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FX-MM: If you had to name just one, 
what is the major trend you see shaping the
transaction banking landscape today?
DB (BNYM): A continued shift in global business
patterns and trade flows is significantly changing the
shape of transaction banking today. The balance of
economic power is moving from West to East and from
North to South as developing market trade continues to
soar. Despite a slight slowdown in the larger developing
economies such as China and Brazil, these economies
are still producing much stronger growth than the
traditional ‘engine driver’ markets such as Europe and
North America.

As the global economic landscape has evolved and
developed, so have the requirements on transaction
banks. This means that banks are having to make
changes to their business models at a time when
investment dollars are not necessarily readily available
for every institution. As such, banks are looking for
opportunities to collaborate and partner up with
institutions far more openly and readily than they might
have done before.

CB (SG GTB): One word: harmonisation. Trans -
action banking has become a very complex world,
mixing geography, IT infrastructures and financ-

ing matters. Banks have tended to cope with customer
demands by putting in place multiple sophisticated
systems. In the end, neither customers nor banks get
what they need, and instead a tangled web is woven.

The time has come for harmonisation of payment
exchange banking systems. Most clients are requesting
more standardised formats, smooth in- and outflows
and simpler certification, but with a very high level of
security. Banks have to recognise their clients’ need for
more simple and harmonised solutions for their
payments and cash management requirements. 
To achieve this greater simplicity and harmonisation,
they need to streamline their own organisation. 
IT infrastructures should mirror this new trend: the
tangled web should disappear.

The hotel industry developed this concept a long
time ago. When you go to an Accor or Marriott Hotel
you know exactly what to expect no matter where in the
world you find yourself. This is a deciding factor in the
choice of a hotel. The banking industry needs to develop
the same approach: in transaction banking services,
clients are waiting for the same standardised services in
their geographical region. There might be some
discrepancies due to local regulatory rules but there
should never be any disruption to the client.

Where is the transaction banking industry heading? How are clients’ requirements changing and how are
banks adapting? Is regulation too heavy-handed? Will mobile technology ever reach critical mass in the
corporate sphere? Our four expert panellists debate these questions and more as they discuss the future of
transaction services, from harmonisation to collaboration.
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SE (RBS): Looking at trends among corporates, we
are still in a period of sustained low yield and the majority
of companies have a significant stockpile of cash. At the
moment, there is little certainty as to when corporates are
going to be able to earn decent returns on their cash 
again – we are certainly not in a normal five year interest
rate cycle. Corporates remain very conservative, under -
standably so, around where they leave their cash today as
counterparty risk is still a major concern. Whilst euro
break-up is a distant possibility negative interest rates in
the euro-zone still loom. As such, the challenge for
corporates is how to balance yield against counterparty
risk in this long-term low-rate environment.

From the point of view of banks, the major trend is
definitely regulation. As an industry, we are spending so
much of our time ensuring that our systems, products
and services are compliant with a whole raft of
regulation – whether it be European legislation such
SEPA, or Dodd-Frank from the US. There are also
regional initiatives to keep on top of, such as the
Independent Commission on Banking (ICB) reforms in
the UK and G3 in Singapore. 

DB (FImetrix): I would have to say the continuing
contraction of the provider network. Since the Fall of
2008 clients appear to be trimming back on the number
of counterparties that they use for handling their 
cash and trade transaction needs. This is particularly
true among USD and EUR providers. Some of that
contraction is driven by the consolidation that took
place within the provider base; some driven by 
changes in the regulatory landscape. But more often
than not it is being driven by clients looking for
providers that are committed to them, and who are
going to add value to the relationship beyond simply
processing the transaction. 

The trust between provider-client was broken as a
result of the financial crisis, and today clients are looking
to counterparties that they trust will be committed to
them for the long-term. This is true regardless of the
currency that a provider supports.

FX-MM: How are transaction banks 
– and their clients – coping with the
regulatory environment? Is regulation
stifling innovation?
DB (FImetrix): There have been so many large
regulatory initiatives in the last 3-4 years, Dodd-Frank,
MiFID II, and EMIR, just to name a few, that it has been
a real challenge for the banks to keep abreast of all of the
requirements that have been placed upon them, 
let alone implement the procedures and process

required by the regulations. The large transaction banks
are diverting a lot of resources, both financial and
human, to meet these new requirements. It’s not easy,
and takes a tremendous amount of effort, but they’ll
make it happen. 

SE (RBS): In my view, regulation is stifling inno -
vation. Banks only have so many investment dollars
which tend to break down into three categories:
regulatory change; systems maintenance; and value-
add – such as innovation in products and services. 
Of course, if you are spending significant amounts of
your investment budget on being compliant, that has a
knock-on-effect to the amount that can be spent on
differentiating products and services. The challenge
therefore is not only being compliant with regulations,
but to balance keeping the business current while also
getting ready to move forward.

DB (FImetrix): Well, I wouldn’t say that regulation
is stifling innovation, but to the extent that banks are
directing resources to meet the demands of the new
regulatory environment it is certainly diverting
resources away from activities that could be directed
toward product development and delivery. At the same
time, I would say that the changing regulatory landscape
is creating outsourcing/insourcing opportunities for
banks to leverage what they have developed to meet the
needs of the regulators, thus expanding their service
offerings to members of their client base who are not in
a position to undertake that level of investment.

DB (BNYM): Like David, I wouldn’t say that regula -
tion is stifling innovation per se. In fact, markets have
traditionally found ways to adapt to new regulatory
requirements. But undoubtedly this raft of regula-
tory change is a huge challenge for financial institutions
and their clients. Indeed, many end-users are struggling
to understand the scope of new regulations and which
business entities they encompass. And uncertainty
around regulation results in one thing: cost. Institutions
try to protect themselves against any uncertainty by
adding in a margin for the worst case scenario. 

Nevertheless, regulation isn’t going to go away
anytime soon. As such, it is incumbent upon financial
institutions not only to be compliant themselves, but to
help ensure that their clients understand where
regulation might have an impact on their business – and
to help clients to manage that impact.

CB (SG GTB): Absolutely. The world has been
shaped by innovation to overcome constraints. 
The banking industry is subject to stringent rules, and
regulators are putting banks under strong pressure to
protect the customers and to avoid harmful behaviour. 

The trust between
provider-client was
broken as a result of 
the financial crisis, and
today clients are looking
to counterparties that
they trust will be
committed to them 
for the long-term. 
This is true regardless 
of the currency that a
provider supports
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Banks will have to live with this regulatory
environment for a very long time. It is not going to ease
whilst banks continue to be perceived as a threat to the
global economic environment.

In this difficult period, any new regulation is also an
opportunity for banks to prove their ability to absorb 
the constraint with minimum negative impact on 
their clients. For example, the reinforcement of due
diligence or anti-money laundering regulation have
forced banks to review their operational screening, and
at the same time has been a great opportunity to renew
engagement with their customers and propose new
security packages; SEPA is also a good example of 
where banks were able to transform a major change into
a fantastic opportunity for new business and the
reconstruction of a large part of their IT infrastructures.
The end result is greater efficiency.

FX-MM: How ‘global’ is the transaction
banking industry today and do clients really
require global services anymore? Are they
looking more for regional expertise?
CB (SG GTB): By its very nature, the transaction
banking industry is a global one; large-scale IT
investments need to be spread over a large number of
clients and regions. Due to today’s regulatory
environment and required investments, no bank can
claim to be fully global. No bank can cover the full
spectrum of client needs everywhere.

Therefore, over the last couple of years, there has
been a clear trend amongst banks towards greater
product/solutions and/or geographical specialisation.
The more visible move has been the geographical
specialisation. Many banks have concentrated their
transaction banking business on specific regions where
they develop very quality high cash management
services at low cost. They become so strong in these
areas that clients cannot ignore them anymore, thereby
driving clients to allocate their business by geography
rather than to a specific bank.

This new business development model of trans -
action banking suits all involved: banks because they can
concentrate their investments in areas where they 
have a competitive advantage and clients because 
they can access quality services at very low cost. We now
clearly see the development of four zones: Asia, Africa
and the Middle East, Europe (including Russia) and 
the Americas.

SE (RBS): To me, the transaction banking industry,
in terms of what clients want, is still global. Look at the
biggest multinationals in the developed markets – they

are doing more and more business in emerging markets,
which means that they need the support of their banks
to follow them into these countries. New trade corridors
are also opening up, such as Asia to LatAm, and at the
same time large Asian corporates are looking to do more
business overseas, which requires global reach.

However, with the increased focus on counterparty
risk in the last five years corporates are now looking to
spread their risk across multiple banks – leading to
regional banks being appointed for cash management
services. Additionally, by regionalising, clients can also
spread their ancillary business across their key
relationship banks something that is becoming an
increasingly important consideration for clients.

DB (FImetrix): I believe clients continue to look 
for global support from their bank partners. Trade is
global, so by extension, clients are looking for providers
to assist them wherever their buyer or supplier resides.
However, that does not necessarily mean that a provider
has to have bricks and mortar in every location in 
order to deliver that level of support. This is where
relationships come into play. While it certainly helps to
have a branch, subsidiary, or rep office in select markets,
the key is to deliver local expertise to your customer
when needed. 

This can oftentimes be handled in partnership with
indigenous banks that have a business relationship with
the counterparty. With all that in mind, many banks are
starting to develop a regional focus, say The Americas,
EMEA, or APAC, and then look for partners that can
support them in other regions.

DB (BNYM): Corporations definitely want to 
be global. Take the UK marketplace. Your average 
UK SME is looking further and further afield for
business these days because their traditional markets are
not producing the growth or opportunities that they
require. Naturally they want their bank(s) to support
them in those new markets.

Taking a broader view, however, banks recognise
that being all things to all people is no longer a sound
business model. So it’s widely accepted that partner
banks may help a corporate’s relationship bank to deliver
that global service. In turn, this global service presents
greater certainty around areas such as pricing, reporting,
timing and delivery of funds – all of which are critical in
an environment where liquidity constraints and access
to capital are uppermost in corporates’ minds.

Of course, as Steve said, counterparty risk is also a
key concern for corporates and we are understandably
seeing business being spread between banks on a
regional basis as a result of this.

With the increased focus
on counterparty risk in

the last five years
corporates are now

looking to spread their
risk across multiple

banks – leading to
regional banks being

appointed for cash
management services.

Additionally, by
regionalising, clients can

also spread their
ancillary business across

their key relationship
banks something that 

is becoming an
increasingly important

consideration for clients

5
Reproduced from FX-MM September 2013 

Subscribe online at fx-mm.com

Special Report



FX-MM: Is relationship the be all and 
end all in transaction banking?
DB (FImetrix): I would say ‘yes’, with the following
caveat; customers, be it a Financial Institution or a
corporation, are looking for providers who are comm -
itted to them. By commitment I am not referring to a
credit commitment, but rather trusted partners that
bring solutions to the relationship. At the core of it, these
are providers that place the client’s needs above their own
or their organisation’s, and focus completely upon
delivering resolutions to the client’s challenges.  
For example, it could be that they enrich transaction 
data with knowledge; they advise on how to make
working capital more efficient; how to sweat assets; 
how to get better returns on investments; or how to
hedge and invest effectively. On the face of it this 
might seem self-evident as being part of the relation-
ship; however, not everyone delivers on this promise.
There is a real difference between solution providers and
product pushers.

DB (BNYM): Relationship remains as important 
as ever. If you ask clients what is most important when
choosing a business partner, the answer is typically a
partner who understands the business model of the
client. A sound relationship also assists in providing
successful service delivery – in many ways they are two
sides of the same coin.

Importantly, this focus on relationship isn’t a new
phenomenon. For hundreds of years, banks such as
BNY Mellon have been in the business of making 
global connections and ‘joining the dots’ between
financial institutions across the world. It is these
connections that underpin the global service model that
I mentioned earlier.

Elsewhere, within our own company, internal
relationships are of vital importance. The more we can
look at market requirements across business lines, rather
than in siloes, the greater the opportunity to deliver a
robust, meaningful service to clients.

CB (SG GTB): Transaction Banking is a service
industry. It forms part of the relationship between the
bank and its customer. After a decade of clients pushing
the industry towards state-of-the-art cash management
solutions, and demanding very complex products at
extremely low cost, customers are now coming back
around to the reality that because transaction banking is
deeply rooted in the banking relationship, it needs to
provide great value for all involved.

As a treasurer, you may have access to very
sophisticated financing, you may participate in huge
M&A transactions, but if you are not able to properly

and efficiently cash in your receivables, your business
will not survive. The financial crisis has sent a clear
message to treasurers: liquidity is the top priority.
Transaction banking services work to create liquidity
and to secure it. Treasurers have learned this lesson and
are now allocating their business not only to CIB banks
but also to their transaction banking partners who
provide them with working capital liquidity credit lines. 

Therefore, transaction banks are capturing a good
deal of the value added business of their clients. It is a
clear change in the banking industry and a strong
opportunity for universal banks. This shift is clearly
going to last and will shape the future relationship
between banks and corporates.

SE (RBS): Corporates are looking for a relation-
ship that is a true partnership. Therefore, it’s key that 
the relationship works at all the different levels of the
corporate organisation – right the way from the top of
the company through to the operational staff. After all, 
a bank’s service model is very important when it comes
to RFPs, along with credit participation, price, network
reach and innovation.

Elsewhere, we’re seeing a much more collaborative
approach between banks and customers to analysing
industry trends. At RBS, for example, we recently held a
‘whiteboard’ session with a selection of our clients that
operate in the mobile space, to discuss the future of
mobile payments in the retail and corporate spheres.

FX-MM: Where does platform technology 
sit in the overall client experience and what
kind of sophistication are clients looking for?
DB (BNYM): In light of the challenges that we have
discussed, clients are looking for technology develop -
ments that ease their business practice and deliver
greater efficiency, transparency and control in an
increasingly complex, global marketplace. BNY Mellon,
for example, is developing an Enterprise Payments Hub,
which is a multi-currency, multi-country payments
platform which will set new standards for speed and
efficiency. We are developing that in conjunction with
Clear2Pay because working with specialists, just as our
clients work with BNY Mellon as a specialist, brings a far
greater degree of robustness to the end offering.

One notable technology trend is the growing
requirement for information around intra-day positions
– across all time zones. This requires risk management
systems that are working across geographies more or
less 24/7 and in real-time. The benefits of such a set-up
are clear to see, and allow corporates and banks alike to
have a much closer handle on their business activities.
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state-of-the-art 
cash management
solutions, and
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SE (RBS): Looking back in time, banks would
simply develop their proprietary technology and
interface them with the client’s ERP system. But today,
clients have multiple interfaces into their ERP from
many different banks and are therefore looking for bank
agnostic, plug and play solutions. They are also
beginning to look towards cloud-based solutions.
Naturally, we are keen to incorporate those needs into
our offering and technology is really at the heart of
everything that we do in the transaction banking space. 

CB (SG GTB): We have seen an expanding list of
technology platforms in the transaction banking
industry. Some still exist, but many have disappeared,
hindered by their complexity or inadequacy to meet
their clients’ needs.

Clients are looking for simple and easy access to
their bank. However, easy access does not mean
uniqueness. Clients are multiform: access should mirror
their organisation. Contact should be either fixed or
mobile, local or on a worldwide basis, by product or
range of products, and so on.

As a partner, banks have to incorporate this
complexity into their own IT infrastructure design 
and translate it into simple modes of contact. This will
require banks to work closely with each of their clients to
develop specific solutions: technology platforms have to
be as transparent as possible. The real value for our
clients is the way banks are building unique low cost
solutions through the use of multi-tech platforms. 
It is a real challenge for transaction banks: they have 
to develop large and low cost technology platforms 
and at the same time accommodate specific and/or
multiple usages.

DB (FImetrix): It’s interesting that clients say they
desire wide ranging functionality in web-enabled
systems, but our research consistently indicates that
such systems are principally used for account
management purposes, such as getting Nostro account
information or end of day statements. Perhaps the real
value is deploying technology that will tackle the “Big
Data” challenge of analysing the vast amount of
transaction data that will deliver providers and cust -
omers alike with meaningful business intelligence.

FX-MM: As a transaction bank, how
important is it to have reliable external
benchmarks and measures of quality? 
What can we learn from such
studies/benchmarks/awards?
CB (SG GTB): The transaction banking universe is
made of multiple providers. It is a service industry 

and as such you have to benchmark your service, not
only to know whether you are better than your
competitors but, above all, to reflect and size up the
trends in your market.

More than ranking, what is important for
transaction banks is to hear what your clients have to tell
you; how they use your services and how far from their
expectations your services are. Applying a benchmark to
forge a strategy could have very deep and wide-reaching
consequences in the execution of that strategy.
Therefore benchmarks need to be extremely reliable.
Debriefing with the external benchmarking firm is
compulsory to guarantee that messages are understood
and to be able to qualify the survey. 

Awards are also representative of your strategy. 
They are evidence of the alignment of your strategy with
your clients’ expectations. Therefore it is important that
awards are the result of large, reliable and independent
panels of clients.

SE (RBS): Absolutely. If the provider undertaking
the survey or assessment has sufficient access to a broad
range of counterparties to make the data relevant, these
kinds of benchmarks are extremely helpful. It’s a
question of getting the depth of data, and the analysis
that can be provided around that, to give us an
independent and client led view on our products, our
service model, our innovation and our sales force. 
Not only is the reliability of the data important, but also
the timeliness – it has to be relevant to really provide an
up-to-date measure of quality.

DB (FImetrix): Not surprisingly, as a provider of
such information, I would say receiving regular external
market feedback is essential to establishing sound
strategy. While market measures from internal sources
are important, having a neutral third-party speak
directly to the customer provides an opportunity for
unfiltered opinions on not only your own performance,
but also that of your competitors. I would like to draw a
distinction between studies that provide bench-
marks and awards. Awards are useful for marketing
purposes, but less useful for strategy development.
Whereas research that provides regular on going metrics
help to define the competitive environment, identify
strengths and weaknesses in products and services, and
identify trends in the market that may affect business in
the future. Although the results of benchmarking
studies can be used in external marketing campaigns,
the real utility is in the “Call to Action” that the 
results identify.

DB (BNYM): It’s about sourcing useful, detailed,
credible analysis on the marketplace in which we work
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and above all, client satisfaction. Without that external
input, it would be much harder to assure the ongoing
quality of the services that we provide. Awards endorsed
by the industry are also something that we are proud of
and genuinely find valuable – not least because they
represent an opportunity for dialogue.

FX-MM: How is mobile technology changing
transaction banking (if at all)? 
DB (FImetrix): There is no disputing the role that
mobile technology is having in the retail and SME 
space. It has brought new services and conveniences 
to existing customers, while bringing banking 
services to the previously unbanked. It has also 
brought increased competition from various sources
outside of the banking community. The mobile 
wallet is conservatively estimated to be in excess of
US$500 billion by 2015. Given the size of the projected
market, software companies, payment processors,
telcos, and others, are competing with banks for a piece
of the transaction pie. This in turn has created a lot of
fragmentation in terms of features and capabilities. 
It has also raised the level of expectations that customers
have with regards to how they want to interact with their
money and their providers. 

CB (SG GTB): Today, individuals are requesting
flexibility. They need an open environment in their
private as well as professional lives. What group
treasurers are experiencing in their everyday lives, they
want to see mirrored in the way they manage their
treasury department. Mobility is obviously the main and
most visible feature of this trend, but probably not the
easiest one to achieve.

Transaction banking systems have been built 
on very static IT platforms over decades. Change is 
not easy, especially because the security of the trans -
action banking system has not been designed for
mobility. Pushed by their clients, banks have been 
forced to quickly redesign their platforms, adding
pressure on IT teams, which already have to cope with a
tremendous increase in regulation. Some regions have
jumped ahead. For example, in Africa where the brick
and mortar IT system had not been developed, banks
jumped directly to full mobility. 

Mobility cannot be ignored. It is a key element of
transaction banking business development. However,
equally important is the security of mobile transaction
banking operations. Banks which are going to succeed
in this setting are those which can offer their clients
mobility and security.

SE (RBS): The true value of mobile solutions in the

corporate space is yet to be seen. While people may be
happy to send payments from their mobile device 
as a consumer, given the size of transactions in 
the corporate space, security remains a concern for
many. That said, we are seeing some uptick in 
mobile usage for trade transactions, such as the auth -
orisa tion of trade documents. There is also a marked
trend towards information being delivered to mobile
devices – in particular for treasury teams – which
enables on-the-go decision making. But, in terms of
pure payments, I believe there is still some evolution that
needs to take place.

DB (BNYM): As an institutional bank, mobile
technology is not necessarily as dominant a topic for
BNY Mellon as for the retail and commercial banks.
Nevertheless, it is undeniably changing consumer
behaviour, not least in emerging markets – it is a tool
through which data and electronic money transfer have
been made accessible to all.

And it’s certainly an interesting space to watch. In
my view, the big development in the transaction
banking space is likely to be when applications allow
clients to manage their business activity on a globally
interconnected scale.

FX-MM: In your view, what has been the 
most significant transaction banking
development in the last five years and why?
SE (RBS): I surprise myself by saying that SEPA is a huge
leap forward. This is probably because it seems to have
been with us indefinitely, having been launched in 2008,
but the lack of progress in the take-up of both SCTs and
SDDs means that only when the February 2014 end-date
comes, will the benefits start to be seen. Too many
people are still looking at SEPA as a regulatory
compliance project, when really it’s a huge opportunity.
It makes the Eurozone one market – meaning that
corporates can become more efficient by no longer
needing multiple in-country euro accounts, whilst
payments within that area will be quicker and far
cheaper than ever before. 

Also from a bank point of view, it opens the market
up to competition by removing the domestic barriers to
entry. In turn, corporates will be able to review their
bank relationships and arrange a euro set-up that truly
works for them.

CB (SG GTB): For European transaction banks, the
most significant and potentially devastating change of
the last five years lies in the new PSD. A regulatory
initiative from the European Commission (Directorate
General Internal Market), the PSD regulates payment
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services and payment service providers throughout the
EU and EEA. Its purpose is to increase pan-European
competition and participation in the payments industry
(also from non-banks), as well as to provide a level
playing field by harmonising consumer protection and
the rights/obligations for payment providers and users.

Transaction banking is no longer unique to banks.
New providers are entering the field. Since PSD
publication, several new boutiques have been created
aiming at participating in the payment services. 
By targeting certain parts of the business, they are
pushing out banks. However, very often these niches are
the most profitable ones, leaving the bulk of the IT
infrastructure investment for the banks.

It is a real threat for the banking community 
because they are persuading corporate treasurers to use
their low cost payment services and at the same time
putting strong pressure on the banking community to
keep cutting their own prices. The new PSD may
reshape the global European payment services industry.
We are on the eve of a deep revolution. Banks do not
have the luxury of time in reacting through real value
services based on long term relationship and
transactions security.

DB (FImetrix): I would say the increased level of

attention that the industry is receiving as a result of the
financial crisis. Now to be clear, not all of that attention
is wanted, particularly in the form of regulatory
initiatives and controls. However, the financial crisis
brought to light the importance of the transaction
services industry, and the value it brings to the 
bottom line of the bank. Pre-2008 wholesale banking
activities took a back seat in many banks to other 
parts of the organization. The financial crisis brought 
to light the on-going annuity-like income generated 
by trade and treasury services. That, in turn, has led
within many banks to a renewed focus and investment
in these activities. 

DB (BNYM): For me, it is the sheer pace and
breadth of change that the industry has undergone. 
It’s an inevitable reaction to a crisis period – there were
many cracks in the financial industry that had simply
been papered over. These cracks are now being fixed and
we are starting to emerge from the crisis, thanks to an
enormous amount of change. And I truly believe we are
in a better place as a result of this change.

Transaction banking is no
longer unique to banks.
New providers are
entering the field. Since
PSD publication, several
new boutiques have been
created aiming at
participating in the
payment services. 
By targeting certain parts
of the business, they are
pushing out banks.
However, very often these
niches are the most
profitable ones, leaving
the bulk of the IT
infrastructure investment
for the banks

Special Report
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www.fx-mm.com
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Watching intraday liquidity will lead to 
better banks
Banks and businesses are being forced to transform how they report liquidity – regulators want 

them to understand their balances on an intraday basis instead of  using end-of-day forecasts. 

Find out what we think. Read the full article at rbs.com/insight

Ludy Limburg, Senior Product Manager at RBS, says that whilst it means 

fundamental change, it will enable banks to increase controls, decrease  

operational risk, reduce buffer requirements and offer better services.
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