complexity, FX risk and barriers to efficiency often inherent in 

emerging market investment.  

 

A Regional Focus 

Regional DR programs comprise numerous benefits for both foreign issuers and local 

investors. Issuers can benefit from access to local institutional funds and expand and 



 

 diversify their shareholder base. An additional benefit – and one that underscores 

the broader advantages of DRs – is that they can serve as a profile building and 

employee engagement tool. Indeed, the impetus behind FQM’s reverse DR in Zambia 

was not just to tap indigenous institutional investors, but also to extend the 

opportunity to participate in share schemes to local employees and institutions. This 

simply was not possible unless the company was locally listed, as local employees 

had no access to foreign brokerage accounts, and FQM’s listed share price – around 

C$140 – was prohibitive for Zambian workers.  

 

The circa C$140 listed share price could also have been a problem for the local 

Zambian listing had FQM used ordinary shares. However, by employing the “DR 

ratio” mechanism– a structure that ensures shares are priced in accordance with 

local market standards – each local DR issue was worth just C$1. Thanks to this 

scheme, around 2000 Zambian employees now own a stake in FQM, and the shares 

are some of the most actively traded in the market.  

 

The listing of international companies on local stock exchanges also results in 

significant efficiency gains by making cross-border settlement easier and quicker. 

As a result, the movement of shares between markets – ordinarily a laborious, 

manual process that can take well over two weeks, and thereby adversely impact 

liquidity – can be completed within hours.  

 

Expanding Innovation 

Given the advantages DRs can offer, it is perhaps surprising that any companies 

and/or investors use the traditional share-transfer process. But this may be due to 

two issues. First, the aforementioned misconceptions may cause DRs to sometimes 

be viewed as an unknown entity, despite being a straightforward product. And 

second, in some instances there remains a short-term focus on listing price and the 

success of the initial raising of capital, rather than a longer-term consideration 

around the ongoing secondary market trading and the underlying liquidity processes 

that can support this. Fortunately, these misconceptions are changing – particularly 

throughout Africa – as the local markets, which are quite small and illiquid, look for 

new means to drive market development. In this respect, BNY Mellon is leading the 

charge.  

 

Following the FQM reverse DR programme, BNY Mellon launched the first Namibian 

DR for Vancouver-based gold producer B2Gold. This was to facilitate the trading of 

the company’s shares in the local market, as it can be a significant challenge for 

Namibian investors to invest in non-domestic securities even when the issuer is 

listed locally. And these successes are just the beginning. 

 

A Global Focus on Local Markets 

DRs’ geographical expansion will ultimately be dictated by market demand. At  

BNY Mellon, we hope that this will be fuelled by future success stories that – 

alongside broader efforts to promote an equity culture throughout the region’s local 

markets – will encourage other local exchanges to embrace the DR concept. There 

are promising signs that this is happening. Nigeria – the continent’s second largest 

equity market behind South Africa – has made it clear that it would like to introduce  



 

 

 

DRs and sees them as a key way to ensure Nigerians also benefit from domestic 

company growth.  

 

At present, BNY Mellon is the only depositary to offer regional DRs in Africa, and we 

are working to replicate our achievements in Zambia, Namibia and in other markets 

in Sub-Saharan Africa. Our efforts in this respect are aided not only by our position 

as a global leader in DRs – with a market share of 61 percent and programmes 

spanning 65 countries – but also by our extensive experience of arranging DRs in 

local markets worldwide. 

 

In addition to Sub-Saharan Africa, Brazil, Dubai, Hong Kong, India and Mexico have 

picked up on the DR trend, and our work in these markets can be translated to great 

effect in countries across the globe. As investment capital grows beyond the 

developed markets, regional depositary receipts can transform the investment 

landscape by providing international companies with a tool to improve recognition 

and liquidity, as well as expand their shareholder base, throughout the emerging 

markets. BNY Mellon can help unlock these opportunities, making it possible for all 

to capitalise on emerging and frontier market potential. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 







http://online.wsj.com/article/SB10001424127887323296504578396200677967468.html
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