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Executive Summary
Mission Overview
GlobalCashExchange’s (GCX) vision is to revolutionize foreign exchange and working capital procurement and management by empowering CFOs and treasurers, through the Internet, to increase efficiency and reduce costs. GCX’s goal is to transform the current methods used to manage global cash reserves and purchase banking services. Through GCX, multinational corporations and institutions will be able to exchange foreign currencies and short-term cash, in absolute anonymity with their corporate counterparts and non-bank financial institutions, as well as their banks. In addition, through the country-specific banking service listings and rankings, GCX will enable corporations to make informed decisions when purchasing these services.
Market Overview
Based on the responses we have received to our questionnaires, Global 2000 companies, on average, buy or sell $25 million of foreign exchange a week or $1.3 billion a year per company. We expect that by year 7, 15% of these transactions will take place on GCX, resulting in revenues to GCX of $395 M. We also found that the average transaction size for corporations purchasing currencies within emerging markets is $800,000, well below the size threshold of the inter-bank market. Purchasing small amounts of foreign currency within emerging markets results in very large spreads. GCX aims to enable corporations to obtain the same price as those available to banks on interbank broker systems 
Companies are also charged high bank fees for their short-term cash needs. Global 2000 companies are estimated to borrow up to $200B annually and pay approximately $400 million (M) a year on bank charges for short-term borrowings. The commercial banking services market is one of the largest global industries, with an estimated $50-60B worth of services provided by the top 100 global banks to their corporate customers. It is estimated that the combined Global 2000 spend $20B annually on banking services. 
Rationale for introduction of GCX
The following market trends have created a tremendous window of opportunity for GCX to provide Global 2000 companies with an alternative platform for obtaining banking services: 
· Difficulties and high costs of either raising capital or repatriating funds from emerging economies
· Inability of corporations and institutional investors to make markets within the inter-bank market systems such as EBS (Electronic Broking Services www.ebsp.com) and Reuters Dealing 3000.
· New technological advances 
· High banking costs and lack of pricing transparency
Business Concept
GCX will initially tap into the two largest markets for inter-corporate, corporate-to-banks, and corporate-to-non-bank-financial institutions cash transactions, foreign exchange and short-term credit, by providing an electronic exchange for buyers/sellers and lenders/borrowers to conduct transactions directly via the Internet.  Using GCX, corporations will trade with other large, creditworthy corporations, and other non-bank financial institutions as well as banks. The GCX online exchange will be an order-driven market that provides users with a central price-determination mechanism similar to other online auction/exchange models.  In its purest form GCX creates an EBS in which corporations can also make market.
GCX will complement its electronic exchange service with an online catalog for comparing banking services information.  This online catalog will contain the largest database of pricing and ratings of each individual bank service within each country enabling companies to easily compare services at different banks.  
Business Model
The GlobalCashExchange revenue strategy is crafted from the typical exchange business model.  The core sources of revenue will be from the foreign exchange (FX) and short-term credit marketplace. GCX's services are priced to drastically undercut what corporations currently pay for FX trades and Short-Term Credit transactions.  On GCX, FX transactions will be assessed a 0.75 basis points (bps) service fee to the buyer and seller[footnoteRef:2].  Short-Term Credit exchanges will be assessed a 5 bps service fee to the buyer and seller.  Subscription fees will run $6,000 annually per corporation.  Online banking services procurement will be assessed a 1% commission. [2:  Transactions that occur only between the hard currencies of Dollar, Euro and Yen will be assessed a 0.5bp per counterparty. This market is not expected to be penetrated prior to year 2.] 

Strategy
GCX will adopt a modular strategy by focusing on automating cash exchange and eliminating the pain points in procuring banking services.  Through strong connections with multinational organizations and institutional investors, GCX will be able to establish a very powerful network of participants within different markets. GCX will first introduce its online exchange in those countries in which corporations face the highest transaction costs while there are high transaction volumes.  Subsequently, it will be introduced in OECD countries where the value to corporations would be lower transaction costs and increased convenience.  
Management Team
GCX has established an experienced team of industry veterans with experience in corporate treasury, cash management, foreign exchange, and technology and services.  The following is a summary of our management team:
· Barry D. Romeril, Chairman (Non-Executive).  Mr. Romeril is the Vice Chairman of the Board of Directors and Chief Financial Officer of Xerox Corporation.  Before joining Xerox in 1993 Mr. Romeril was group Finance Director of British Telecommunications, Plc. in London.
· Vidar J. Jorgensen, Founder and Director.  Mr. Jorgensen  is the Chairman of WRA Group and the founder and CEO of three conference and business research organizations. 
· Shahin Shojai, Founder, President and CEO.  Formerly President and CEO of WRA Group, Shahin has an in depth knowledge of buy-side/buy-side and buy-side/sell-side and has built strong relationships with CFOs and CEOs of the largest corporations and institutional investors, respectively, in the world. 
· Peter Ickes, Acting Chief Operating Officer. Mr. Ickes is currently a Vice President at Gen3 Partners, a B2B Internet strategy and implementation company, responsible for financial services systems. Prior to joining Gen3Partners, Mr. Ickes was a Senior Manager at Braxton Associates/Deloitte Consulting Group
· Eleanor Bloxham, Chief Information Officer.  In addition to founding The Value Alliance, Ms. Bloxham was in charge of the Global Value Management for Financial Services Practice of KPMG and has held executive positions at Prudential Insurance Company and Bank One. 
Financial Highlights
Analogous to other B2B exchange roll-outs, GCX is expected to incur large losses for the first couple of years.  We project a net loss in our first 2 years of $7M and $9.6M, respectively.  By year 3, we forecast net income of $13.8M.  Growth is then expected to rapidly increase.  By year 5, we forecast net income of $108M.
	($000)
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Year 6
	Year 7

	Revenues
Expenses
Net Profit
	1,071
8,404
(7,333)
	15,529
25,139
(9,610)
	68,688
54,852
13,836
	155,430
100,509
54,921
	268,312
160,031
108,281
	376,845
223,727
153,118
	522,772
312,359
210,413


I. [bookmark: __RefHeading___Toc497838464]Market Overview
Two of the most important and costly bank services corporations use are foreign currency exchange and short-term credit management. This section provides an overview of the size of these markets and explain why a service such as that proposed by GCX is necessary.
1. Foreign Exchange Market
The foreign exchange (FX) market is the largest, most participated financial market in the world with over $1.5 trillion exchanged daily throughout the world.  There is no central marketplace for FX transactions; all FX transactions are conducted through a network of banks, dealers, and brokers.  Approximately two-thirds of FX transactions involve banks dealing directly with each other. 

The FX market consists of two tiers: the interbank or wholesale market, and the client or retail market.  Individual transactions in the interbank market usually involve large sums that are multiples of a million US Dollars, or the equivalent value in other currencies.  By contrast, contracts between a bank and its clients are usually for specific amounts, sometimes down to the last penny.  Participants in the FX market include: buyers and sellers, dealers, brokers and central banks.  The following diagram shows the participants in the FX market:
Buyers and sellers of currency include multinational firms, importers and exporters, international portfolio investors, tourists, speculators and arbitragers.  Dealers fulfill orders from buyers and sellers, thereby profiting from buying FX at a bid price and reselling it at a slightly higher ask price.  Brokers function as agents who facilitate trading between dealers without themselves becoming principals in the transaction.  Brokers earn a small commission for facilitating trades because they are required to know at any moment, exactly which dealers want to buy or sell any currency without revealing the identity of either party until after an agreement has been reached.  Central banks sometimes participate in the FX market to influence the value of their currencies.  
According to the February 2000 Bank for International Settlement's Report, of the $1.5T currencies exchanged daily, approximately $250B occur between banks and non-banking institutions, equating to over $90T per year.  Transactions between banks and the corporate sector account for more than 90% of these transactions or $81T annually.  Our research estimates over $10T of these annual transactions can be attributed to the Global 2000 corporations. 
The most competitive prices are transacted only between the largest global banks at the interbank rate.  For corporations, the bid/ask spreads can be quite large (up to 240 bps), and thus, it can be costly to transact a currency exchange. Even within the inter-bank market, spreads of some softer currencies can be quite high. For example, the interbank bid/ask spread for Indonesian rupiah/US dollar is 62.9 bps, 48.4 bps for Philippine peso/US dollar, and 36.4 bps for Egyptian pound/US dollar (Financial Times, 4/26/2000).  This compares to a spread of only 4.6 bps for Euro/US dollar interbank rate.  Since these spreads are only available for interbank transactions, corporations that transact in volumes of less than US$1M can pay substantially more for such transactions. Corporations face charges that are much highere when exchanging the less-traded currencies. For transaction amounts between $50K-$200K (Singapore dollars), a corporation purchasing Singapore dollars would pay 38 bps if using US dollars, versus 62 bps if using euros (Development Bank of Singapore, 4/27/2000.) Therefore, assuming a 0.1% charge for currency transactions, Global 2000 companies each spend an annual total of $5M in fees for foreign exchange transactions (based on $5B annual volume).  
The current process for a corporation to conduct a foreign exchange transaction is not only costly, it is also inefficient and cumbersome. To purchase forex using the current process, Company A, which would like to purchase Indian Rupees, has to obtain pricing information by calling 2 to 6 different banks and obtains a quote directly from the foreign exchange trader at each bank. The larger the transaction amount, the more quotes a company typically obtains to ensure the most favorable pricing.  Company A then calls back the bank with the best quote (Bank X) and completes the transaction.  However, if there has been a significant time lapse between quote and the decision to commit (maybe 1 minute in fast-moving currency markets), Bank X could revise its price.  Company A would therefore, be forced to restart the bidding process.  The process of going back and forth between the company and its banks continues until the company agrees with one of the banks on the price and commits before the price has moved.  This can take up to 15 minutes.
To complete the FX transaction, Bank X will fax a trade confirmation that details its terms of sale of Indian rupees to Company A.  Company A then checks the trade confirmation, signs it, assuming that the terms are correct, and faxes it back to Bank X.  Company A then records the transaction on its own books, and then authorizes its own bank, Bank Z, to deliver US dollars to Bank X via SWIFT.  Bank X receives the US dollars and wires the amount to its bank branch in India.  Bank X’s Indian branch then delivers Indian Rupees to Bank Z’s Indian Branch, which then deposits the amount into Company A’s Indian bank account. 
If the CLS system (Continuous Link Settlement), which acts as a central bank/clearing house for banks involved in the foreign exchange markets, is successful the process would be much less complicated. All that will happen is that the accounts of each bank, in this case banks X and Z, held with CLS will be debited/credited with the net inflow/outflow of Rupees and Dollars.
If Company A uses an electronic treasury management system that can receive correspondence from this bank, the bank would instead send its trade confirmation electronically. Confirmation via electronic systems is still relatively uncommon; most companies still rely on fax confirmations from their banks.  At the end of the month, Company A will also receive a summary statement from its own bank (Bank Z), which details all foreign exchange transactions that have been completed.
Short-Term Credit 
For short-term credit transactions, we estimate companies from OECD and developing countries borrow and invest short-term cash approximately 4 times a year, between $50M and $10M, respectively.  Assuming a borrowing size of $25M at 4 times a year, the market for short-term borrowing for Global 2000 companies is $200B.
Short-Term Borrowing
Global 2000 corporations can finance their short-term borrowings either by obtaining bank loans (secured or unsecured) or by issuing commercial paper.  Companies that frequently require short-term unsecured loans often establish lines of credit with their banks.  This enables them to borrow at any time up to an established limit.  A line of credit usually extends for a year and is then subject to review by the bank’s loan committee.  The interest rate on a line of credit is usually tied either to the bank’s prime rate of interest or to the CD rate.  In addition to the interest rate charged, banks often insist that in return for the line of credit, the company must maintain an interest-free demand deposit at the bank.
For short-term secured loans, corporations typically provide security using liquid assets such as receivables, inventories or securities. 
Because of the high banking fees associated with short-term bank loans, many of the largest, most creditworthy corporations have turned to issuing commercial paper.  Commercial paper (CP) is a short-term unsecured debt instrument with a typical term of less than 9 months that is issued through the public markets to finance current operations.  The US CP market has grown very rapidly over the last two decades.  Large corporations have increasingly turned to CPs because interest costs are lower than those on bank loans.  In addition, the increased ease in obtaining corporate financial information coupled with the rise in underwriting competition has enabled more than just the bluest of the blue chip companies to issue CP.  Consequently, banks have lost a large part of their traditional lending business to the CP market.  At end of 1999, the amount of commercial paper outstanding in the US markets totaled $1.4T, compared with just $124B in 1980.  By comparison, commercial and industrial loans have fallen from 32.4% of the U.S. bank portfolio to 26.6% over the last 10 years.  Financial firms such as GE Capital and Ford Motor Credit Co. issue 78% of all commercial paper while industrial and service firms account for the remaining 22% of the market.  The European commercial paper market is much smaller at one-tenth the size of the US market, but is expected to grow to $500B within two years replacing banks’ traditional lending business.
Based on a 20 bps bank charge and total annual borrowings of $200B, Global 2000 companies are estimated to spend a minimum of $400M on bank charges for short-term borrowings.
Within emerging markets, however, access to short-term credit is either limited or is very expensive. The spread between borrowing and lending within most of these markets is so large that some companies are willing to lend internally, between divisions, and pay as much as 6 bid/offer spreads on the currency conversion. Even after having paid the 6 or so bid/offer spreads, companies can still save as much as 200 bps.
Short-Term Lending
When corporations have short-term surplus cash, they typically invest in a number of available money market instruments (such as U.S. Treasury Bills, Federal agency notes, short-term tax-exempts, Certificates of deposit, Eurodollar deposits, Commercial Paper, Bankers’ acceptance, and Repurchase agreements.)  Most large corporations manage their own money-market investments, buying and selling through banks or dealers.  Smaller companies tend to invest their cash in a money-market mutual fund that manages high-quality, short-term securities for companies in return for a fee. Some of these instruments are not available within emerging markets and companies are therefore, forced to either repatriate the funds and/or lend to other divisions and pay very large bid/offer spreads on the currency exchange. Companies can also invest with local banks for very low rates of interest.
Cash Management Practices at Global 2000 Companies
Most corporate treasury departments institute one of the following two styles of cash management, although some combination of the two is sometimes used:
Centralized Global Cash Management
Within this aggressive cash management model, multinational corporations (MNCs) only allow divisions to retain transaction/operational balances.  Under this model companies not only can save expertise costs, by having only one team of financial experts at the central treasury responsible for coordinating global operations, but can also ensure that all the investments serve the parent company’s interests.  
All precautionary balances are maintained at the central treasury for two reasons.  First, local managers may not have the necessary expertise to manage the precautionary balances wisely.  The central treasury, with a team of currency experts, can manage the pooled precautionary balances more optimally.  The objectives of local management are not always the same as those of the parent company—maximizing the parent’s shareholder wealth.  Second, due to the diversification effects of global expansion, the central treasury can maintain a smaller pool of precautionary balances than if each division held its own.  Cash that is not maintained for precautionary balances can be invested at the higher long-term investment rate.  
Decentralized Global Cash Management
Under a decentralized treasury function, the central treasury does not act as a central bank. Divisions can borrow and lend locally. In this case, they will tend to invest at the lower investment rate and borrow at the much higher borrowing rate.  
II. [bookmark: __RefHeading___Toc497838465]Need for Market Microstructure Change
1. Inability to Get Cash Out of Emerging Economies
One of the biggest risks that multinational companies face when investing in emerging economies is the inability to "get cash out" (repatriate funds back to their home currency) of such economies.  This is particularly true in economies such as Russia, China, Brazil and Malaysia that have limited foreign investors’ ability to repatriate cash through currency, credit and other controls.
High Cost of FX Transactions
In some emerging markets, investors are able to repatriate funds but at a high price for the privilege of doing so. By allowing corporations and other non-bank financial institutions transact or make market on GCX, they will also be able to access these rates.
To illustrate the savings that companies would achieve via GCX, let us assume in the example above that Company A wants to buy $100,000 worth of Indian Rupees. The current rate offered by local banks is 43.05 Rupees to the dollar[footnoteRef:3]. Company A places its offer on GCX’s online exchange and waits for bids from other companies.  Company B places an opposing position with the same size requirement on the online exchange as well.  Company B can sell rupees to local banks at a rate of 44.25 rupees to the dollar.  The current interbank rate is 43.65 rupees/dollar. Both companies have specified that they would like to execute their transactions on GCX based on the latest interbank rate.  The following table compares costs of transacting with banks at the local bid-ask spread, versus on GCX’s exchange at the interbank rate: [3:  Exchange rates in this example were obtained from the State Bank of India on February 1, 2000 for corporate transactions less than US$200,000.] 

	  
	Indian Rupees

	
	Using Banks
	Using GCX
	Savings

	Company A receives
	   4,305,000 
	 4,365,000 
	60,000

	Company B pays
	   4,425,000 
	 4,365,000 
	60,000



High Borrowing Costs and Low Investment Returns within Emerging Markets
Companies have very limited options when it comes to either borrowing or investing funds locally within most emerging markets. The spreads on borrowing and lending can be very large. In response most companies repatriate the funds back into their home currency and invest it in instruments that pay high interest. Companies can also use the repatriated funds to lend to other divisions. This would, however, result in the payment of four forex bid/offer spreads. Nevertheless, such intra-company lendings can save up to 200 bps.
Transactions for short-term credit will work on a similar principal.  Participants will be able to borrow or invest for standardized periods on GCX’s exchange (e.g., overnight, 5 days, 10 days, 15 days, and 30).   
As an example, Company A would now like to expand its operations in India and needs to borrow 10,000,000 worth of Rupees for 30 days.  The current median borrowing rate offered by local banks is an annualized 8%.  Two other companies, Companies D and E, have opposing positions but with different size requirements.  The investing rate that local banks currently offer is 5% annualized.  All three companies place their bids on the GCX online exchange and wait for bids from other companies. The exchange will then match the offers and bids at the mid-point of local borrowing and lending rates.  The following table compares benefits of transacting on GCX’s exchange:

	
	Indian Rupees

	
	Using Banks
	Using GCX
	Savings

	Company A repays
	  10,066,667 
	 10,054,167 
	    12,500 

	Company D receives
	   5,020,833 
	   5,027,083 
	     6,250 

	Company E receives
	   5,020,833 
	   5,027,083 
	     6,250 



New Technological Advances
In the last few years, the Internet has emerged as an easy to use tool that enables buyers in any industry to obtain pricing and supplier information, and conduct transactions more cheaply and efficiently.  GCX will take advantage of such Internet technologies to provide a simple yet robust platform that will better serve buyers of banking services.
Bank Services Procurement Process Inefficiencies
Currently, no catalog of banking services exists for a company to compare the cost of individual banking services at different banks.  Companies must call each bank to obtain pricing information for each service.  Obtaining basic pricing information is a time-consuming, cumbersome and expensive process that has deterred most corporations from switching providers. This lack of market information has also kept corporations from using medium-sized banks in their domestic markets or foreign banks as companies expand their operations globally.
High Banking Costs and Lack of Pricing Transparency
The domination of large multinational commercial banks, in the last 5 years has reduced corporations’ bargaining power vis-à-vis their banks.  Therefore, large banks have been able to charge relatively high prices for their services.  This has also been exacerbated by the industry’s practice of selling banking services on a bundled basis, which has contributed to a lack of pricing transparency.  Large banks have high cost structures with little incentive to decrease their costs because of limited competition - especially since Japanese banks have decreased their participation in the commercial banking market in the last 5 years. 
[image: ]Due to reduced competition, US-based banking institutions can now demand greater revenue streams from their corporate clients.  Banks with market power are able to demand that their corporate clients purchase bundled banking services rather than individual ones a la carte.  Since traditional banking services do not generate sufficient revenues to meet the return on equity requirements of profit-maximizing banks, companies are often required to outsource their asset management and investment banking services to be accepted as clients. Even for the largest corporations, banks now demand service costs around 240 bps, which includes cost of currency services, cash management, credit and other services. This increased market power of banks is a growing point of contention for US corporations.  
III. [bookmark: __RefHeading___Toc497838466]Business Concept
1. Product Concept

GCX will be the leading business-to-business market maker, using the Internet to provide a comprehensive and cost-competitive set of services to corporations and institutional investors.  GCX will initially tap into the two largest markets for cash transactions: foreign exchange and short-term credit by providing an electronic exchange for the lenders and borrowers to conduct transactions directly via the Internet.  GCX will complement its electronic exchange service with an online catalog for comparing banking services.   The following diagram summarizes the two core aspects of GCX’s business concept.

Electronic Exchange
GCX will use the best of breed technology to achieve both best execution and cost savings by providing an order-driven system in combination with an auction mechanism. Using this highly flexible system, corporations will be able trade in absolute anonymity with other large, creditworthy corporations, non-bank financial institutions, and banks.  This will result in reduced transaction costs and increased efficiency.
To purchase foreign exchange or exchange working capital, participants can select to place their offers on the half-hour auction crossing network or to use the open call system.
· Open call system
Within the open call model, companies can either place their offers, with a time limit (a limit order), or bid on the offers already available on the exchange. Those who provide liquidity will be charged a smaller fee than those who hit it.
· Auction mechanism
During each working day, there will be a half-hour auction for each currency against the Dollar and the Euro. For example, between 09:30 and 10:00 a.m. Frankfurt time, there will be auction for the Indian Rupees and Euros. Similarly, between 09:30 and 10:00 a.m. New York time, there will be an auction for Indian Rupees and Dollars. Due to the open auction market structure, participants will be able to post their offers based on the spreads around the mid-point of the interbank rate that they are willing to buy or sell. At the end of each half hour session, the exchange will try to match as many transactions as possible. Those offers that are not perfectly matched will be passed onto other pools of liquidity, such as banks and other on-line exchanges. 
Within both models, clients can request that their unmatched orders be executed with banks or other on-line providers. The system also allows for further negotiations. Similar to a reserve book.
Diagrammatic illustration of the anatomy of trades can be obtained from the appendix.
Online Catalog
The second aspect of GCX’s offering is an online catalog containing the largest database of ratings for banking services. This database will provide pricing and rating of each individual bank service so that companies will be able to easily and quickly compare and contrast services at different banks.  This catalog will provide the level of information granularity that is currently difficult to obtain and time-consuming to gather. 
2. Key Product Features
GCX will offer the most versatile, innovative and complete solution for its users including:
· Real-Time News and Pricing Information – GCX will provide streaming price and news feeds from leading financial information providers such as Bloomberg or Reuters so that users will be able to easily perform their own competitive benchmark.
· Online and Offline Trade Confirmation Management – Users can choose to receive trade confirmations via fax, e-mail or regular mail.
· Flexible Reporting Options – Users can receive their summary trade reports on a daily, weekly, monthly or quarterly basis.
· Optimized Partial Match and Fulfillment – In circumstances when an offer can only be partially covered (matched) on GCX’s exchange, GCX will pass the unmatched portions to other on-line exchanges, where possible.
· Future Enhancements:
1) Interface with leading treasury workstations – GCX will partner with leading treasury management systems companies such as Sungard Treasury Systems to provide interface with existing treasury workstations such as XRT-CERG to enable process automation.
2) Collaboration and communication tools with international affiliates – GCX will provide tools that enable corporate treasury staff to obtain visibility of their affiliates’ day-to-day cash positions as well as monthly forums.
3) Personalization Options – Users will be able to personalize their GCX main page to display only the information that they need.  For example, a treasurer can choose to display 10 currency pairs on his personal GCX page, together with news feeds from 3 countries and the past 7 days’ trade confirmations.
3. Value Proposition 
Value Proposition to Corporations
1) GCX enables treasurers and their staff to make better investment decisions
GCX provides corporations with tools to make better investment decisions regarding their short-term cash needs.  GCX provides companies with surplus cash within foreign markets with the following choices: (1) Lend the funds to other companies at rates that are not currently available to corporations. (2) Repatriate the funds through the most cost effective way. (3) Lend to other divisions within the same group without incurring high currency conversion rates. This is in sharp contradiction to the current policy of repatriating funds and incur high fees, in order to avoid the very low investment interest rates. 
2) GCX enables lower dollar threshold for transactions
GCX’s allows corporations to obtain the same rate for purchasing $100,000 of foreign currency as they would for $1 M. Unlike the current FX markets, GCX does not have a $1 M threshold. 
3) GCX saves time and increases efficiency
Currently, companies have to obtain bids from as many as 6 banks for every foreign exchange and short-term credit transaction in order to ensure the best rates and prices.  In addition, once a transaction has taken place, there is additional paperwork required to complete the transaction. GCX, similar to Currenex and FXALL, can help eliminate this burdensome process and replace it with a simple and efficient platform that provides companies with the best prices and rates at the lowest transaction cost.  
4) GCX lowers transaction cost
GCX’s online exchange enables all participants to be principals within the transactions. Bidding on offers is not limited to only banks. By eliminating the need for intermediaries GCX can enable corporations to conduct financial transactions at a much lower cost - only 1 bps per transaction, regardless of size.  In addition, by enabling companies to invest and borrow locally, GCX saves money by eliminating the need for expensive international wire transfers.
5) GCX provides best match via largest group of creditworthy corporate and financial participants
Through its innovative electronic exchange and online catalog, GCX will create the largest community of users among treasurers and CFOs at the largest corporations.  This ensures that corporations will be able to trade with the largest pool of large, creditworthy companies and financial institutions and receive the best prices for their transactions.
6) GCX provides access to largest database of banking services
Users of GCX’s online catalog will have access to the largest database of banking services with detailed pricing and rating information regarding individual service offering at different banks.  The catalog will enable users to compare prices and more informatively negotiate with their banks.
7) GCX does not require new IT investments
GCX uses standard web technologies that require no new software (other than standard web browsers) and the typical corporate T1 Internet connection.  Participants do not have to invest in additional hardware or software to reap the benefits of GCX’s services.  
Value Proposition to Banks
1) For Global Banks such as Chase Manhattan, Citibank, and Bank of America
Access to larger pool of clients through banking services catalog:  GCX provides large banks with a convenient platform to reach a large number of global clients without incurring additional overhead costs.  Traditionally, global banks have not been able to expand their marketing and selling efforts in too many countries because of the high costs involved.  GCX provides these banks with an alternative platform to reach a larger number of global corporations within markets that they are currently facing heavy competition[footnoteRef:4]. [4:  It should be recognized that while Citigroup and Chase have strong positions in some markets, they are small players in others. GCX will make it easier for them to be considered as strong players within those markets that they have difficulty penetrating.] 

2) For Regional Banks such as Wachovia, First Union and Fleet
· Access to large companies: Regional banks are typically midsize banks with sizable domestic operations but negligible international operations.  Traditionally, many large corporations do not consider using regional banks because in the absence of comparable pricing and ratings information, large corporations were more comfortable with using their core relationship banks.  For these regional banks, GCX’s platform will enable them to market directly to large companies that were previously not accessible.  
· New source of revenues: GCX initially intends to partner with regional banks to provide partial match functionality and fulfillment for its clients in those circumstances when an offer can only be partially covered on GCX’s exchange.
Appendix C provides a list of the largest asset managers, global and regional banks.

IV. [bookmark: __RefHeading___Toc497838467]Potential Roadblocks & Competition
1) Potential Roadblocks
GCX’s solution will depend largely on its ability to leverage its relationships with treasurers and institutional investors. It’s management has over the years built trust and respect among these groups. Although these relationships are very useful, GCX’s management are not complacent about some of the political roadblocks that they will face and the strong competition that could come from banks and other constituents.
Potential Economic Risk
An electronic exchange that facilitates the transfer of ownership of a given foreign currency without the funds going through the banking system might face political retributions. For example, two US companies using GCX can exchange US Dollars and South African Rands without any type of registration in either jurisdiction. The companies exchange Rands with each other in South Africa and US Dollars in the US. Neither US nor South African authorities can trace this transaction. This may be perceived as regulatory evasion. Our response is, first, to examine the potential effects of this transaction on the balance of payments of each country, and second, to compare our service to the swap market since GCX’s online exchange can be viewed similarly:
· Impact upon countries’ balance of payments – GCX enables one firm to take capital out of a country without registration, but the currency does not actually leave the country. In fact the central bank’s reserves are in no way affected by this transaction. In the case of the US-South Africa example, companies will no longer continuously change their Rands for Dollars and back. The currency exchange might concern US monetary authorities that have missed the opportunity of increasing their reserves, but it will not affect South Africa. This exchange actually benefits South Africa because it reduces the volatility of the capital account associated with aggressive cash management policies. Such exchanges are especially important for countries with softer currencies. Based on similar reasoning, the country’s money supply will not be largely affected unless there is a net positive or negative Foreign Direct Investment (FDI). Therefore, we are optimistic that countries with softer currencies would welcome this exchange.

1. The History of the Swap Market – During the early 1970s, most European countries had set limits on the volume of foreign currency that companies could purchase. This made it very difficult for companies to make further investments in their current overseas operations or undertake an initial FDI. In response, global companies created the parallel loan market, which allowed companies to borrow in their local markets and exchange that obligation with their counterparts overseas. In other words, a UK company would borrow in the UK and exchange that debt with a company in France. The UK company would then use the borrowing of the French company to invest in French businesses and repay the loan from the funds generated from that operation. Two major benefits of this market were: 1) that each company borrowed locally at better interest rates and 2) that each company was able to invest overseas without facing restrictions from the local monetary authorities. However, finding a counter-party with similar, but opposing, needs and adequate creditworthiness was difficult; banks became intermediaries. GCX, through it role as a central market place, is now fulfilling the task that was undertaken by banks in the 1970’s. Neither the parallel loan market nor the swap market is regulated by any national monetary authority. Both result in currencies leaving countries without any registration.
Potential Banking Regulatory Approvals 
We do not anticipate that there will be a need to obtain banking regulatory approvals for the online exchange.  This is because while GCX enables one firm to take capital out of a country without registration, the currency does not actually leave the country. In addition, GCX does not provide banking services since it only acts as a price-determination and execution facility, much like Instinet in equities trading.
Counterparty Risk 
Counterparty risk is the risk that the other party in an agreement will default.  This is the most common risk in financial agreements, and especially in auction/exchange marketplaces.  GCX will mitigate credit risk in the following manner:
· Investment Grade – Initially only investment grade organizations will be allowed to participate in the market. Investment grade companies are those that are rated as AAA, AA, A and BBB by Standard & Poor’s and Aaa, Aa, A, and Baa by Moody’s.
· Escrow Service – For exchange of currencies, we can ensure that neither party receives payment until it has fulfilled its part of the transaction. We can either act as the intermediaries ourselves or use an on-line escrow service such E-Escrow.com.

Third-Party Credit Enhancement – Similar to the asset-backed securities market, GCX will provide credit enhancement facilities for all participants. The structure would involve the use of a pooled insurance facility provided by Virtual Markets Assurance Company (VMAC). VMAC, in collaboration with Standard & Poor’s, will pre-screen each participant and assigned a trading limit. By providing a trading limit, VMAC can fix its exposure at any one time and consequently reduce the cost of coverage. Within that limit, participants can undertake as many trades as they wish. While, the average cost of this type of coverage will be dependant on the volumes of trade and the currencies involved, typically $7bln of trades can be guaranteed with $1M a year. Most companies are familiar with credit enhancement agreements, as they use them to provide insurance for many of their asset-backed issues. According to the Association of Financial Guarantee Insurers (AFGI), one-third, or $120 bln, of all the Asset-Backed Securities issued in 1998 used third-party credit enhancement. 






The benefits of using a pooled underwriting facility are:
1. Participants are confident that their capital is protected and that their transactions are consummated, even if the other counterparty(ies) default or are late with their payments.
2. A greater number of organizations, companies and financial institutions with lower credit ratings than even BBB/Baa, can participate in the market and consequently improve the liquidity of the exchange.
3. Credit research and due diligence is undertaken by the experts.
4. Participants who are placed under credit watch or are no longer BBB will be monitored and required to pay for part of the insurance coverage.
5. The insurers can provide legal advice in case of default or bankruptcy.
6. Participants will be informed by the insurer when they approach or exceed their limits. 


VMAC is, therefore, providing AAA/AA coverage on transactions between GCX and its counterparts, as well as among counterparts.
2) Potential Competitors
We anticipate that the most formidable threats to GCX are likely to come from financial information providers, other financial exchanges, technology companies, or niche online foreign exchange trading companies.  Of companies in these categories, only a handful of firms will have the technology expertise and ability to move quickly that is critical to succeeding in the online marketplace.  These include Island ECN, Archipelago, Optimark Technologies, Instinet (a Reuters company), CFOWeb, FXAll, and Currenex.  
GCX is confident that it can distinguish itself from these exchanges in four ways:
1. Firstly, GCX’s focus is initially the emerging markets. These exchanges are predominantly focused on hard currencies.
2. Secondly, within these exchanges only banks can bid on the outstanding offers, which means that there is competition around, and not through, the inter-bank rate. GCX on the other hand allows other corporations and non-bank financial institutions, as well as banks, to bid on the offers outstanding. In this way GCX can help eliminating the inter-bank spread. This is achieved because unlike banks, corporations participate in this market to manage, rather than profit, from foreign exchange transactions.
3. Thirdly, these markets deal with inter-bank transaction sizes while GCX allows for transaction sizes of as low as $50,000. GCX is, therefore, allowing companies to transact at the mid-point of the spread (as obtained from Reuters and Bloomberg) although their transaction size is substantially below the required minimum.
4. GCX is a combination of a continuous market and an auction. The continuous market allows for limit-orders to be placed throughout the day. These orders are either hit by other participants or GCX, with permission from the client, will aggregate the orders and work the trades through the banking system to obtain the best possible rates. The auction will take place at the end of the day and enables corporations who are willing to wait till the end of the day to obtain the best rates, the mid-point of the inter-bank rate.

GCX is, therefore, attempting to inject liquidity within emerging markets while at the same time improving the process and cost of transacting foreign exchange. GCX can, however, benefit from the success of these exchanges. They can act as a secondary source of liquidity. Where transactions are not matched at the end of each auction or time limit of a limit-order, the non-matched portions can be passed onto the exchange or market where liquidity is highest. GCX will be able to access the talent required to look for the best pool of liquidity through its partnership with Deerhurst Management, the leading FX management institution. This eliminates the need for corporations to restart the multi-bank bidding process that is prevalent today. Where their bids are not completely matched, they can be passed on to other, potentially more expensive, multi-bidder auctions or the banks. These exchanges can, therefore, play the same role for GCX that Nasdaq plays for unmatched transactions on Instinet. 

V. [bookmark: __RefHeading___Toc497838468]Business Model
The GlobalCashExchange revenue strategy is crafted from the typical exchange business model.  The core sources of revenue will be from the foreign exchange (FX) and short-term credit marketplace.  Other revenues will come from subscriptions and banking services procurement.
1. Subscriptions
As with all exchange models, GCX must have a critical mass of users to ensure an efficient marketplace.  In year 1, we expect to have 50 participants (25 buyers and 25 sellers) willing to transact the initial group of emerging economy currencies vis-à-vis the two major currencies (US$, Euro).  By the end of year 5, we project to have 1,500 subscribers.  Usage is expected to be around 40-50% of subscribers.  
Subscription fees will be a flat $6,000 per year for each participant, regardless of the number of transactions.  We have intentionally priced the subscription fees at a nominal amount in order to encourage participation on the exchange. The first year's subscription fees will be waived as a "sign-on bonus" promotion. The portion of subscription fees as a percentage of overall revenues gradually declines as the core business grows.  By year 5, subscription fees are 3% of overall revenue. 
Foreign Currency Exchanges
Foreign currency transactions undertaken on the half our auction will be assessed a 0.75 bps transaction fee to both the buyer and seller, except for transactions between Euro and US dollar which will be assessed at 0.5 bps.  For transactions on the open call exchange, the company that places the offer will be charged 0.5 bps while the organization that hits the offer will be charged 1 bp. The size of each transaction and the frequency of transactions are projected to increase each year as the clients gradually gain more confidence and value through using the GCX.  We estimate that in Year 1, 5,000 transactions, with an average size of $813K - or $94M in total - will take place on the exchange.  By year 5, GCX is expected to conduct over 585,000 FX transactions at an average size of $2.5M, equating to $1.95B of transactions.  FX transactions are expected to comprise between 65-85% of the company's revenues.
Short-term Credit Exchanges
Short-term credit exchanges will be assessed a 5 bps transaction fee to both the buyer and seller.  In year 1, GCX is projected to conduct 185 short-term credit transactions at an average size of $2M.  Growth expands to 6,000 transactions at an average size of $6,000,000 by our 5th year.  This source of revenue is expected to contribute about 13% to the company's revenues.  We have conservatively estimated that our active users will exchange $8M in the first year, equating to 8 typical transactions of $1M each.  By year 5, it is projected that they will exchange $48M on GCX.
Banking Services Procurement
The main purpose of the online catalog of banking services is to generate significant user interest.  However, due to corporations' low turnover of banking services (about once a year) and the relationship nature of its purchase, GCX is conservatively expecting only modest revenues.  A 1% transaction fee will be paid by the seller (banks) based on the value of the banking services contract.  The online purchase of banking services through GCX will grow from 15 service packages in year 1, to 2,625 by year 5.   

VI. [bookmark: __RefHeading___Toc497838469]Product Roadmap & Growth Strategies
Product Roadmap
The goal is to roll out the product in phases, using a modular approach.  In Phase One, the product focus will be on the Foreign Exchange module, which enables greater liquidity through matching buyers and sellers.  In Phase Two, the product focus will shift to creating an online banking catalog for the leading 12 countries.  This will require local infrastructure support and thus will take time to roll out.  Finally, in Phase Three, the emphasis will be on adding the Short-Term Credit Exchange module in each of the countries.  
In terms of geographic rollout, GCX will first introduce its online exchange in those countries in which corporations face high transaction costs and most difficulty in getting funds out.  The product will then be introduced in OECD countries where the value to corporations would be lower transaction costs and increased convenience.  The geographic rollout is as follows:
· Group 1A – Brazil –Brazil possesses all the characteristics necessary to make this exchange successful. Highly regulated foreign exchange market, similar time-zone as the U.S., high transaction volumes, and large spreads.
· Group 1B - 7 countries: Central and South Americas (i.e. Mexico, Argentina, Chile)
· Group 2 – 12 countries: Pacific Rim (i.e. India, Malaysia, Thailand, Indonesia, China)
· Group 3 – 5 geographic regions: UK, US, Canada, Japan, rest of Europe
For its online banking catalog, GCX aims to provide ratings of at least 10 banks per country for the first 8 countries in group 1 by the end of the first 12 months.  GCX will initially target second-tier banks that are aggressively seeking new revenue sources to obtain banking services information for its catalog.  GCX intends to introduce its banking service catalog for only those top-tier and second-tier countries in the three groups.  Appendix C lists the regional banks that GCX will initially target.  
	Phase

	Time-frame
	Market Objective
	Foreign Exchange module
	Short-term Credit Exchange module
	Online Banking Catalog module
	Target audience

	I
	Month   
1 to 9
	Proof of concept.  Establish credibility and presence in the marketplace.
	Pilot – Brazil
Avail – group 1
	Not available
	Avail – group 1
	40 active users, 325 participants

	II
	Month 10 to 18
	Lock up key group 1 markets.
	Available - group 2 and 3 
	Pilot - 1 country Avail – group 1
	Available - group 2 and 3 
	

	III
	Month 19 to 24
	Lock up key group 2 and 3 markets.
	Available globally 
	Available - group 2 and 3 
	
	130 active users, 650 participants



Staffing Requirements
[image: ]To achieve the product goals, GCX will need to recruit key product management talent.  The following table gives the forecast for the staff required to implement this plan:
Sales and Marketing Strategy
GCX’s target market consists of CFOs and treasurers of the global 2000 corporations, heads of dealing at major institutional asset managers, non-bank dealers, and banks.  The corporate clients, who are the major initial focus of GCX, generate over $20 trillion in revenue, of which over 50% is from outside of their home country.  Thus, they generate the bulk of the foreign exchange and short-term credit transactions.  A listing of the top 100 global companies is given in Appendix F.
As with other new technology-enabled service, GCX’s client base consists of three broad categories of users:  early adopters, early majority, and late majority.  For each category, the rationale for adoption will be slightly different, and GCX will fine-tune its sales and marketing efforts to address their needs.
· Early adopters.  These organizations have the highest demand for GCX’s solution.  They consist of firms that are experiencing liquidity problems with local currency or are paying high transaction costs in emerging economies.  They may be technology-savvy and looking for ways to stay competitive.  These may account for about 10-20% of GCX’s eventual customer base.

· Early majority.  These are participants with emerging demand for GCX’s solution.  They may not have conducted enough transactions to reach a high pain threshold.  Yet, they are curious and interested in hearing about GCX’s solution.  They will want to know more about whether this is a product for them.  They will more likely require education on the benefits, technology, and functionality.  They also will need to be assured it is a proven, low-risk option.  These customers will make up about 30-40% of the eventual total.

· Late majority.  These have the least demand for GCX’s solution.  They tend to be very conservative and last to adopt new products and technology.   Also, they are highly risk adverse and would not want to jeopardize existing banking relationships.  They would participate only when the technology has stabilized and a new standard has emerged.  Thus, the direct sales cycle tends to be long, and it may be more effective to reach them through indirect sales channel and previously established relationships.  They can be convinced through GCX’s established reputation with the prior client base and the pervasiveness use of GCX in the market.  These customers will make up another 30-40% of the eventual total.

Sales Goals
A key ingredient to GCX’s success is the rapid and growing acquisition of corporate treasurers and CFOs. We also aim to aggressively pursue non-bank financial institutions as well as local banks  Currently, GCX has 10 customers who have expressed strong levels of interest in using the service.  GCX will initially target the corporate/financial clients with the most compelling needs, such as those with high transaction cost, frequency, and hassle as well as the technology savvy.
During the first year, GCX will conduct a highly concentrated direct sales effort to attract 125 high-profile corporate clients (subscribers), 200 institutional asset managers and achieve 50 active users.  This will provide a critical mass of buyers/sellers and lenders/borrowers, establish the product identity, and allow GCX to gain a foothold in the market.  Also, this core group of clients will help GCX fine-tune the functionality and provide testimonials to other companies.  To summarize, GCX’s sales goals are:
· Achieve 50 active users and 325 subscribers in year 1
· Grow to 35% market share of Global 2000 firms (or 700 subscribers) by year 3 and 20% of the market share of the 200 largest non-bank financial institutions. Companies outside the Global 2000 rankings are assumed to provide the other side of the transactions and are, subsequently, not included within our calculations.
· Reach 1,500 subscribers by year 5.
GCX will track two key indirect metrics in measuring the sales targets: subscribers and active users.  As a promotion, the $6,000 annual subscription fee is waived in the first year. Users will be encouraged to join because of the “pay-as-you-go” approach.  However, the transition from subscribers to active users will require education and training to change existing behavior and overcome established relationships with banks and other financial institutions.  The following table provides details of the sales forecast through year 7 of operations.
	
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Year 6
	Year 7

	Subscriptions
	325
	560
	90
	1300
	1700
	1950
	2200

	Active Users
	50
	144
	350
	550
	750
	788
	900

	# of countries
	4
	12
	30
	60
	80
	100
	120



Marketing Programs
Although sales will be predominantly made on a direct basis, GCX will nevertheless apply both traditional and online B2B marketing tactics to further build product awareness and complement the sales effort.  In summary, GCX will do the following:
· Work with marketing consultants and specialty agencies to assist in detailed planning of the sales and marketing campaign
· Develop a complete marketing collateral package, including a “start-up” kit with incentives for encouraging trial and instructions to get started
· Buy advertising that will be developed and placed in applicable industry journals, such as CFO Magazine and Treasury & Risk Journal, and association publications, such as TMA Journal
· Create a Web demonstration to show how easy it is to start using GCX

Staffing Requirements
[image: ]To achieve the sales goals, GCX will need to recruit key sales, marketing, and management talent.  The following table gives the forecast for the staff required to implement this plan:

Operational Strategy
GCX has developed an operational plan that is robust and flexible to adapt to changing business conditions.  The operational strategy balances cost-effective centralized capabilities with decentralized functions for localized information gathering and analysis, where necessary. 
	

	HQ
	Local Centers

	Number of Centers
	1
	20

	Location
	U.S.
	Pacific Rim (excluding Japan), Central and South America

	Functions
	· Technical Support
· Order Management
· Customer Care Coordination
· Network Operations
· Bank Services Content Analysis (U.S. only)
· Sales (U.S. only)
· General Administrative
	· Bank Services Content Analysis



Headquarters (HQ)
GCX’s HQ will provide the administrative, technical and logistical functions.  First, the Network Operations staff will provide overall leadership in technical development and maintenance of its Internet Data Centers.  The staff will also manage the general technical infrastructure for the company, including the telecom infrastructure, call center, and internal management systems.
Second, the Technical Support staff will provide internal support to the regional and local centers.  They will be responsible for the set up and ongoing maintenance of GCX’s internal systems and software.
Third, a dedicated team of Order (Fulfillment) Management personnel will be needed initially to ensure that the transactions are fulfilled properly.  This team will handle manually processed orders, i.e. those that are received via phone or fax.  Also, they will manage any order exception handling company-wide.  As GCX gains experience in handling orders and managing exceptions, the internal workflow will stabilize and these manual processes will be automated.
Fourth, GCX will coordinate the Customer Care from the HQ by providing training for new services, features and policies.  This staff will serve a secondary level of support to the local and regional centers.  Also, the HQ staff will provide support for the U.S. market.
GCX HQ will provide general administrative support company-wide such as facilities, special reporting, and customization requirements.  For example, the HQ will also direct centralized marketing efforts. Lastly, the HQ will coordinate all domestic U.S. sales efforts and bank services content acquisition, analysis, and rating.
Local Centers
GCX aims to roll out Local Centers in Group 1 and Group 2 countries, where necessary. The local centers will be used to collect information for the banking services catalogues. Where it is possible to attain that information without local presence, no local operation will be established. 
The Local Center costs will vary from country to country, driven mostly by local facilities, telecom, and labor.  We assume each Local Center will be staffed with 2 people.  The facilities and telecom infrastructure is estimated at $20,000 per month for a group 2 country and $15,000 per month for a group 3 country. 



Staffing Requirements 
To achieve the operational goals, GCX will need to recruit key operations and management talent.  The following table provides the forecast of the expansion of GCX’s operations.  By the end of year 2, all 25 centers will be fully operational.
	
	Year 1
Q1

	Year 1
Q2

	Year 1
Q3

	Year 1
Q4

	Year 2
Q1

	Year 2
Q2

	Year 2
Q3

	Year 2
Q4


	HQ
Local Centers
Total Centers
	1
0
1
	1
0
1
	1
0
1
	1
1
2
	1
2
3
	1
3
4
	1
5
6
	1
9
10



The following table gives the forecast for the staff required to implement this plan:
Based on the product roadmap, a minimum staff of 4 is needed in the first few months.  By the end of year 1, the operational staff needed will grow to 66, with over two-thirds located overseas.  By the end of year 2, an operational staff of 119 is needed.
[image: ]
Development and Technology Strategy
GCX is partnering with Ashton Technology Partners to develop the technology for the half-hour auction and the open-call markets. Other providers of the these types of technology, or part thereof are: The Arizona Stock Exchange (AZX) and State Street’s Advanced, and Posit (Part of ITG). Ashton, in collaboration with our own team of technology experts is custom tailoring the products to meet the needs of our clients. 
Core technology components
GCX’s core capabilities are its commerce (Electronic Exchange) and its proprietary content (Online Catalog).  These two capabilities are not highly defensible as they do not create a captive audience.  Thus GCX will incorporate “captivation” modules to create higher switching costs.  These “captivation” modules are software and application tools that make it more difficult for GCX’s customers to switch to another vendor.  Examples include:
· Integration Module – This provides data integration with the Treasury systems and makes the process more seamless for the users.  Ease of use creates switching barriers once the users get accustomed to a certain routine.
· Collaboration Module – This provides tools for the CFO and/or treasurers to have better control of their subsidiaries’ activities by facilitating document exchange, communication, and decision-making.
· Personalization Module – This provides CFOs and treasurers with tools to customize their view of information.  The idea is to create capture the users’ preferences and get them used to a certain routine for accessing content regularly on the GCX site.
Security
GCX will add specific features to address security and privacy concerns.  For example, it will integrate with security software providers such as Verisign and/or eTrust to maintain full security and confidentiality.   
Development Roadmap
To address the immediate needs for rapid time to market, GCX will purchase the auction and the open-call trading engine from vendors such as AZX, Advanced Auctions, and Ashton Technology. In parallel to this process, GCX will work with key recruiting agencies to expedite the hiring of key technical and management staff.  
To ensure a smooth roll-out, GCX will adopt a rigorous proof-testing methodology, developed with an outsourced web consulting firm.  The development process will be milestone-driven, with detailed schedules, deliverables, and documentation to ensure a smooth transition from the third-party firm to GCX’s in-house staff.  GCX has defined this phased development approach as described below.  
	Phase

	Time-frame
	Milestone
	Who Leads Development
	Foreign Exchange module
	Short-term Credit Exchange module
	Online Banking Catalog module

	I(A)
	Month   
1 to 2
	Comprehensive Front-End Demo
	Third-party firm
	Full feature set
	Full feature set
	Full feature set

	I(B)
	Month   
1 to 4
	Prototype
	Third-party firm
	Limited functionality
	Not available
	Limited functionality

	I(C)
	Month   
2 to 9
	Version 1.0
(month 7:  
1st transaction)
	Third-party firm
	Full functionality
	Not available
	Full functionality

	II
	Month 
10 to 18
	Version 2.0
(month 15:  
1st transaction)
	GCX In-house staff in collaboration with Third-party firm.
	Full functionality
	Full functionality
	Full functionality



Staffing Requirements
[image: ]To achieve the development goals, GCX will need to recruit key technical and engineering talent.  The following table gives the forecast for the staff required to implement this plan:
Partnership Strategy
Business Partners
To enhance its banking services catalog, GCX will seek to partner with other premier providers of market research and education for the financial services industry, such as Standard & Poor’s and Phoenix-Hecht. For financial information, GCX intends to partner with the major information providers, such as Reuters and Bloomberg.
Among the many partnerships that have been discussed, Gen3Partners[footnoteRef:5], Ashton Technology Partners, State Street’s Advanced Auctions, VMAC, and Standard & Poor’s are the highlights. [5:  Gen3Partners was established in 1999 through the combination of Treacy & Company, a strategy consulting firm, Sims Worldwide, systems integration experts, and a group of entrepreneurs. Gen3Partners architects and builds Internet-enabled businesses.] 

GCX also aims to partner with the major treasury work station providers in order to make the process of entering transaction records into these recording systems as seamless as possible. In this way, transactions that have been consummated on GCX will be automatically entered into each company’s treasury workstation.
Staffing Requirements
[image: ]To achieve the partnership goals, GCX will need to recruit key business development talent.  The following table gives the forecast for the staff required to implement this plan: 

Growth Options
GCX has the following options for growth
· Expansion beyond Global 2000 corporations and 200 largest non-bank financial institutions– Once it has established a stronghold in the marketplace, GCX can expand its target customer base to include organizations with lower ratings.  For such companies, GCX will slightly modify its product offering to enable these companies to pool their borrowing and lending transaction amounts to minimize risks.  In addition, GCX will require these companies to purchase additional credit enhancement.
· Additional Product Enhancement– Currently, GCX’s online exchange for currencies is focused only on spot transactions.  GCX can expand its product to also include forward transactions.
· Horizontal expansion– Once GCX has proven its product concept in the banking services industry, it expects to expand into new financial services markets such as corporate insurance.  The corporate insurance market is currently served by two dominant brokers (AON and Marsh McLennan) who obtain and aggregate pricing information from various insurers and then resells insurance products to corporations.  
· Geographical expansion to other countries – Currently GCX does not intend to expand its banking services catalog to more than 25 key countries because of the costs involved in setting up operations.  However, if GCX finds an alternative method to obtain banking services information, it plans to expand the number of countries that is covered in its catalog.
[bookmark: __RefHeading___Toc497838470]VIII.	Management Team
Barry D. Romeril, Chairman (Non-Executive)

Barry D. Romeril is the Vice-Chairman of the Board of Directors and Chief Financial Officer of Xerox Corporation, with the overall responsibility for finance, treasury, tax and audit, as well as its internal services and real estate operations. Mr. Romeril is also a Director of Fuji Xerox, an $8 billion, 50/50 joint venture between Xerox and Fuji Photo Film of Japan. Before joining Xerox in 1993, Mr. Romeril was the Group Finance Director of British Telecommunications Plc. in London. Prior to joining BT, Mr. Romeril spent three years with BTR and 14 years with Imperial Chemical Industries. Included in assignments for these London-based companies were two in the United States, 1985-87 as chief financial officer for BTR, Inc., and 1976-78 as assistant treasurer of ICI Americas. Mr. Romeril has also worked in the Middle East and India.

Mr. Romeril is a non-executive Director and remuneration committee member of Billiton Plc, a major multinational mining company and a FTSE 100 company quoted on the London Stock Exchange, and a non-executive Director and Chairman of the audit committee of The Concours Group. Until its acquisition in September 1998, Mr. Romeril was a non-executive Director and Chairman of the compensation committee of United States Surgical Corporation, a premier medical appliances multinational. Earlier non-executive directorships include Comcast U.K. Inc. where he was chairman of the audit committee. Mr. Romeril is a member of the Council of Financial Executives of The Conference Board, a worldwide business organization based in New York City. He is a board member of the Private Sector Council, a Washington-based organization of U.S. companies that makes recommendations on improving government efficiency. He is also a board member of the Statue of Liberty and Ellis Island Foundation.

Mr. Romeril, a British citizen, graduated from Oxford University in 1966 with an honors degree in PPE (Politics, Philosophy and Economics). He is also a certified accountant and a Fellow of the Association of Corporate Treasurers. He has two sons who live in England.

Vidar Jorgensen, Founder & Director
Vidar Jorgensen is the Chairman of WRA Group and the founder and CEO of three conference and business research organizations: the World Congress (which owns and manages the World Economic Development Congress), the Center for Business Intelligence, and the World Research Group.  Mr. Jorgensen has founded the National Managed Health Care Congress, National Community Service, Inc., and financed American Management.  He graduated with a BA in Political Science from Harvard University and participated in social science research with professors from MIT and the University of Pennsylvania.
Shahin Shojai, President and CEO
Shahin Shojai was formerly President and Chief Executive Officer of WRA Group, a World Congress subsidiary.  Prior to joining the WRA Group, he was the Director of two Institutional Investor think tanks, the European Institute and the Global Fixed Income Institute, which respectively represented the CEOs and Global Heads of Fixed Income of the 90 largest institutional asset management firms in the world.  As the Director of European Institute, Shahin represented the views of the CEOs with control over $4.2 trillion of assets under management. In this capacity, Shahin became familiar with the needs of the buy-side community and was able to superimpose that need onto treasurers. Consequently, the combination of Shahin’s knowledge of Electronic Crossing Networks (ECNs) and the buy-side needs caused Shahin to invent the GlobalCashExchange.com. Mr. Shojai has been on the editorial board of Briefing Notes in Economics and Management Buyout Review, and has been a consultant to leading investment banks in the areas of risk management, financial innovations, mergers and acquisitions, and asset allocation.  He has also been a consultant to multinational firms investing in Eastern Europe and former CIS countries.  Mr. Shojai was a visiting professor of Finance at the American University in London, with the overall responsibility for the finance department. He has also held visiting or full professor appointments at Syracuse University, Paris Graduate School of Management (Groupe ESCP), University of Paris IX – Dauphine, Institute of European Studies (University of London), London Guildhall University and Boston University. Mr. Shojai holds a BA in Finance and an MBA in Finance from the City University Business School in London and a Ph.D. in Finance and Industrial Economics from the University of Nottingham.

Peter Ickes, Acting Chief Operating Officer
Mr. Ickes is currently a Vice President at Gen3 Partners, a B2B Internet strategy and implementation company, responsible for financial services systems. Prior to joining Gen3Partners, Mr. Ickes was a Senior Manager at Braxton Associates/Deloitte Consulting Group. Previously, Mr. Ickes was Director of Information Technology at Cowles Media Company. Mr. Ickes has also held strategy, planning and business development positions at IBM, Pioneer Standard Electronics and Data General Corporations. Mr. Ickes brings with him over 20 years of experience in the fields of finance, technology and strategy. Mr. Ickes received a BA from Dartmouth College, MFA from Temple University, and MBA from the University of Massachusetts.
Eleanor Bloxham, Chief Information Officer
Prior to founding The Value Alliance, Eleanor Bloxham was in charge of the Global Value Management for Financial Services Practice of KPMG. She has held executive positions at Prudential Insurance Company and Bank One.  Ms. Bloxham has been a pioneer in introducing performance measurement and economic value management concepts to financial services firms in North America. She has over 18 years of experience advising major global financial institutions in performance measurement, economic value management, balanced scorecard, capital allocations, risk management, strategic decision making, and performance based compensation.  Ms. Bloxham has spoken at more than forty conferences and lectured at Stanford University, Ohio State University, University of Wisconsin and University of Washington.  
Gene Muller – Acting Chief Technology Officer 
Gene Muller is a Chief Technical Architect at Gen3 Partners.  As such he works as the Chief Architect on project teams that are creating, designing, and launching Internet businesses. Immediately prior to Gen3 Partners, Mr. Muller was a Senior Technical Consultant at Internet Business Advantages, Inc.  In this role, he architected, designed, and delivered numerous Web applications, several of which were published in trade journals. Mr. Muller has been involved in the system development process since 1977, as an architect, manager, and developer.  This experience has been in both product development, as well as customer specific solutions.  This experience has spanned multiple technologies, including internet, client/server, and legacy systems. Mr. Muller began his career with Index Systems, Inc, a management consulting and system development firm,  involved in the design and development of systems for the Investment Management community.  He was project manager and technical leader for an investment management decision support system used by portfolio managers at a number of large investment banks. Mr. Muller left SEI to join Index Technology Corporation, a spin-off from Index Systems, where he was a development manager responsible for Excelerator, a Computer Aided System Engineering (CASE) design tool, and other complementary products. Mr. Muller has also worked with CASE Engineering group at Bull Worldwide Information Systems and Broadway and Seymour’s Asset Management Services group. Mr. Muller received his BA in Mathematics from Boston College.
Keith Horrigan, VP of Derivative Products
Keith Horrigan was, until June of this year, Vice President and Senior Foreign Exchange Derivative Dealer at Bank One, where he was responsible for construction of both short and long-term strategic positions and analysis of global economic and political trends for determination of optimal hedging strategies. Mr. Horrigan joined Bank One when the firm merged with First National Bank of Chicago. Mr. Horrigan began his career at First Chicago in May 1993, as an investment advisor and subsequently  joined the Foreign Exchange and derivatives team. Mr. Horrigan has a BA in Economics from Fordham University.
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Donald R. Hollis
Mr. Hollis is currently President of DRH Strategic Consulting, Inc. which assists clients in developing strategies for leveraging technology and quality practices to improve payments related transaction processing products as well as in finding appropriate acquisitions.   His clients have included NCR, Tandem, Unisys, Cash Station, First National Bank of Chicago, S.W.I.F.T., Edify Corporation, Deluxe Corporation, SAIC and others. From 1981 to 1996 Mr. Hollis was an Executive Vice President of First Chicago Corporation responsible for its technology leadership (CIO) and its commercial transaction processing businesses.  He continues to work closely with its ANEXSYS subsidiary. Mr. Hollis was a Vice President and Group Executive of Chase Manhattan Bank from 1971 to 1981.  He also served as a Director, General Manager and Chief Operating Officer of Interactive Data Corporation, a Chase subsidiary, and as a Director of a number of other technically based Chase subsidiaries.  He was frequently involved in buying and selling I.T. companies. From 1959 through 1967, Mr. Hollis held various data processing responsibilities at the Glidden Company, and became Director of Corporate Systems for SCM Corporation when Glidden and Smith-Corona Marchant merged in 1967. Mr. Hollis serves on the Executive Committee of the Illinois Institute of Technology's Board of Trustees and the IITRI Board of Governors.  He is on the Board of Trustees of Advocate HealthSystem.  Mr. Hollis is a Director of Deluxe Corporation, TriStrata Security, Inc., SensCom, QuickStream Software,  Global CommerceZone, Inc. and Open Port Technology. Mr. Hollis has served on the Board of Advisors for Bankers Magazine and on the New York Federal Reserve Banks Payments Risk Committee.  He is a former Chairman of the Executive Committee of the American Bankers Association's Operations and Automation Division, is past President of the National Association for Check Safekeeping, past Chairman of the American Management Associations Information Technology Counsel and has served on CBOE, ABA, NACHA and BankWire task forces.
Mr. Hollis graduated from Kent State University with a B.S. in business administration.
Andrew Krieger
Mr. Krieger has been Managing Director, principal shareholder, and President of Deerhurst Management Company and its affiliates, Deerhurst Asset Management and Northridge Capital Management,  since 1988, when he founded the company. Prior to founding Deerhurst, Mr. Kreiger was the portfolio manager in charge of foreign exchange trading at Soros Fund Management. Previous to Soros Fund, Mr. Krieger was a vice president and global head of currency options trading at Bankers Trust company. Mr. Krieger began his career in foreign exchange trading at Salomon Brothers, where he joined in 1984. Mr. Krieger hasa BA, MA, and MBA from the University of Pennsylvania. 
Martin Marx
Mr. Marx has over 20 years of experience in London and New York where, most recently, he was the Managing Director of Salomon Smith Barney responsible for global oversight of the Foreign Exchange department (over 100 employees). The development of this frenchise resulted in unprecedented growth in revenues in Europe, Asia and North America. Mr. Marx graduated from the City University in London with a B.S. (Hons) in Economics.
D. Sykes Wilford
Mr. Wilford is the Chief Investment Officer of CDC Investment Management Corporation (CDC Investments), responsible for CDC Investments’ various product lines, sales and client services functions and risk management. Prior to joining CDC Investments in May 1997, Mr. Wilford was the Chief Investment Officer of Bankers Trust’s Private Bank and Managing Director of Bankers Trust’s Global Investment Management. Previously Mr. Wilford held the position of Managing Director of Chase Manhattan Bank N.A. as global component executive for the Portfolio Strategies Group in the Risk Management Sector of the Bank. In this function he was responsible for developing and managing the Bank’s Global Enhancement Management business and chairing its Investment Committee in London. Prior to that, Mr. Wilford directed Chase’s Global Commodity Risk Management and European Index Linked Derivative Products businesses and was Director of the Chase Europe Development Institute as Head of Chase’s global Treasury product development and education efforts. Mr. Wilford was an Economist with the Federal Reserve Bank of New York, as well as Chief International Fixed-Income Strategist for Drexel Burnham Lambert in London.
Mr. Wilford, whose main research interests are monetary economics and international finance, has written in both the academic and popular press. His articles have appeared in research journals such as the American Economic Review and the Journal of Finance, as well as many market oriented publications. He has both authored and edited several books, ranging from economic policy in developing countries to Managing Financial Risk. Mr. Wilford has been a visiting faculty member at several universities, including New York University, Pace University, L’Universite de Saint-Louis in Brussels, Belgium and The University of New Orleans, and presently he holds visiting professorships at City University of London. Mr. Wilford received his Ph.D. in Economics from Tulane University in New Orleans in 1976, his M.S. in Economics from Vanderbilt University in 1973 and his B.S. in Economics from the University of Tennessee in 1971.
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3. Financing Needs
Gaining the critical mass to execute an exchange model is essential.  Although we believe we have unique corporate relationships to gain a foothold, GCX needs to aggressively execute its strategy in order to grab first mover advantage.   
4. Net Income
[image: ]Attracting market share and gaining an established network of users will come at the expense of near-term profits.  Although we lose $17M in the first 2 years, we expect to experience a significant turn-around in year 3 as we realize profits of $13.8M.   By year 5, profits are expected to grow to $108M.
5. Revenues
The core sources of revenue, the foreign and short-term exchanges, are expected to generate 95% of overall revenue by the 5th year.  Our subscriber base is projected to rapidly increase from 50 in year 1 to 1,500 by our year 5.  Revenue projections are modest for the first year at $1M.  However, this quickly changes as revenues grow to $268M by year 5, and to $523M by year 7.
[image: ]GCX is projected to penetrate 15% of the FX transactions of Global 2000 companies by year 5.  This translates to $1.5T of the $10T annual FX transactions exchanged on GCX.

6. Costs
Our attempt to gain first mover advantage will come through aggressive sales and marketing, and the development of the website.  Building and maintaining a stable Internet exchange is essential in securing our customers trust.  Therefore, we intend to heavily invest in our initial infrastructure and attract the best business and technology professionals.
[image: ]Cost of service consists primarily of expenses associated with customer support and site operations. Sales & Marketing will comprise between 35-45% of operating expenses. Product management and Engineering consists of costs associated with research and development, and website construction.  The initial costs of the website construction are allocated between cost of service, product management, and engineering.  General and Administrative consist primarily of overhead, employee and facilities costs, and the finance division. 
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Appendix B: Potential Threats
7. Large Banks
As the dominant current suppliers, large banks are the most obvious threats to GCX.  However, they are likely to be only distant threats to GCX because: 
1) Large banks will not be able to match the favorable pricing that GCX will provide to corporations.  Because of their high cost structure, banks will not be able to execute foreign exchange and credit transactions at or close to the mid-point of bid-ask spread that corporations will receive on GCX. 
2) Large banks are huge organizations that are not able to move quickly to counter changes or threats in their marketplace (example: the commercial paper market).  GCX’s ability to move quickly will enable it to gain valuable momentum in the market and draw the most users to its service. To counter GCX, banks would need to change their fundamental business model and accept close to zero revenues from their FX and short-term credit businesses. This would inevitably lead to internal conflicts that are likely to slow banks even more.
3) Large banks will not be able to quickly or easily replicate GCX’s catalog of banking services because banks consider such information proprietary and have historically fiercely resisted from sharing such information with their corporate clients.  
4) Banks’ relationships with their largest corporate clients have deteriorated in the last 5 years.  WRA’s market research has found that most large corporations are wary of the high charges that their banks have imposed for basic banking services.  Corporations are looking for ways to offset the market power of their banks. 
5) Banks do not provide the neutrality and impartiality that many corporate customers would want in a banking services exchange and ratings service.
6) They can easily participate in an already existing exchange.
8. Existing or Announced Online Foreign Exchange Companies 
Niche online foreign exchange companies are potential threats to GCX because they already have systems in place to handle high volume financial transactions, and are still small enough to be able to quickly adapt their business model to include a banking services exchange and catalog.  Examples of niche foreign exchange companies include CMC Group, MG Financial Group, MatchbookFX, and Sonnet Financial.  Newer e-commerce entrants include Currenex, CFOWeb, FXALL, and Bloomberg/Bear Stearns with their BSFX product.
However, their threat to GCX is mitigated by the following factors: 
1) The focus of most of these exchanges is to help treasurers in their dealings with dealers. GCX aims to allow other corporations to participate on the exchange as buyers as well as sellers.
2) These exchanges are predominantly focused on transactions on very hard currencies. GCX’s focus is on weaker softer currencies.
3) GCX’s hope is that these exchanges are able to combine over time and create a central pool of liquidity. In that way transactions that are not matched on GCX can be passed onto another auction site for foreign exchange.
9. Other Types of Financial Exchanges
Other financial exchanges, particularly those that participate in equities trading, are potential threats to GCX because of their technology expertise, their recognizable brand name in the financial services industry and their ability to fund a new offering in the banking services marketplace.  Among financial exchanges, electronic communications networks (ECNs) such as Instinet, Island and Archipelago would be the most formidable competitors because of their recent success in the equities trading market.  
Their threat is mitigated by the following factors: 
1) They do not have relationships with corporate treasurers who are the key decision-makers for procurement of banking services
2) They do not posses the research expertise that GCX has established in the banking services industry.  This research expertise is crucial to creating a comprehensive online catalog.
3) Their primary focus for now is on the equities market, which is a highly competitive market.  Therefore, they are unlikely to focus their attention on the banking service industry in the immediate future.
10. Financial Information Providers
Financial information providers such as Bloomberg, Reuters and Telerate are potential threats to GCX because they already possess the technology tools to create an exchange and the staff expertise to provide research coverage of banking services.  
Their threat is mitigated by the following factors: 
1) Although treasurers use services provided by these companies on a daily basis, these companies do not have strong relationships with treasurers.  This is because purchasing of financial information services are typically made no more than once a year and are handled by lower level corporate managers.  
2) Similar to large banks, leading financial information providers are large organizations that tend to move slowly.  For example, Reuters was blindsided by the emergence of other ECNs (such as Islands) in equity trading in the last two years.  Bloomberg and Telerate have been unable to leverage their strength in providing financial information and analytics to build strong trading and execution capabilities.  Reuters has been slow to leverage the core expertise of Instinet, its equities market price determination and execution tool, to counter threats by the newer ECNs such as Island and Archipelago. 
11. Technology Providers and E-commerce Companies
Technology companies such as Ariba and CommerceOne and e-commerce companies such as Bolero and Cpmarket.com pose a potential threat because they can leverage their technology expertise to quickly create a banking services exchange.  Cpmarket.com is providing a platform for investors to purchase commercial paper directly from issuers.  Their threat to GCX is mitigated by the following factors: 
1) They do not have relationships with corporate treasurers who are the key decision-makers for procurement of banking services.
2) They do not posses the research expertise that GCX has established in the banking services industry.  This research expertise is crucial to creating a comprehensive online catalog.
3) Unlike GCX, other e-commerce companies are focused only on specific niches within the financial services industry.  GCX not only enables corporation to save on bank fees, it also enables companies to solve the complex, yet critical need of repatriating cash from restricted economies.


Appendix C: Largest Asset Managers & Banks
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Appendix D: Key Contacts of the WRA Group
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Appendix F: Process Comprisons
1. Current process for conducting Forex Transactions
[image: ]
2. The GCX Transaction Flowchart
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[image: ][image: ]

[image: ]

Appendix G: GCX Functional Requirements 


We have identified the following specific functional requirements:

· User Interface
· Home Page
· WEB based
· Public Internet and Private Intranet accessibility
· Secure Authentication (probably a one-time-use cipher)
· User Screens
· Fully & dynamically configurable by users
· Ability to access and support both types of trading engines concurrently
· Demonstration of Reserve Book and Limit Order capabilities
· ‘Fail-safe’ features to protect use and transactions
· ‘Real time’ approval to trade including credit limit reporting
· Ability to support and organize external sources of real time and historical information
· Ability to receive and respond to inputs from back office systems
· Telecommunications links to GCX trading Hub
· GCX  trading router/manager including Trade Request Database
· Demonstration of access to, and use of the two types of trading engines
· Continuos market
· Crossing auctions
· Access to and demonstration of the VMAC Trading Assurance services
· Demonstration of interaction with settlement and clearing service(s)
· Standard adapter/interface between the Settlement/Clearing engine to users’ back office systems
· Standard adapter/interface between users’ back office systems and users’ screens
· Description of GCX ‘back office’ systems
· Description of proposed GCX trade recording and audit function
[image: ]


Glossary

Backstop Facility – A back-up line of credit established at a bank to ensure that a company has adequate funds to repay its borrowings in the event it is not able to rollover its commercial paper.
Basis Point - A measurement of fluctuation of an investment, equal to 1/100 of one percent.
Commercial Paper - A short-term unsecured debt instrument (less than 9 months) that is publicly issued by large, creditworthy companies to finance their current operations
Forward Transaction - A forward transaction requires delivery at a future value date of a specified amount of one currency for a specified amount of another currency.  
Interbank Rate – The rate at which banks trade with each other.
Spot Transaction - A spot transaction requires almost immediate delivery (2 working days) of foreign exchange.  

Frequently Asked Questions

During our many discussions with experts in the fields of finance and B2B exchanges, we were asked the following questions. In order to be proactive, we have decided to answer some of those questions within this business plan. This section aims to answer some of those frequently asked questions. For the purpose of simplicity, we have categorized the questions.

A.   Liquidity
1.	What happens if there is not enough liquidity in the market?

The need for liquidity within GCX is expected to be substantially less than within the equities market. This proposition is based on two factors: 
· The half-hour auction - should help increase liquidity. Within such auctions about 30 participants should be enough to create necessary level of liquidity. Given the already standardized nature of spot FX transactions, the likelihood of liquidity is high. Where immediacy is more important, the continuous market can be used.
· The softness of the currency - makes it difficult to repatriate the funds and results in very large bid/offer spreads. There would, therefore, be less focus on liquidity and more on the ability to repatriate the funds. Even with low liquidity on GCX, companies should be able to save 40-45 bps on each transaction. The reason is that their corporate counterparts are also in the market to save rather than make money from this transaction.
· The average size of these transactions  - also reduces their market impact. We expect that the average transaction size on GCX to be between US$700,000 to US$1,000,000. Within the equities markets, on the other hand, institutional transaction sizes can range between $150 M and $1 bln. The smaller average size of the transactions also substantially reduces the market impact of each transaction. We, therefore, believe that around 40 participants, 20 buyers and 20 sellers, should be enough to create the necessary liquidity in very soft currency markets.

2.	How can you compete with banks for liquidity?

GCX does expect banks to participate in this market. What we are certain of, however, is that banks, that are currently used to charging very high spreads, will find it hard to compete with other corporations. Where there is no demand from the corporate sector, banks can continue to provide the current level of liquidity within the market.

3.	What happens if there are more sellers than buyers?

In situations where there are more sellers than buyers, we will have a greater number of unmatched transactions. In that case, the unmatched offers will be passed on to other pools of liquidity. Furthermore, the capital movement trends of local players should not be exactly the same of overseas companies. For example, Brazilian companies should be able to inject some added liquidity to the system. 
4.	What happens if all the companies do is compare the prices on GCX with that of the market and actually not transact?

Most exchange start of like that, but once the participants see the potential savings of this exchange and find out that they cannot match those in the OTC market, they will actually transact.


B.   Competition

1.	What happens if banks create a similar exchange?

Given the likelihood of most transactions being consummated at the mid-point of the inter-bank rates, banks will find it hard to beat the rates on this exchange. Banks will find it very hard to forgo the current spreads they charge to compete with GCX.
2.	But banks will not stand by and watch their market being taken away from them.
That is the same argument put forward when the commercial paper market started. Banks were unable to prevent corporations from lending directly to one another. The response from the banks was that they never made much money in that market anyway, so they were actually happy that the CP market was created.
More recently, Standard & Poor’s has stated that they do not need backstop facilities from banks in order to provide ratings on commercial paper. The reaction of banks was, once again, the same. We never made much money out of this market and we are actually happy to be able to leave this market.
3.	What about the loyalty of companies to banks?
Whilst some banks and corporations have loyalties towards each, they do get tested once in a while. For example, in recent years many banks have placed large corporations under pressure to meet their pre-set basis points coverage. Corporations would also not have banks compete with each other in order to obtain the best borrowing or forex rates if they were fully loyal to their banks. In either case, all  GCX aims to do is to allow other companies to also bid for this foreign exchange need. Banks will be given a run for their money by other corporations.
4.	Will banks be allowed to participate in this market?
Absolutely. The only addition is that they will be competing with other companies for forex and short-term credit instruments. Although it would be highly unlikely that they can beat the corporates and non-bank financial institutions, they are more than welcome to try.
5.	What about other providers such as ECNs or Sonnet Financial
There is no reason why other ECN or information providers cannot enter this space, except that they are still far too focused on making their mark in the equities markets. There is not as yet a truly successful ECN within the equities markets, mainly due to the tremendous need for liquidity that was described above.
Sonnet Financial is very different to GCX mainly because it is an aggregator. It simply combines many smaller transactions, packages them together and tries to obtain a better rate for the participants. It can at best achieve the inter-bank rate while GCX tries to get in the middle of that rate. Furthermore, Sonnet’s main focus is the very hard currencies while GCX will initially focus on emerging economies.
6.	Who else is out there that you should be concerned about?
Currenex.com, FXALL.com & Cfoweb.com– allow banks to either continuously feed prices for buying and selling currencies or bid for offers made by corporations and money managers. They are mainly focused on making the process of dealing with banks easier. CFOWeb and FXAll are not auction markets. They allow only for continuous market making on the web by banks. Once again, GCX tries to beat the inter-bank rate while these exchanges attempts to at best match it.
FX Matchbook – Allows transactions among buyside participants as well as with the banking institutions. Their focus is hard currencies at the interbank rate. It is as yet not clear how they intend to distinguish themselves from FXAll and the rest.
BSFX – established by Bear Stearns and Bloomberg is also focused on making the transaction process smoother. It does not allow other banks to participate. Only Bear Stearns rates are available. It is, therefore, not as useful as Currenex.com and is consequently an even weaker competition for GCX.
ECredit.com – focuses on the US market and fails to meet the needs of corporations within emerging markets. It is aiming to some extent go head-on with the CP market, but at a lower rating.
This was by no means an exhaustive list, but should highlight the weaknesses of even the strongest competitors to GCX.
C.   Regulations
1.	Aren’t you worried about regulations in foreign markets?
Although we can not be complacent, we feel that the structure of the transactions taking place on this exchange should actually benefit rather than hinder central bank forex reserves management.
Firstly, since the transaction is consummated in the US, as a domestic transaction, and Brazil, no money actually leaves the country, unless there is a true FDI inwards or outwards. This helps reduce the volatility of capital account and forex reserves of the central bank.
Secondly, these transactions are very similar to the parallel loans of the early 1970’s, where a French company would borrow in France and exchange it with a Sterling borrowing of a UK company. This market later evolved into the swap market. Given that the swap market is not as yet regulated, we feel that GCX will also fall under the jurisdiction protection of the swap market.
We have also discussed the legal issues associated with these type of transactions with some of leading legal experts and they agree that we will fall under any regulatory jurisdictions.
D.   Credit Risk
1.	How can you make the companies to feel comfortable with the counterparty risks involved?
· Within the forex transactions, the risks are very small, if any. The escrow service ensures that no party is paid without providing the other side of the transaction. This way the escrow service ensures zero risk of non-payment. To further provide security for participants, the escrow service will also be insured.
· A revolving underwriting credit enhancement facility will cover the short-term credit instruments. Companies are already used to this type of facility, as they use them for asset-backed securities and commercial paper issuance. 
2. How do you think companies will feel about transacting with local players?
· It should be realized that only the highest rated local companies would be permitted to transact on GCX. Their credit worthiness will be determined by Standard & Poor’s and they will be insured by VMAC. The only difference is that they will be required to pay for the cost of coverage, as the fees for insuring these companies would be much higher than the Global 2000 companies.

E. Technology
1. Are you planning to build or buy?

Unlike most other B2B markets, where the transaction technologies became possible within the post-Internet era, financial exchanges have around for some time. We, therefore, do not feel the need to recreate the type of the technology that has already proven that it capable to meet our needs, criteria, and flexibility. Technologies like those provided by AZX,  State Street, and some of the others that have been mentioned match the needs of GCX very closely and we do not feel that we need to reinvent the process internally. These technologies have been proof-tested within the equities markets, which tend to have much larger volumes and are not very expensive to purchase.

F.   Protecting your space
1.	How can you protect your space from competitors? 
Although we have dedicated a large part of this business plan to covering the issues related to protecting our space, we will highlight some of the major points here.
· Creating a single source of information for treasurers. 
· By keeping our costs to the minimum, we should be able to increase the barriers to entry.
· The listing and ranking of distinct banking services is not an asset possessed by most other companies.
· Very direct access to treasurers and their perception of our neutrality.
· First-mover advantage.
G. Partnerships
1. What are the benefits of establishing partnerships?
Our goal at GCX is to establish partnerships with other organizations within the fields of finance, strategy, insurance, and technology. Through the establishment of partnerships with some of the most respected organizations in the world, we should be able to avoid the many pitfalls that organizations face during the process of establishing a successful B2B exchange. 
2. Have you been able to establish any types of strategic partnerships?
We have been fortunate to establish relationships with many significant players within this field. Among the highlights are: Gen3Partners, who are helping us focus the product and how it will be rolled-out, State Street’s Advanced Auctions, who probably possess the best technology for our auction and the backing of one of the world’s most respected financial institutions, Ashton Technology Partners, who possess one of the best reserve-book limit-order execution tools in the market, Standard & Poor’s, the world’s leading corporate credit rating agency, and VMAC, who have patented the revolving credit enhancement facilities.
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Design of the User Interface

The User interface will combine the best characteristics of EBS and the Reuters Dealing systems.
[image: ][image: ] 
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3

               

 

4

               

 

5

               

 

6

               

 

7

               

 

Trainers

1

               

 

2

               

 

3

               

 

4

               

 

5

               

 

5

               

 

5

               

 

Online & Telesales

Manager - Online & Telesales

1

               

 

1

               

 

2

               

 

3

               

 

3

               

 

3

               

 

3

               

 

Telesales Executives

-

            

 

3

               

 

6

               

 

8

               

 

10

             

 

12

             

 

14

             

 

Lead Qualification Executives

-

            

 

1

               

 

5

               

 

8

               

 

15

             

 

18

             

 

21

             

 

Sales Administration

Sales Administration Executives

1

               

 

1

               

 

3

               

 

4

               

 

4

               

 

4

               

 

5

               

 

Total Sales Personnel

10

             

 

23

             

 

45

             

 

62

             

 

78

             

 

86

             

 

95

             

 

Marketing

Year 1

Year 2

Year 3

Year 4

 Year 5

 Year 6

 Year 7

Vice President - Marketing

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

Intl Marketing Manager

1

               

 

2

               

 

2

               

 

3

               

 

3

               

 

3

               

 

3

               

 

Admin. Support

1

               

 

1

               

 

1

               

 

2

               

 

2

               

 

2

               

 

2

               

 

Investor Relations Manager

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

Industry Analysts

1

               

 

4

               

 

5

               

 

6

               

 

7

               

 

8

               

 

9

               

 

Public Relations Manager

-

            

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

Marketing Communications Manager

-

            

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

Interactive Marketing Manager

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

Total Marketing Personnel

6

               

 

12

             

 

13

             

 

16

             

 

17

             

 

18

             

 

19
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Operations

Year 1

Year 2

Year 3

Year 4

 Year 5

 Year 6

 Year 7

Vice President - Operations

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

Admin. Support

1

               

 

1

               

 

1

               

 

1

               

 

2

               

 

3

               

 

4

               

 

Technical Operations

Manager, Corporate Network Operations (HQ)

1

               

 

1

               

 

2

               

 

2

               

 

2

               

 

2

               

 

2

               

 

Corporate - Network Engineers

4

               

 

8

               

 

12

             

 

16

             

 

18

             

 

20

             

 

22

             

 

Corporate - Fullfilment Engineers

2

               

 

4

               

 

6

               

 

7

               

 

9

               

 

11

             

 

13

             

 

Corporate - Tech Support

2

               

 

2

               

 

4

               

 

8

               

 

10

             

 

12

             

 

14

             

 

Manager, International Operations

1

               

 

1

               

 

2

               

 

2

               

 

3

               

 

3

               

 

3

               

 

Intl - Network Engineers

1

               

 

2

               

 

4

               

 

5

               

 

7

               

 

9

               

 

11

             

 

Intl - Fullfilment Engineers

Intl - Fullfilment Engineers

2

               

 

4

               

 

6

               

 

8

               

 

10

             

 

12

             

 

14

             

 

Intl - Tech Support

4

               

 

8

               

 

13

             

 

16

             

 

19

             

 

22

             

 

25

             

 

Customer Care

Manager - Domestic Customer Care

1

               

 

1

               

 

2

               

 

2

               

 

2

               

 

2

               

 

2

               

 

Senior Support Executive

1

               

 

2

               

 

4

               

 

6

               

 

6

               

 

8

               

 

10

             

 

Analyst

2

               

 

3

               

 

4

               

 

5

               

 

5

               

 

7

               

 

9

               

 

Manager - Intl Customer Care

2

               

 

6

               

 

6

               

 

6

               

 

6

               

 

6

               

 

6

               

 

Senior Support Executive

24

             

 

44

             

 

49

             

 

59

             

 

64

             

 

69

             

 

74

             

 

Analyst

15

             

 

25

             

 

30

             

 

35

             

 

40

             

 

45

             

 

50

             

 

Documentation

Manager  - Documentation

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

Tech Writer

-

            

 

1

               

 

1

               

 

2

               

 

2

               

 

2

               

 

2

               

 

Web Master

-

            

 

2

               

 

2

               

 

3

               

 

3

               

 

3

               

 

3

               

 

Graphics Specialist

1

               

 

2

               

 

2

               

 

3

               

 

3

               

 

3

               

 

3

               

 

Total - Operations Personnel

66

             

 

119

           

 

152

           

 

188

           

 

213

           

 

241

           

 

269
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Engineering / R&D

Year 1

Year 2

Year 3

Year 4

 Year 5

 Year 6

 Year 7

Vice President & Chief Technical Officer

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

Admin. Support

-

            

 

1

               

 

1

               

 

2

               

 

3

               

 

3

               

 

3

               

 

Product Development

Director - Product Development

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

Manager - FX Engineering

1

               

 

1

               

 

1

               

 

2

               

 

3

               

 

3

               

 

3

               

 

Developers

1

               

 

8

               

 

12

             

 

15

             

 

17

             

 

19

             

 

21

             

 

Contractors

1

               

 

2

               

 

5

               

 

4

               

 

6

               

 

8

               

 

10

             

 

Manager - ST Cash Engineering

1

               

 

1

               

 

3

               

 

2

               

 

3

               

 

5

               

 

7

               

 

Developers

2

               

 

5

               

 

10

             

 

12

             

 

13

             

 

15

             

 

17

             

 

Contractors

1

               

 

1

               

 

4

               

 

4

               

 

4

               

 

6

               

 

8

               

 

Manager - Bank Svcs

1

               

 

1

               

 

2

               

 

2

               

 

2

               

 

4

               

 

6

               

 

Developers

1

               

 

4

               

 

10

             

 

9

               

 

11

             

 

13

             

 

15

             

 

Contractors

-

            

 

2

               

 

4

               

 

4

               

 

4

               

 

6

               

 

8

               

 

QA & Release Mgmt.

Manager - QA & Release Mgmt

-

            

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

QA & Release Mgmt. Engineers

1

               

 

3

               

 

3

               

 

3

               

 

3

               

 

3

               

 

3

               

 

Total Engineering Personnel

12

             

 

32

             

 

58

             

 

62

             

 

72

             

 

88

             

 

104
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Business Development

Year 1

Year 2

Year 3

Year 4

 Year 5

 Year 6

 Year 7

Vice President - Business Dev & Professional Svcs

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

Admin. Support

-

            

 

1

               

 

1

               

 

2

               

 

3

               

 

4

               

 

4

               

 

Strategic Alliances Manager

1

               

 

1

               

 

1

               

 

2

               

 

3

               

 

4

               

 

4

               

 

Business Development

Director - Business Development

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

1

               

 

Senior Business Development Manager

1

               

 

1

               

 

2

               

 

3

               

 

4

               

 

5

               

 

6

               

 

Business Development Managers

-

            

 

1

               

 

2

               

 

3

               

 

4

               

 

5

               

 

6

               

 

Business Development Associates

-

            

 

1

               

 

2

               

 

3

               

 

4

               

 

5

               

 

6

               

 

Total Business Development Personnel

4

               

 

7

               

 

10

             

 

15

             

 

20

             

 

25

             

 

28
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Financial Highlights

Year 1

Year 2

Year 3

Year 4

 Year 5

 Year 6

 Year 7

Total

Total

Revenues

Subscriptions

-

                    

 

1,500,000

         

 

4,200,000

         

 

6,600,000

         

 

9,000,000

         

 

10,500,000

       

 

12,000,000

       

 

FX Transactions

686,813

            

 

13,023,000

       

 

56,700,000

       

 

133,650,000

     

 

219,375,000

     

 

297,675,000

     

 

394,875,000

     

 

ST Cash Transactions

370,000

            

 

936,000

            

 

7,000,000

         

 

13,200,000

       

 

36,000,000

       

 

63,000,000

       

 

108,000,000

     

 

Banking Svcs Procurement

14,500

              

 

70,502

              

 

787,500

            

 

1,980,000

         

 

3,937,500

         

 

5,670,000

         

 

7,897,500

         

 

Total Revenues

1,071,313

         

 

15,529,502

       

 

68,687,500

       

 

155,430,000

     

 

268,312,500

     

 

376,845,000

     

 

522,772,500

     

 

Cost of Revenues

3,331,083

         

 

11,939,950

       

 

20,712,232

       

 

29,474,747

       

 

40,218,746

       

 

56,335,864

       

 

81,053,606

       

 

   Gross Margin

(2,259,771)

        

 

3,589,552

         

 

47,975,268

       

 

125,955,253

     

 

228,093,754

     

 

320,509,136

     

 

441,718,894

     

 

Operating Expenses

Sales

1,099,208

         

 

2,503,425

         

 

6,553,682

         

 

9,990,024

         

 

14,188,672

       

 

18,554,753

       

 

24,965,612

       

 

Marketing

883,479

            

 

1,935,350

         

 

2,750,900

         

 

4,059,895

         

 

6,220,930

         

 

10,007,174

       

 

16,758,389

       

 

Product Management

801,583

            

 

2,008,300

         

 

3,112,457

         

 

4,102,706

         

 

5,507,192

         

 

6,795,043

         

 

8,554,725

         

 

Engineering (incl R&D)

660,875

            

 

3,098,500

         

 

7,284,266

         

 

8,549,407

         

 

11,028,651

       

 

15,266,458

       

 

20,681,336

       

 

Business & Professional Services

461,250

            

 

984,450

            

 

1,587,083

         

 

2,502,435

         

 

3,682,345

         

 

5,246,651

         

 

7,143,541

         

 

General & Adminstrative

1,167,125

         

 

2,669,575

         

 

3,626,967

         

 

5,214,539

         

 

6,997,452

         

 

9,442,957

         

 

12,926,307

       

 

   total operating expenses

5,073,521

         

 

13,199,600

       

 

24,915,353

       

 

34,419,005

       

 

47,625,241

       

 

65,313,035

       

 

91,029,910

       

 

   Income (Loss) before Income Taxes

(7,333,292)

        

 

(9,610,048)

        

 

23,059,916

       

 

91,536,248

       

 

180,468,512

     

 

255,196,100

     

 

350,688,984

     

 

provision for taxes @ 40%

-

                    

 

-

                    

 

9,223,966

         

 

36,614,499

       

 

72,187,405

       

 

102,078,440

     

 

140,275,594

     

 

   Net Income (Loss)

(7,333,292)

        

 

(9,610,048)

        

 

13,835,949

       

 

54,921,749

       

 

108,281,107

     

 

153,117,660

     

 

210,413,391

     

 

   growth

244%

297%

97%

41%

37%

Capital Raised

Initial Funding

10,000,000

       

 

Additional Funding

10,000,000

       

 

Initial Public Offering

Equity

Paid-in-Capital

10,000,000

       

 

20,000,000

       

 

20,000,000

       

 

20,000,000

       

 

20,000,000

       

 

20,000,000

       

 

20,000,000

       

 

Retained Earnings

(7,408,000)

        

 

(17,306,510)

      

 

(3,470,560)

        

 

51,451,188

       

 

159,732,296

     

 

312,849,956

     

 

523,263,346

     

 

Equity needed / (Excess cash)

(2,592,000)

        

 

(2,693,490)

        

 

(16,529,440)

      

 

(71,451,188)

      

 

(179,732,296)

    

 

(332,849,956)

    

 

(543,263,346)

    

 

Revenues vs. Expenses

0,000

100,000

200,000

300,000

400,000

500,000

600,000

1
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4

5

6

7

Year

revenues
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Year 1

Year 2

Year 3

Year 4

 Year 5

 Year 6

 Year 7

Revenue Totals

1,071,313

        

 

15,529,502

      

 

68,687,500

      

 

155,430,000

    

 

268,312,500

    

 

376,845,000

    

 

522,772,500

    

 

Subsciptions

-

$                 

 

1,500,000

$      

 

4,200,000

        

 

6,600,000

        

 

9,000,000

        

 

10,500,000

      

 

12,000,000

      

 

  as pct of total revenue

0%

10%

6%

4%

3%

3%

2%

FX

686,813

$         

 

13,023,000

$    

 

56,700,000

$    

 

133,650,000

$  

 

219,375,000

$  

 

297,675,000

$  

 

394,875,000

$  

 

  as pct of total revenue

64%

84%

83%

86%

82%

79%

76%

ST Credit

370,000

$         

 

936,000

$         

 

7,000,000

$      

 

13,200,000

$    

 

36,000,000

$    

 

63,000,000

$    

 

108,000,000

$  

 

  as pct of total revenue

35%

6%

10%

8%

13%

17%

21%

Bank Svcs

14,500

$           

 

70,502

$           

 

787,500

$         

 

1,980,000

$      

 

3,937,500

$      

 

5,670,000

$      

 

7,897,500

$      

 

  as pct of total revenue

1%

0%

1%

1%

1%

2%

2%


image13.wmf
Expenses

Year 1

Year 2

Year 3

Year 4

 Year 5

 Year 6

 Year 7

Total

Total

Revenues

1,071,313

      

 

15,529,502

      

 

68,687,500

       

 

155,430,000

     

 

268,312,500

     

 

376,845,000

     

 

522,772,500

     

 

Cost of Service (infrastructure & web hosting)

3,331,083

      

 

11,939,950

      

 

20,712,232

       

 

29,474,747

       

 

40,218,746

       

 

56,335,864

       

 

81,053,606

       

 

   Gross Margin

(2,259,771)

     

 

3,589,552

        

 

47,975,268

       

 

125,955,253

     

 

228,093,754

     

 

320,509,136

     

 

441,718,894

     

 

Operating Expenses

Sales

1,099,208

      

 

2,503,425

        

 

6,553,682

         

 

9,990,024

         

 

14,188,672

       

 

18,554,753

       

 

24,965,612

       

 

Marketing

883,479

          

 

1,935,350

        

 

2,750,900

         

 

4,059,895

         

 

6,220,930

         

 

10,007,174

       

 

16,758,389

       

 

Product Management

801,583

          

 

2,008,300

        

 

3,112,457

         

 

4,102,706

         

 

5,507,192

         

 

6,795,043

         

 

8,554,725

         

 

Engineering (incl R&D)

660,875

          

 

3,098,500

        

 

7,284,266

         

 

8,549,407

         

 

11,028,651

       

 

15,266,458

       

 

20,681,336

       

 

Business & Professional Services

461,250

          

 

984,450

           

 

1,587,083

         

 

2,502,435

         

 

3,682,345

         

 

5,246,651

         

 

7,143,541

         

 

General & Adminstrative

1,167,125

      

 

2,669,575

        

 

3,626,967

         

 

5,214,539

         

 

6,997,452

         

 

9,442,957

         

 

12,926,307

       

 

   Total Operating Expenses

5,073,521

      

 

13,199,600

      

 

24,915,353

       

 

34,419,005

       

 

47,625,241

       

 

65,313,035

       

 

91,029,910

       

 

    annual pct change (favorable) / unfavorable

Income before Taxes

(7,333,292)

     

 

(9,610,048)

       

 

23,059,916

       

 

91,536,248

       

 

180,468,512

     

 

255,196,100

     

 

350,688,984

     

 

Cost of Service as factor of Revenues

311%

77%

30%

19%

15%

15%

16%

as a pct of Operating Expenses

Sales

22%

19%

26%

29%

30%

28%

27%

Marketing

17%

15%

11%

12%

13%

15%

18%

Product Management

16%

15%

12%

12%

12%

10%

9%

Engineering (incl R&D)

13%

23%

29%

25%

23%

23%

23%

Business & Professional Services

9%

7%

6%

7%

8%

8%

8%

General & Adminstrative

23%

20%

15%

15%

15%

14%

14%

   Total Operating Expenses as factor of Revenues

474%

85%

36%

22%

18%

17%

17%


image14.wmf
Service Name

Average List 

Price

1

Retail Lockbox Maintenance

$225.00

2

Disbursement Maintenance - Controlled

$119.39

3

Wholesale Lockbox Maintenance

$102.62

4

Maintenance - Positive Pay Bank Match

$84.69

5

Reconciliation Maintenance - Full

$77.66

6

Maintenance - Term/Net - Intraday

$74.00

7

Maintenance - Term/Net - Previous Day

$68.62

8

Controlled Disbursement Notification

$68.18

9

ACH Concentration Maintenance

$67.62

10

Maintenance - Term/Net - Bundled

$60.75

11

Reconciliation Maintenance - Partial

$55.09

12

General ACH Maintenance

$54.83

13

Deposit Reconciliation Maintenance

$50.63

14

Check Imaging - Maintenance

$46.73

15

ZBA maintenance - Master

$40.38

16

Demand Deposit Account Maintenance

$27.44

17

International Outgoing Wire

$27.11

18

Negative Ledger Fee - Occurrence

$26.85

19

ZBA Maintenance - Sub - Account

$25.93

20

Stop Payment - Manual

$21.95

21

Outgoing Wire - Manual - Freeform

$18.93

22

Outgoing Wire - Manual - Repetitive

$12.85

23

International Incoming Wire

$11.46

24

Stop Payment - Automated

$9.10

25

Outgoing Wire - Automated - Freeform

$9.07

26

Incoming Wire Transfer

$8.30

27

Outgoing Wire - Automated - Repetitive

$7.30

28

Return Item Processing - Regular

$4.68

29

ACH Originated - Tax Payment(TXP)

$4.11

30

Branch Deposit

$1.10

31

General Account - Credit Posting

$0.82

32

Branch Furnished Currency - Std Strap

$0.59

33

General Account - Debit Posting

$0.50

34

Wholesale Lockbox Item Processing

$0.40

35

Concentration Activity - ACH Item

$0.23

36

Reporting - Term/Net - Intraday

$0.21

37

Checks Paid - Regular

$0.18

38

Checks Paid - Controlled Disbursement

$0.18

39

Reporting - Term/Net - Previous Day

$0.17

40

Unencoded Checks - Other Fed

$0.13

41

ACH Originated - Debit

$0.12

42

ACH Originated - Credit

$0.12

43

Wholesale Lockbox Photocopy

$0.11

44

Deposit Reconciliation Processing

$0.10

45

Unencoded Checks - On - Us

$0.08

46

Branch Furnished Coin - Rolled

$0.07

47

Reconciliation Processing - Full

$0.07

48

Reconciliation Processing - Partial

$0.05

49

Check Sorting - Fine

$0.04

50

Check Image Capture

$0.04

Source:  The 1999-2000 Phoenix - Hecht Blue Book of Bank Prices
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Largest Institutional 

Asset Management 

Firms

Asset 

Under 

Mgmt.$ 

millions

Largest Global Banks

Estimated 

Market 

Share (%)

Fidelity Investments 1,074,200 Deutsche Bank 12.532

Barclays Global 784,500 Chase Manhattan Bank 8.263

State Street Global 681,413 Citigroup 8.07

Deutsche Asset 589,000 Warburg Dillon Read 5.019

Vanguard 564,176 HSBC 4.549

Merrill Lynch 557,265 Goldman Sachs 4.385

Morgan Stanley 425,000 JP Morgan 3.938

Putnam 391,303 Merrill Lynch 3.269

Alliance Capital 368,320 Credit Suisse First Boston 2.889

SSBCiti 364,416 Morgan Stanley Dean Witter 2.871

J.P. Morgan 348,997 NatWest Global Financial Markets 2.712

Prudential 344,439 Barclays Capital 2.072

Capital Research 333,216

Northern Trust 299,128 Regional Banks 

Scudder Kemper 298,395 Royal Bank of Canada 1.958

TIAA-CREF 290,941 State Street Bank & Trust 1.948

Brinson Partners 282,709 Bank of America 1.86

American Express 262,500 ABN Amro 1.724

Met Life 260,332 Bank of New York 1.236

Janus 249,506 Lehman Brothers 1.222

Goldman Sachs 240,288 Credit Agricole Indosuez 1.021

Wellington Mgmt. 233,524 Brown Brothers Harriman 0.737

Schroders 230,000 Northern Trust 0.723

Chase Manhattan 226,348 ING Barings 0.714

Credit Suisse 202,880 Standard Chartered Bank 0.618

MassMutual 192,587 Banca Intesa 0.611

INVESCO 192,123 Société Générale 0.602

PIMCO 185,996 CIBC Wood Gundy 0.565

BlackRock 164,517 Bank One 0.531

AIM Advisors 160,374 Bank of Nova Scotia 0.496

Fleming USA 140,184 Industrial Bank of Japan 0.49

T. Rowe Price 136,835 MeritaNordbanken 0.462

MFS 136,638 Bank of Tokyo-Mitsubishi 0.424

Henderson 136,545 SEB 0.418

N.Y. Life 130,000 Fortis Bank 0.41

Dreyfus 128,958 Lloyds TSB 0.367

Banc One Investment 128,938 AIG International 0.348

GM Investment Mgmt. 127,700 Royal Bank of Scotland 0.341

Franklin Advisers 125,800 Toronto Dominion Bank 0.341

Federated 124,855 Commerzbank 0.336

Capital Guardian 122,655 KBC Bank 0.334

GE Asset 115,755 Dresdner Kleinwort Benson 0.333

Bank of America 114,514 Den Danske Bank 0.332

American Century 109,417 Westpac Banking Corp 0.316

Templeton 109,259 Bank of Montreal 0.3


image16.wmf
1.

ADB Inc. Columbus, OH

29.

MasterCard*

Purchase, NY

2.

Allstate Insurance Company Northbrook, IL

30.

Merisel, Inc. El Segundo, CA

3.

Andrew Corporation Orland Park, IL

31.

Nordson Corporation Westlake, OH

4.

Bechtel Enterprises San Francisco, CA

32.

Oracle Corporation Redwood Shores, CA

5.

Belk Stores Services, Inc. Charlotte, NC

33.

OSRAM Sylvania Products Danvers, MA

6.

BellSouth Corporation Atlanta, GA

34.

PECO Energy Company Philadelphia, PA

7.

Chubb Corporation Warren, NJ

35.

PeopleSoft Pleasanton, CA

8.

CNF Transportation, Inc. Palo Alto, CA

36.

PepsiCo, Inc. Purchase, NY

9.

Continental Airlines, Inc. Houston, TX

37.

Philip Morris Companies Inc New York, NY

10.

Dynegy, Inc. Houston, TX

38.

Quantum Corporation Milpitas, CA

11.

Exide Corporation Reading, PA

39.

Ryder System, Inc. Miami, FL

12.

Falconbridge Toronto, Canada

40.

SAP Palo Alto, CA

13.

FDX Corporation Memphis, TN

41.

Scholastic Corporation New York, NY

14.

Federal Express Corporation Memphis, TN

42.

Seagate Technology, Inc.

Scotts Valley, CA

15.

Federal Reserve Bank of Chicago Chicago, IL

43.

Sealy, Inc. Trinity, NC

16.

FPL Energy, Inc Juno Beach, FL

44.

Selkirk Financial Technologies, Ltd. Vancouver, Canada

17.

FXpress Corporation Bala Cynwyd, PA

45.

Siemens Iselin, NJ

18.

Genzyme Corporation Cambridge, MA

46.

Siemens Business Services Iselin, NJ

19.

Hallmark Cards Inc. Kansas City, MO

47.

Siemens Capital Corporation Iselin, NJ

20.

ICBO  Whittier, CA

48.

Sonoco Products Co. Hartsville, SC

21.

Infineon Technologies Inc. San Jose, CA

49.

Sun Microsystems Palo Alto, CA

22.

Information & Commns Network Santa Clara, CA

50.

SunGard Treasury Systems Calabasas, CA

23.

Integrity Treasury Solutions Chicago, IL

51.

Texaco Whiteplains, NY

24.

International Paper Purchase, NY

52.

The Geon Company Avon Lake, OH

25.

KPMG Short Hills, NJ

53.

Trema Boston, MA

26.

KPMG Information Solutions, Inc.  

Stamford, CT

54.

Westinghouse Orlando, FL

27.

Lockheed Martin Corporation Fort Worth, TX

55.

XRT-CERG Wayne, PA

28.

Litton Industries Woodland Hills, CA

56.

York International Corp.

York, PA
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Rank

1998 Revenues

$M

1

General Motors

161,315

        

 

2

DaimlerChrysler

154,615

        

 

3

Ford Motor

144,416

        

 

4

Wal-Mart Stores

139,208

        

 

5

Mitsui

109,373

        

 

6

Itochu

108,749

        

 

7

Mitsubishi

107,184

        

 

8

Exxon

100,697

        

 

9

General Electric

100,469

        

 

10

Toyota Motor

99,740

          

 

11

Royal Dutch/Shell Group

93,692

          

 

12

Marubeni

93,569

          

 

13

Sumitomo

89,021

          

 

14

Intl. Business Machines

81,667

          

 

15

AXA

78,729

          

 

16

Citigroup

76,431

          

 

17

Volkswagen

76,307

          

 

18

Nippon Telegraph & Telephone

76,119

          

 

19

BP Amoco

68,304

          

 

20

Nissho Iwai

67,742

          

 

21

Nippon Life Insurance

66,300

          

 

22

Siemens

66,038

          

 

23

Allianz

64,875

          

 

24

Hitachi

62,410

          

 

25

U.S. Postal Service

60,072

          

 

26

Matsushita Electric Industrial

59,771

          

 

27

Philip Morris

57,813

          

 

28

Ing Group

56,469

          

 

29

Boeing

56,154

          

 

30

AT&T

53,588

          

 

31

Sony

53,157

          

 

32

Metro

52,126

          

 

33

Nissan Motor

51,478

          

 

34

Fiat

50,999

          

 

35

Bank of America Corp.

50,777

          

 

36

Nestlé

49,504

          

 

37

Credit Suisse

49,143

          

 

38

Honda Motor

48,748

          

 

39

Assicurazioni Generali

48,478

          

 

40

Mobil

47,678

          

 

41

Hewlett-Packard

47,061

          

 

42

Deutsche Bank

45,165

          

 

43

Unilever

44,908

          

 

44

State Farm Insurance Cos.

44,621

          

 

45

Dai-ichi Mutual Life Insurance

44,486

          

 

46

Veba Group

43,408

          

 

47

Hsbc Holdings

43,338

          

 

48

Fortis

43,200

          

 

49

Toshiba

41,471

          

 

50

Renault

41,353
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51

Sears Roebuck

41,322

          

 

52

Fujitsu

41,018

          

 

53

Tokyo Electric Power

39,808

          

 

54

Deutsche Telekom

39,711

          

 

55

Sumitomo Life Insurance

39,535

          

 

56

E.I. du Pont de Nemours

39,130

          

 

57

Zurich Financial Services

39,115

          

 

58

Royal Philips Electronics

38,456

          

 

59

CGU

37,589

          

 

60

Peugeot

37,540

          

 

61

NEC

37,235

          

 

62

Procter & Gamble

37,154

          

 

63

Électricité De France

36,673

          

 

64

Rwe Group

36,603

          

 

65

TIAA-CREF

35,889

          

 

66

BMW (Bayerische Motoren Werke)

35,887

          

 

67

Elf Aquitaine

35,864

          

 

68

Merrill Lynch

35,853

          

 

69

Munich Re Group

35,465

          

 

70

Vivendi

35,292

          

 

71

Suez Lyonnaise des Eaux

34,874

          

 

72

Prudential Ins. Co. of America

34,427

          

 

73

ABN AMRO Holding

34,235

          

 

74

Sinopec

34,025

          

 

75

Prudential

33,677

          

 

76

Kmart

33,674

          

 

77

American International Group

33,296

          

 

78

Crédit Agricole

33,022

          

 

79

ENI

32,389

          

 

80

Chase Manhattan Corp.

32,379

          

 

81

HypoVereinsbank

31,816

          

 

82

Texaco

31,707

          

 

83

Bell Atlantic

31,566

          

 

84

Fannie Mae

31,499

          

 

85

Enron

31,260

          

 

86

Bayer

31,197

          

 

87

Compaq Computer

31,169

          

 

88

Morgan Stanley Dean Witter

31,131

          

 

89

Dayton Hudson

30,951

          

 

90

Tomen

30,935

          

 

91

Bank of Tokyo-Mitsubishi

30,929

          

 

92

ABB Asea Brown Boveri

30,872

          

 

93

BASF

30,732

          

 

94

J.C. Penney

30,678

          

 

95

Carrefour

30,479

          

 

96

Home Depot

30,219

          

 

97

Lucent Technologies

30,147

          

 

98

Société Générale

29,762

          

 

99

Mitsubishi Electric

29,682

          

 

100

Motorola

29,398
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Company A calls up

to 6 different banks

for quote

Company A selects Bank X

based on lowest bid and

purchases Indian Rupees

Company A receives

trade confirmation

(fax, e-mail)

Company A

records

transaction

Company A authorizes

its own bank in the

US, Bank Z, to deliver

US dollars

Bank Z delivers

US dollars to

Bank X in the

US via SWIFT

Bank X wires US

Dollars to its

branch in India

Bank X’s Indian

branch sends Indian

Rupees to Bank Z’s

Indian Branch

Bank Z’s Indian

branch deposits

rupees into

Company A’s bank

account in India
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Flowchart of currency transactions with overlapping time zones.

$-Real Transaction

1

. Company A

places a three

minute limit-order

on GCX to buy $

Rate: $1:3Reals

Time: 14:30

2

. Company B

bids on Company

A’s offer on GCX.

Time: 14:32

3

. Companies A&B are

sent confirmation

requests, with a time-

limit, from GCX.

Time: 14:32

4

. Companies A&B

confirm transaction

on-line

Time: 14:34

5

. Companies A&B send wire-

transfer requests to their

respective banks in U.S. and

Brazil.

The forms can be filled-in and

faxed on-line.

Time: 14:36

6

. Reals are transferred

from A’s bank to GCX’s

escrow account in Brazil.

Dollars are transferred from

B’ bank to GCX’s escrow

account in U.S.

Time: 15:04

7

. Reals are transferred to B’s

bank from GCX’s escrow

account in Brazil. Dollars are

transferred to A’s bank from

GCX’s escrow account in U.S.

Time: 15:34

T+0
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Flowchart of currency transactions with different time zones.

$-Rupees Transaction

1

. Company Y

places a three

minute limit-order

on GCX to buy $

Rate: $1:5 Rupees

Time: 14:30

Day 1

2

. Company Z

bids on Company

A’s offer on GCX.

Time: 14:32

Day 1

3

. Companies Y&Z are

sent confirmation

requests, with a time-

limit, from GCX.

Time: 14:32

Day 1

4

. Companies Y&Z

confirm transaction

on-line

Time: 14:34

Day 1

5

. Companies Y&Z

send wire-transfer

requests to their

respective banks in U.S.

and India.

The forms can be filled-

in and faxed on-line.

Time: 14:36

Day 1

6

. Rupees are

transferred from

Y’s bank to GCX’s

escrow account in

India.

Time: 15:04

Day 1

7

. Dollars are

transferred from

Z’s bank to Y’s

bank via GCX’s

escrow account

in U.S..

Time: 24:00

Day 1

8

. Rupees are transferred

to Z’s bank from GCX’s

escrow account in India.

Time: 09:30

Day 2

T+1
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Flowchart of currency transactions with different time zones with

request for immediate delivery without prior approval.

$-Rupees Transaction

1

. Company Y

places a three

minute limit-order

on GCX to Rupees

with $

Rate: $1:5 Rupees

Time: 14:30

Day 1

2

. GCX works the

trade through the

banking system to

obtain the best

rate and agrees to

trade with ING

bank

Time: 14:40

Day 1

3

. Companies Y is sent

confirmation of price

traded at on their behalf

by GCX.

Time: 14:40

Day 1

4

. Company Y sends

wire-transfer request

to its bank in U.S. to

deliver $ to GCX’s

escrow account in

U.S.

The forms can be

filled-in and faxed

on-line.

Time: 14:45

Day 1

5

. Rupees are

transferred from

ING bank to Y’s

bank account via

GCX’s escrow

account.

Time: 15:30

Day 1

6

. Dollars are

transferred from

Y’s bank to ING

bank via GCX’s

escrow account

in U.S..

Time: 24:00

Day 1

T+0

Please note: Where

currency, from a

country that does not

have an over-lapping

time zone with the U.S.,

is required immediately,

the transaction can only

be completed by

transacting with a bank.

This process is, however,

simplified due to the

third-party credit

enhancement facilities.
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Flowchart of currency transactions with different time zones with

request for immediate delivery with prior approval.

$-Rupees Transaction

1

. Company Y

places a three

minute limit-order

on GCX to buy $

Rate: $1:5 Rupees

Time: 14:30

Day 1

2

. Company Z

bids on Company

A’s offer on GCX.

Time: 14:32

Day 1

3

. Companies Y&Z are

sent confirmation

requests, with a time-

limit, from GCX.

Time: 14:32

Day 1

4

. Companies Y&Z

confirm transaction

on-line

Time: 14:34

Day 1

5

. Companies Y&Z

send wire-transfer

requests to their

respective banks in U.S.

and India.

The forms can be filled-

in and faxed on-line.

Time: 14:36

Day 1

6

. Rupees are transferred

from Y’s bank to Z’s bank

via GCX’s escrow account

in India.

Rupees are released

because a bank guarantee

ensures delivery of $ in the

U.S.

Time: 15:04

Day 1

7

. Dollars are

transferred from

Z’s bank to Y’s

bank via GCX’s

escrow account

in U.S..

Time: 24:00

Day 1

T+0

Please note: In cases

where companies

require immediate

delivery of foreign

currencies that do not

have overlapping time-

zones with the U.S..,

L/Cs or bank guarantees

will be required from a

U.S. bank.
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GlobalCashExchange High Level Functional Requirements

User Home Page

Authentication

Trade Request

Data

Manage Trade

Requests

(Matching)

User Screens

Ÿ

Create Trade Requests

Ÿ

Approval

Ÿ

Self Configution

Paired-Cross

Auction

Trading Engine

Open Market Trading

Engine
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Trading
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Settlement Engine

User

Backoffice

Systems
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Counter-Party

Risk
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Defined
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Interface

GCX
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External
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Systems
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¨

Functionality of GCX results from the unique combination of continuous open market

and periodic paired crossing auctions


image25.png
REUTERS D2000-1 CONV <NMRL> User: <Mark McDowell>

e 0a24651 002405 | o — - ot Dtros
ey mo02r10905 | o Ca— - 0 2394

o e s

1,48 BT

o0 o |
=

- u 10 HIO ELR.
1020 ERA%D

Lo

eion

HON READY

SPACE to RESET
% for Index

NOTHING THERE. THANKS AND BYE.





image26.png
BT T B A
26 @ 27 AT A
E“CW ol &g ot DAY
; v' 2 1!32
[bid] [offer]
96977
[Bid] [offer]
s S51F36
ol VT:“F\
s 56 ‘U‘Z/
T
[Bid] [offer] B





oleObject1.bin


 







Sellers







Dealers







Brokers







 Brokers







 







Dealers







Buyers











Multinationals



Importers



Exporters



Investors



Tourists



Speculators



Arbitragers































































Banks



Non-bank



Financial Institutions



































Multinationals



Importers



Exporters



Investors



Tourists



Speculators



Arbitragers



















































Banks



Non-bank



Financial Institutions



























 







Interbank







/Wholesale







Market







Client/Retail







Market







Client/Retail







Market







 







FX







Transaction












image1.wmf
Sellers

Dealers

Brokers

 Brokers

Dealers

Buyers

Multinationals

Importers

Exporters

Investors

Tourists

Speculators

Arbitragers

Banks

Non-bank

Financial

Institutions

Interbank

/Wholesale

Market

Client/Retail

Market

Client/Retail

Market

FX

Transaction

Multinationals

Importers

Exporters

Investors

Tourists

Speculators

Arbitragers

Banks

Non-bank

Financial

Institutions


image2.wmf
Demand 

Demand 

for 

for 

Alternative 

Alternative 

Platform

Platform

Inability to get money out

of emerging economies

High cost of getting

money out of emerging

economies

High Banking Cost

Opportunity for

Opportunity for

Market Leadership

Market Leadership

Procurement Process

Inefficiencies

Technological

Advances


