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Presenter
Presentation Notes
Could Foreign Exchange Make Your Bank Money?
 
If the words ‘foreign exchange’ cause you to turn and run, stop!
Learn how to help your clients and bring more money to your bank’s bottom line by attending this session.
We’ll talk about how offering clients the comfort and ability to do business in another currency can benefit them.
Doing business in U.S. Dollars alone is letting somebody else control their business and yours.
Wires, checks, ACH, and accounts are all services that can create foreign exchange revenue – revenue over and above a transaction fee!



Foreign Exchange? Z

*FX is the basis of international trade and investments

*Biggest market in the world - daily turnover rate of $5 Trillion

*By 2020 global payments produce
$2.2 Trillion in annual revenue

(Source: McKinsey Global Payments Report 2016)
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Show of hands – who has a customer that buys a product from outside the U.S. – sells a service or product to 	Canada?
Examples of customer activity
Goods:  Cotton to China, Shirts from Bangladesh, Orthopedic implants to Korea, Towels from India
Services: trucking goods from Canada to the U.S. and Mexico, legal services for Canadian companies
Investment:  Foreign firm with a plant or distribution facility in Tennessee; U.S. firm opens a sales office in Europe

Revenue in Global Payments – U.S. companies and banks make about 24% of global revenues related to payments
This includes fees and foreign exchange



Payments Revenue

¥\

North America in 2015

S425 Billion

Cross Border

Commercial $55.75 Billion
Consumer $12.25 Billion

(Source

: McKinsey Global Payments Report 2016)
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The North American Payments Industry made $425 Billion in Revenue in 2015.

By 2020, that Revenue total is predicted to be over $515 Billion





Why Foreign Exchange?

¥\

Customers
-Needs
-Competition

Revenue
-Fees
-Spread — buy low — sell high
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Customers – the “why” of anything we do successfully as financial institutions is the customer
Our customers have a need -  
What are they doing  - import, export, foreign owned plant in our area, manage a construction project overseas
Who is our Competition – and why do we need to play against them?
That big bank – this competitor can take your whole client relationship – loans, deposits – if you give them a foot in the door with a need you cannot meet.
The online non-bank provider  - who has a great digital offering – but is only available online – how does the customer know them?  Will they ever be face-to-face with the customer to talk about structure or pros and cons?  Those of us with boots on the ground can add value for customers! 



Benefits to Customer? AM‘

Exporters

*Export to increase sales
*Beat the Competition

*Take the exchange rate risk
off their clients

Manage their own exchange
rate risk

Importers

Import a key part or product

*Pricing in Dollars
-Vendor inflates the price
-The great unknown

*Pricing in Vendor currency
-Pay Vendor his local price
-Control exchange rate risk



Presenter
Presentation Notes
Control what you can control is something we recommend to customers – whether exporting or importing

Exporters sell outside the U.S. to increase their sales – there’s a demand for their product.
What if there’s a competitor who is in the same country as their buyer?
What if that competitor is willing to sell in the buyer’s currency?
Being able to hold the price steady for the buyer could make the seller’s product more attractive and help the exporter beat the competition.

Importers
May buy a key part or product outside the U.S. that is not made here
Buying a product priced in U.S. dollars is in our comfort zone.
What does the Vendor do?  Is he at risk when selling in Dollars?
How much does he inflate the price of his product?
Pay the vendor in his currency and control unknown costs.



What Products?

¥\

Checks

Wires

International ACH

Foreign Currency Accounts

Hedging
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We need to be able to handle - 
Checks – we still see lots of checks from Canadian firms in favor of U.S. firms in U.S. Dollars and Canadian Dollars

Wires -  this is still the most common form of International payment – it’s faster than checks and it represents final payment

International ACH – IAT represents only about .4% of NACHA’s ACH activity that’s 21 Million out of over 5 Billion in transactions in Q3 2016 – it can be a good channel for low value payments and cost less than wires

Customers who have foreign denominated receivables and payables can benefit from a foreign currency account.
The account minimizes the expense of converting from foreign into U.S. or from U.S. into foreign.  Transaction fees for foreign currency accounts can be higher than domestic transactions because, a foreign correspondent, as well as a U.S. bank, are involved in executing transactions.  Also, a bank is not getting foreign exchange revenue until currency is exchanged.

Hedging is a product to offer – especially if you are recommending a client control what they can control.



Hedging?
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Conservative approach

When you know you have the exposure, hedge!

Hedging can keep in income or expense more level and
predictable

An extension of credit to your customer




How does my bank do this?

¥\

Partners

An Upstream Correspondent
-Transaction processor
-Trusted advisor

Non-Bank providers
-Vendor management

The Fed
-Transaction processor




Recipe for Revenue

z

+ Serving the Customer — Educating the Customer and Protecting

Relationships

+ Handful of products

+ Partners




Questions?

¥\

Thank Youl!

Stephanie Russell
First Tennessee Bank
shrussell@ftb.com
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