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Global Transaction Banking

Executive Summary
Managing relationships with transaction banks is a central, but difficult, part 

of a treasury practitioner’s role. Of all external partnerships, a successful set of 

bank relationships can have the most positive impact on the effectiveness of a 

company’s treasury department. Good bank relationships take time to build and 

nurture; this investment in time will pay dividends as the bank is able to identify 

appropriate products to help the company. As with other treasury activities, there 

is no single correct way to develop bank relationships or no ideal number of core 

relationships to have. The challenge is to have an appropriate number of relationships, 

in which both the company and the banks achieve their own objectives through 

strong and collaborative partnerships. This guide has been written to help the 

treasury practitioner navigate the process of initiating, and then managing, a 

good set of bank relationships.

The guide is structured in three parts. The first part reviews the current global 

banking environment. It outlines the pressures facing banks and explains why 

many of them have been reviewing their strategies over recent years. The second 

part has been designed to support the treasurer’s decision-making process when 

appointing new banks and managing existing relationships. It assesses the role 

banks play in supporting a global payments strategy and helps treasurers to 

identify and manage the counterparty risk associated with a set of global bank 

relationships. The final part of the guide assesses some of the factors that are 

already having an impact on the future of global banking. It addresses developments 

such as blockchain and identifies some of the ways these developments may affect 

bank relationships in the future. 



2 ©2017 Association for Financial Professionals, Inc. All Rights Reserved    www.AFPonline.org

AFP EXECUTIVE GUIDE: Global Transaction Banking • Executive summary

Market Environment
Although there is general agreement that we face an 
unprecedented global banking environment, it is less 
clear whether this represents a “new normal” or whether 
we are simply experiencing an extended period of market 
upheaval. The first scenario suggests that the banking 
environment will be in a state of flux for some time to 
come. The second promises that the current period of 
uncertainty will come to an end at some point, although 
precisely when remains difficult to determine. 

In a sense, though, it should not matter too much to 
treasury practitioners which analysis proves to be more 
accurate. The reality is that the wider global banking 
industry remains under pressure to reform and restructure 
their businesses. This will, in turn, continue to have im-
plications for the way individual banks choose to develop 
their propositions for their corporate and other clients. 
For corporate treasury practitioners, this produces a fluid 
banking environment in which it continues to be difficult 
to manage bank relationships, with the consequent uncer-
tainty about both the range of products and geographic 
footprint of each bank.

The challenge for treasury practitioners is to try to make 
some sense of this uncertainty to help to understand both 
the risks and opportunities it provides for their organiza-
tions. With this in mind, it is helpful to consider the banks’ 
perspective, as this will help treasury practitioners start to 
identify how their organizations are viewed by their current 
banks (and also would be viewed by potential new part-
ners). It will also help practitioners evaluate how committed 
each bank is to a particular product or geography and, in 
some circumstances, help to identify where an existing 
banking partner may be considering withdrawal of support 
for a particular product or geography.

 

Making the Most of Global Banking 
Relationships
Of all external partnerships, a good set of global banking 
relationships is probably the most important contribu-
tor to an effective treasury department. Achieving and 
maintaining them is also probably one of the hardest of 
the treasurer’s tasks. Fundamentally, there is an underlying 
tension between having a wide enough banking group to 

provide all the services required and a small enough num-
ber of banks that can be managed efficiently and rewarded 
appropriately. 

Managing bank relationships is time-consuming; an 
effective bank relationship develops through the sharing of 
information and the achievement of efficient solutions to 
a company’s challenges. For an organization with multiple 
bank relationships, much of the relationship management 
cannot be scaled – managing four bank relationships takes 
broadly four times longer than managing one.

Managing multiple bank relationships is also complex. 
Despite moves towards standardization, there remain sig-
nificant differences between the ways banks perform key 
tasks. This complicates the introduction of streamlined 
approaches to managing treasury activities. As an example, 
banks have a tendency to add their own requirements 
for particular fields in standard message formats, making 
it more complex to integrate data feeds from different 
institutions onto the same platform. At the same time, 
each bank needs to be appropriately compensated for the 
services it provides. Over time, this changes as certain ac-
tivities become commoditized, reducing the bank’s ability 
to charge a margin: as an example, payment processing is 
no longer as remunerative for a bank as it once was.  

Given this, a treasury practitioner might consider 
minimizing the number of bank relationships. Certainly, 
one bank may be sufficient for most small organizations 
or for larger ones with a simple group structure. How-
ever, any company with a degree of complexity, especially 
from an international presence, or which grows beyond a 
particular size, will need to consider having more than one 
bank relationship. The treasury practitioner will need to 
consider the extent to which a single bank can offer access 
to the range of services the company needs and across all 
the geographies in which it operates. Banks often work 
with partner organizations to deliver services on their be-
half but once a company operates outside a closely defined 
region (e.g. Western Europe), it can be difficult to find a 
single bank which has partner banks in all the required 
locations. A larger organization can also find that banks 
are unwilling to provide the level of credit 
facilities it requires: banks will have their own counter-
party limits and many companies with sizeable borrowing 
requirements will need to approach more than one bank. 
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Finally, treasurers will also need to manage the counter-
party risk associated with their banking partner: a key 
reason why many companies have multiple banking 
partners is to avoid being over-reliant on one institution 
for operational support. 

Establishing an efficient bank relationship management 
approach is made more difficult by the current banking 
environment. Treasury practitioners should continue to 
expect at least some of their banks to change approach 
significantly over the coming years so long as uncertainty 
remains over the future direction of banking regulation. 

At the same time, while most banks will have considered 
how technology will impact their businesses, again, it is 
by no means certain how technology change will affect 
the way banks offer their services and, indeed, the nature 
of those services themselves.

All these factors make choosing and managing bank 
relationships a highly complex, while vitally important, 
task. There is no single template or formula to determine 
the appropriate number of bank relationships. However, 
it is possible to identify the key factors to help make 
good decisions. 
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