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A2 Managing the bank’s cash flow

Seminar outline (3 days)

DAY ONE

Morning:

Wholesale interbank money markets:

1. LIBOR based traditional product:

a) cash flow timing;

b) day count issues;

c) short-dates and fixed periods.

2. Certificates of deposit; features and secondary market trading.

3. Euro LIBOR and EURIBOR: comparison.

4. Exercises.

Afternoon:

Wholesale markets in non-bank debt:

1. Commercial paper:

a) structures;

b) uses;

c) primary and secondary market trading;

d) comparisons to certificates of deposit;

e) practical considerations.

2. Exercises.

3. Treasury bills.

4. Trade papers:

a) structure;

b) uses;

c) letters of credit.

5. Exercises.

DAY TWO

Morning:

The Repo Market:

1. The official (central bank) repo market.

2. Classic repo construction.

3. Sale-and-buyback.

4. Tri-party repo.

5. Repo alternatives.

6. Exercises.

Afternoon:

Traditional foreign exchange products:

1. Spot.

2. Forward: the link to money markets.

3. FX swaps for cash flow management.

4. SAFES.

5. Non-deliverable forwards.

6. Market size/statistics.

7. The effect of the euro’s introduction.

8. Exercises.

DAY THREE

Morning:

Further aspects of the foreign exchange market:

1. Customer foreign exchange needs:

a) transaction risk;

b) translation risk;

c) economic risk.

2. Clearing and cash flows:

a) nostros;

b) CHAPS, CHIPS, Fedwire, Target and other settlement systems;

c) the role of Swift;

d) settlement risk.

Afternoon:

Foreign exchange simulations:

1. Interpreting the news: a competitive but controlled and paced exercise based on taking trading decisions in a changing economic environment.

2. Computer based trading simulation of the foreign exchange market: competitive and real-time, giving a measurement of individual performance and a profile of risk appetite.
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