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Context of treasury
The business context 

Expanding into a new 
territory in Asia can  
be daunting, even if you 

have experience of operating 
in other countries in the 
region. Like Europe, it is  
a heterogeneous continent  
and many important nuances 
need to be considered by 
corporate treasurers seeking  
to manage the practical 
aspects of an expansion plan, 
be that organic or an upshot  
of M&A activity.

The first task in this 
process is to grasp the basic 
financial needs arising from 
your entry into a particular 
market. These can be 
understood through regular 
active dialogue between HQ, 
local subsidiaries and, when 
appropriate, local partners. 
This allows the treasurer 
to quickly build up an 
understanding of a business’s 
typical banking needs on the 
ground, and where it is likely 
to encounter problems. 

Apart from opening a 
physical bank account, the 
typical list of initial day-to-
day requirements will include 
determining whether local 
working capital support or 
performance guarantees are 
needed, arranging letters of 
credit and payment services, 
as well as selecting a local 
electronic banking service. 
More strategic aspects 
to consider include staff 
pensions, staff benefits and 
what premises you might 
require; banks can usually 
help with all of these. 

Documentation, both 
in terms of language and 
applicable law, is another 
area to consider; most major 
banks will not usually have 
an issue with English, but one 
challenge may be providing 
the required level of KYC 
documentation: different 
banks may ask for different 
information, and sometimes 
may appear to have differing 
levels of flexibility.

In order to get the basics 
right, and minimise the 
likelihood of encountering 
unnecessary hindrances, in 
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regional authorities, and 
so it is important – if, 
for example, operating 
in China – to maintain 
strong relationships with 
bodies such as the central 
bank (People’s Bank 
of China) and the State 
Administration of Foreign 
Exchange, which administer 
China’s FX reserves, to keep 
abreast of developments and 
their thinking.

It’s always imperative to 
nurture strong, reciprocal 
business relationships when 
seeking to develop or acquire 
a business in another region. 
In Asia, culture and customs 
are critical elements in this, 
particularly when one bears 
in mind the huge differences 
between – and sometimes 
within – individual Asian 
countries. While there is 
no particular shortcut to 
acquiring knowledge and 
experience of operating in 
these countries, one common 
method is to enter a new 
country through a joint 
venture with an established 
local company. Some joint 
ventures last for many 
years, while others involve 
mechanisms for one partner  
to assume majority or full 
control over time. 

Global banks maintain 
a network of alliances 
with leading local banks, 
either by way of minority 
shareholdings, memorandums 
of understanding or simple 
commercial agreements 
that help us and our 
customers to access particular 
services where a particular 
strength exists. A form 
of matchmaking, linking 
up a foreign and a local 

Interestingly, and 
dependent on the commercial 
priorities of your business, 
your new subsidiary might 
afford an unexpected cash 
management bonus. If your 
HQ is operating in a negative 
interest-rate environment –  
for example, if you’re a euro- 
or Scandinavian-denominated 
company – then rather than 
upstreaming cash from  
a subsidiary in Asia and  
having to pay to deposit it 
on home soil, you can simply 
leave the money out in the 
network. The surplus cash  
of a parent company can  
even be deployed in place of a 
bank loan facility within this 
network, where permitted.

Asian regulation
There is a wide variety of 
regulatory regimes across 
Asia that must be navigated, 
particularly for corporates 
with ambitions to be active 
throughout the region. One 
example would be cash 
pooling. In China, there are 
a number of restrictions, 
with cross-currency netting, 
for example, not permitted, 
meaning that corporates with 
a deficit in one currency and 
a surplus in another have to 
sell renminbi and buy, say, US 
dollars at the site that has the 
deficit, and vice versa. Other 
restrictions can limit the 
amount of foreign currency 
a company can borrow – 
determined by the initial 
capital injected – as well as 
the ability to re-borrow any 
amounts previously repaid. 

This underlines the 
importance of not only 
considering one’s position 
within a specific local market, 
but also within the wider 
region’s regulatory landscape. 
Suffice to say, links and 
regular dialogue with key 
government, central bank and 
regulatory bodies can be vital 
on a wide range of areas, from 
how local tax affects loan and 
deposit interest to the optimal 
ownership structure chain 
of a subsidiary. Restrictions 
can vary between different 

certain areas, it is important 
to have a local agent on the 
ground – someone who is 
experienced in handling 
country-specific tax and 
customs forms, for example, 
and is able to deal with 
officials face to face.

Once you have taken these 
initial steps, it is important to 
develop metrics and systems 
that allow you to monitor and 
control the process effectively. 
For example, harmonising 
IT and enterprise resource 
planning systems with those 
in use at HQ at the outset, 
and taking into account any 
planned future upgrades, 
will make the process 
indeterminately smoother  
in the long run. Similarly, it’s 
worth bearing in mind the 
cash management and pooling 
services at local banks and 
whether the level of security 
available is acceptable. 

Requirements here typically 
involve two aspects: firstly, 
what monitoring and control 
is required from headquarters; 
and secondly, what local 
services are required of banks.

Taking the first point, if 
the new venture is expected 
to remain quite small for 
some time, basic balance and 
transaction information may 
suffice, such as an MT940 
SWIFT message. A local bank 
can send this to your main 
bank. For more geographically 
widespread organisations that 
prefer to incorporate a new 
country into a pre-existing 
regional or global cash pool, it is 
important to bear in mind any 
currency transfer restrictions 
that might prevent this.

For some companies, 
OTC services using local 
branch networks to exchange 
documentation, collect or 
deposit cash (or allow their 
customers or staff to do the 
same) take priority. Here, 
simply getting balance and 
transaction information 
through an electronic banking 
service is enough. Many 
companies are able to simply 
plug in the local e-banking 
portal into their own software. 

manufacturer 
of a particular 
product, for 
example, can 
be arranged. 
For a fully 

fledged joint 
venture, however, 

corporates and their 
advisers should work 

closely with any potential 
partner to ensure full and 
frank discussions are held as to 
how both sides see the mutual 
venture developing over time. 
Often, by this stage, you will 
have an existing business 
relationship with the partner, 
which may have begun as a 
simple trading arrangement.

An important common 
cultural theme across the 
world is the emphasis 
on working together in 
partnership over the long 
term. For example, General 
Motors is a business that has 
fared well in Asia through 
its joint venture with SAIC, 
the Chinese state-owned 
automobile company, which 
was initially signed in 1997. 
Last year, the joint venture 
sold nearly two million 
vehicles in China alone.

Of course, not every 
experience has been as 
successful as that of General 
Motors, and many US and 
European companies find 
tapping into Asia to be a 
challenging process. Yet 
despite recent volatility 
in China, the region’s 
growth is expected to create 
an abundant terrain of 
opportunities that would 
be considered outstanding 
by Western standards. We 
envisage that more companies 
will be looking east in the 
coming years. This will require 
them to take a systematic 
approach that is founded, 
above all, on the principle  
of partnership. 

It is important to  
have a local agent 
on the ground – 
someone who is  
able to deal with 
officials face to face
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