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Global Events Impacting Liquidity 

Management

Corporations and institutions face a rapidly changing landscape for liquidity management as a result of the 

pandemic, central bank policies and regulations and other market considerations.

Other Treasury 

Considerations
Macro Economic Drivers

• Investment Policy

– Considerations for Safety, Liquidity, 

Yield

– Investment policy methodology

• Strategies

– Understanding Working Capital and 

Reserve Cash

– Pooling and Forecasting Cash Flows

• Opportunities

– Consideration for Yield and 

Diversification 

– Liquidity for Internal Capital Projects

– Optimizing Trade Finance Programs

Navigating the Market 

Environment 

Tax / Regulations

Cross Border Intercompany 

lending

US / Global Tax Reform

SEC 2a-7 Money Funds

EU Money Fund regulation

40 Year High Inflation Data

Monetary Policy 

Ukraine Conflict / 

Energy Disruption

Political Change / Fiscal Policy

Regulatory Reform

Currency Volatility / 

Repatriation
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Normalization post Covid

Investment Considerations

Data and Reporting

Systems / Integration / 

Automations

Cyber Security – Fraud 

Mitigation

Partner services and programs

ESG goals and opportunities



What will be the Fed Target rate by December 2023

1.3.50%

2.4.00%

3.4.50%

4.5.00%

Audience Polling Question 1





How often do you update your investment policy?

1.Every 6 months

2.Annually

3.As needed

4.We have not updated invest policy

Audience Polling Question 2
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What asset classes other than bank deposits do 

you most frequently utilize

1.Money Market Funds

2.Treasury Bills / Notes

3.Commercial Paper / Corporate debt

4.Other

Audience Polling Question 3
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When investing which is more important?

1.Yield

2.Safety

3.Liquidity

4.Relationship with provider

Audience Polling Question 4
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What internal factors impact the design of your liquidity 

structure?

1.Policies 

2.Accounting and other processes

3.Technology and systems

4.ESG Goals and Metrics

5.Corp action and design of the liquidity structure / 

setup

Audience Polling Question 5
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Will the Fed Tame inflation and avoid a recession

1.Yes

2.No

Audience Polling Question 6





High inflation and low unemployment have driven recent US rate increases.

Fed Target Rate Base-Case Timeline – Upper Limit (3)

With GDP (1) growth stabilizing, September 2022 headline inflation (2) at 8.2% and low unemployment (2)

The Fed began raising rates in March and initiated QT in June, ramping up to $95Bn/mo pace in September.

The next FOMC market expectation is a 75bp hike on November 2nd, increasing the Fed Funds Target to 375-400bps.

U.S. Economic and Rate Forecast

(1) U.S. Federal Open Market Committee, Federal Reserve Bank of St. Louis/FRED and Citi Research Quarterly Forecast as of 9/21

(2) U.S. Bureau of Labor Statistics/FRED and Citi Research Quarterly Forecast as of 10/13

(3) Board of Governors of the Federal Reserve System (US)/FRED, Citi Research as of 9/21, CME FedWatch as of 10/13 (Fed Target thresholds displayed in bps) – graph assumes highest probability pathway

(4) CME FedWatch probabilities as of 10/13

Fed Target Rate Probabilities (3)
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Amg - at a Glance

AMG IS A 

GLOBAL SUPPLIER 

OF CRITICAL 

MINERALS TO:
TRANSPORTATIONENERGY INFRASTRUCTURE SPECIALTY METALS

AND CHEMICALS

Market leading producer of highly 

engineered specialty metals and 

vacuum furnace systems

~3,300
Employees

Corp Offices
USA (PA) and 

Amsterdam

~$1.2 billion
Annual Revenues

At the forefront of 

CO2

Reduction 

16AMG ADVANCED METALLURGICAL GROUP N.V. |  AMG-NV.COM

WHAT AMG DOES

• Expert global value chain manager in sourcing critical 

materials from complex locations, providing value-add 

processing, and serving Fortune 100 customers

• Produces market-leading vacuum furnaces for specialized 

alloying applications and provides heat treatment services

AMG PORTFOLIO

• Consists of nine niche value-added businesses with low 

competition, high market share, and barriers to entry

• Most with 100+ years of operating history

• Mission-critical status for end-use served

• Aligned to global mega trends for CO2 reduction
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Where Have Corporations Been Investing in the U.S.?
Average Investment Maturity(1) Trend in Money Market Fund Assets, by Type of Fund(2)

Current Allocation of Organizations’ Short-Term Investments (%)(3)Emphasis on Liquidity + Capital Preservation over Yield

• 47% of corporations reported an increase in cash holdings in the U.S. 

as a response to the ongoing pandemic. Furthermore, 34% of large 

corporations plan to increase their cash balances while 43% would 

maintain

• 60% of corporations indicated plans for LIBOR transition

• Organizations allocate an average of 79% of their short-term 

operational cash balances in two safe and liquid vehicles: bank 

deposits and money market funds

• More corporations are considering ESG investments with 20% already 

considering and 18% unsure (both up from 18% and 14% last year)

• Safety of Principal continues to be the key objective for 65% of 

corporations’ cash liquidity needs

• Diversification continues to be a critical requirement, across 

counterparties as well as across asset classes

Source: The 2021 AFP Liquidity Survey, Association for Financial  Professionals 

(1) All responses

(2) https://www.financialresearch.gov/money-market-funds/us-mmfs-investments-by-fund-category/
(3) For corporations with revenues larger than $1Bn. Other Includes Agencies, Repos, CP, Separately Managed Accounts, Enhanced Cash and Auction Rates
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Update mid-October

https://www.financialresearch.gov/money-market-funds/us-mmfs-investments-by-fund-category/


Purpose & Objectives
- Principal protection, Liquidity, Yield

- Other considerations (e.g. accounting 
treatment)

Instrument Selection
- Authorized financial instruments

- Portfolio diversification requirements

- Instrument liquidity & return (e.g., max 
maturity, marketability, LCR)

Counterparty Selection
- Counterparty acceptability and limit-setting 
criteria

- Counterparty diversification requirements 

Sovereign risk

Governance
- Execution controls, Reporting

- Exception handling (escalations or 
overriding)

- Policy & practice review; proposal and 
approval of changes

Exceptions to policy  most often driven by considerations of relationship and accessibility to viable options

Investment Policy: Framework
Corporates should define a methodology for evaluating investment performance continuously and 

whether it is meeting objectives. 
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DRAFTLiquidity Management Landscape | Investment Policy

Are Your Investment Policy and Business Needs in Sync?
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• An investment policy represents a strategic 

guide for investment decision-making

• Helping to align investment activities with 

treasury goals

• Define roles and responsibilities

• Establish accountability and control

• Governance and reviews:

Establishing how the investment policy will be 

approved, managed and changed, and who is 

responsible for these activities, is crucial.

Investment objectives: 

Setting out cash management objectives, 

plus a high-level framework for meeting 

those objectives

Goals and constraints. 

Policy provides investment guidance within 

the context of safety, liquidity and returns. 

- Any constraints, such tax, legal or 

regulatory factors

- Environmental, social and governance 

(ESG)-focused.

What is an Investment 
Policy

Permitted 
Investments

Checklist

• Clear understanding of corporate cash 

flows and liquidity needs over various time 

horizons, from short-term operating cash 

to longer term strategic cash. 

• Cash segmentation is key to maximizing 

yield, while ensuring ample liquidity and 

safety of principal. 

• It is not necessary to include a specific or 

restrictive list of permitted investments. 

Doing so could actually be counter-

productive.  

• Facilitate diversification, address 

counterparty risks, and provide the 

flexibility needed to act on different 

scenarios.  

• Limits can be set by security type or 

issuers

1) Identify corporate goals and objectives

2) Identify suitable investment products 

3) Identify appropriate allocations by 

dollar, percentage, diversification, and 

maximum maturity

4) Identify cash segmentation 

a. Working Capital Cash

b. Reserve Cash

c. Strategic Cash

5) Identify minimum credit quality 

standards

6) Identify prohibited investments

7) Identify benchmark measurements

8) Identify minimum time period for 

Investment Policy review and Board 

approval

9) Develop plan for operating in an 

episodic cash situation

10) Choose systems and portals which 

optimize cash investments suitable 

and adaptable to investment policies 

and flexible and adaptable to corporate 

and market conditions

Technology

• Integrate policies in a TMS, Bank Portal, 

and Money Market investment portals

The information contained herein does not constitute and shall not be construed to constitute legal, investment, tax and/or accounting advice by Citi. 



Security 

type

Minimum 

credit 

rating

Maximum 

maturity

Maximum

portfolio

exposure

Maximum

issuer 

exposure

Time Deposits, 

Certificates of Deposit
A-1/P-1

1 month

3 months

6 months

13 months

No limit

50% 

25%

15%

25%

15%

10%

5%

Money Market Funds

(Stable NAV)
AAA Max WAM 90 days 50%

Concentration limit based on total 

assets of the money market fund 

(typically 5%)

Government Bills / 

Bonds
AA/aa

3 months

6 months

1 year

3 years

5 years

No limit 25%

Municipal Bonds AA

3 months

6 months

1 year

20%

15%

10%

5%

Commercial Paper A-1/P-1

1 month

3 months

6 months

12 months

25%

20% 

15%

10%

5%

3%

Corporate Bonds AA 2 years 15% 3%

Mortgage / Asset 

Backed Securities
AAA 2 years 10% 3%

Investment Policy: Instruments 

and Limits (Illustrative)

Investment Policy: Instruments 

and Limits (Illustrative)

21

The information contained herein does not constitute and shall not be construed to constitute legal, investment, tax and/or accounting advice by Citi. 



Companies may choose to periodically review their cash pooling structure to optimize cash and ensure 

their pooling set-up is aligned with the company’s evolving treasury objectives.

Capital Controls

Permissibility to Commingle

Tax/Other

Policies

Accounting and other processes

Technology and systems

ESG Goals and Metrics

Corp action and design of the 

liquidity structure/setup

Best-fit structure 

type?

No pooling

Local options

Cross-border 

(limited)

Cross-border 

(liberal)

Local concentration

Single-entity 

concentration

Cross-border 

concentration (FCY)

Notional Pooling

Cross-currency sweep

Cross-border TBA (LCY)

Restrictive

Liberal

Recommended Liquidity Management Best Practices

What are the latest regulations 

and rulings to consider?

Specific enabling 

solutions?

What internal factors impact the 

design of your liquidity structure?
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In the MMF industry, ESG MMFs are an investment approach that seeks to integrate ESG factors into 

investment analysis when choosing securities for the Fund’s underlying portfolio of assets.  

Money Market Funds (MMF)

What are the 

Evaluation 

Criteria?

How is the Fund Created?

• Fund Providers are using a range of various strategies, including but not limited 

to: Exclusionary, Sensitivity Inclusion 

• There is no single general methodology in the industry used across Fund 

Providers; therefore, fund providers have options to disclose relevant principles 

or actions related to ESG context. Investor due-diligence is highly 

recommended. 

Cit makes no representation regarding ESG or D&I features of the funds 

How are the Funds Accessed?

• Citi provides an integrated sweep from currency pools into a range of Money 

Market fund options

• Citibank® Online Investments offers a digital, personalized, automated way to 

access your funds

• 15+ MMFs with ESG or D&I disclosure by 6 domestic fund providers are 

available 

GOVERNANCE
• considerations minority 

ownership, shareholder 

protection, board composition

ENVIRONMENTAL
• Considerations carbon 

footprint, climate change, 

pollution

SOCIAL

• considerations human rights, 

ethical culture 
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ESG & Liquidity Management Considerations

Sources & Needs
• What are your ESG priorities?

• How do you measure progress? Do you have any specific ESG KPIs?

• What key regulations that impact your business(es)’s ESG strategy and liquidity policy?

• Can existing bank accounts be restructured to optimized your account structure and ESG position?

• How do you fund your ESG Projects? Do you have need to divert funds from “traditional” projects?

• Do your subsidiaries routinely borrow externally? Are they often in overdraft situations?

• Are your subsidiaries’ degree of autonomy high? Do they have the same ESG and liquidity strategy?

Location

• Is your cash in moderately or highly regulated jurisdictions? Is local currency freely convertible?

• Are there multiple subsidiaries in a single country? Do your geographic funding requirements change 

on the back of an ESG transition?

Technology

• Is visibility over local balances satisfactory? Is direct access to cash desired?

• What is the state of your technology Infrastructure to support cash pooling?

Considerations

Below are a few key considerations for companies with respect to ESG and liquidity management 

practices.
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Sustainable

Liquidity

Centralization

Optimize

Liquidity Management

with Sustainable 

Investments

Visibility and

Accessibility

Talents 

attraction

Companies can leverage 

pooling and liquidity 

management capabilities to 

meet their centralization 

objectives and optimize ESG 

investments.

Evaluate capabilities that 

allow companies to have 

funds in the right currency, in 

the right place, at the right 

time to integrate with various 

ESG investment options at 

ease.

A fully integrated range of 

ESG products, available via 

automated sweep, enables 

clients to participate in 

sustainable short-time 

investments.

With Treasurers’ active 

Sustainable Investments, 

clients can automate tasks, 

unlock value, attract talent, 

and ensure that the Treasury 

play a key role in their 

sustainability strategy.

As companies seek ways to expand their ESG programs, Treasury Departments are playing a greater role 

in shaping and achieving these objectives.

Achieving Your Sustainable 

Investments Objectives
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Q&A

Steve Kraus, Sr Liquidity Solutions Specialist, Citibank

Dan Chila, Treasurer, AMG Advanced Metallurgical Group

Catherine Fields, Assistant Treasurer, Hitachi Vantara
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