Corporates’ International Aspirations
Fuel Turnover in Banking Relationships

2017 Greenwich Leaders: U.S. Large Corporate Banking and Cash Management

U.S. companies are using more banks, more credit and more providers in cash management and other functions to
support business in international markets. Those themes—some of which undoubtedly point to a strengthening of
the U.S. and global economy—are unfolding amid a continued shift in strategy on the part of both the largest U.S.
and global banks, and among smaller domestic and foreign players eager to expand or establish their U.S. franchises.

Together, these changes have pushed turnover levels in corporate banking relationships to historic highs. Companies
are seeking out new providers, big banks are narrowing their focus, and foreign banks are aggressively competing for
business with competitively priced credit and specialized coverage of markets key to U.S. companies’ international
aspirations. More than half the U.S. companies participating in Greenwich Associates research expect to move
corporate banking business among providers in the next year—a 7% increase from 2016, a year that already featured
large amounts of “money in motion.”

Greenwich Share and Quality Leaders:
Corporate Banking

Amid these conditions, J.P. Morgan and Bank of America Merrill Lynch play the role of leaders of the U.S. large
corporate banking market. Eighty-five percent of large U.S. companies use Bank of America Merrill Lynch and/or J.P.
Morgan for corporate banking services. In third place is Wells Fargo at 77%, followed by Citi at 64% and a three-way
tie for fifth: HSBC (45%), Bank of Tokyo-Mitsubishi UFJ and U.S. Bank (44%). These firms are the 2017 Greenwich
Share Leaders™ in U.S. Large Corporate Banking. Bank of America Merrill Lynch and J.P. Morgan both also claim the
title of Greenwich Quality Leaders®™ in this critical category.

The 2017 Greenwich Share leaders have one thing in common: All saw their market penetration scores fall over the
past year. This reduction reflects the shift in strategy that has been playing out since the global credit crisis brought
on new capital reserve requirements and balance sheet pressures for the world’s largest banks.
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Greenwich Share and Quality Leaders — 2017
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Greenwich Greenwich
Share Leader Quality Leader
U.S. Large Corporate Banking Market Penetration U.S. Large Corporate Banking Quality
Bank Total Relationships Statistical Rank Bank
Bank of America Merrill Lynch 85% 1T Bank of America Merrill Lynch
J.P. Morgan 85% 1T J.P. Morgan
Wells Fargo 77% 3
Citi 64%
HSBC 45% 5T
Bank of Tokyo-Mitsubishi UFJ 44% 5T
U.S. Bank 44% 5T
U.S. Large Corporate Cash Management Market Penetration®* U.S. Large Corporate Cash Management Quality*
Bank Total Relationships Statistical Rank Bank
Bank of America Merrill Lynch 70% 1 Bank of America Merrill Lynch
J.P. Morgan 66% 2 J.P. Morgan
Wells Fargo 54% 3 Wells Fargo
Citi 46% 4
HSBC 33% 5

Note: Based on responses from 464 U.S. firms with $2 billion or more in sales for large corporate banking and 548 responses from firms with $2 billion or more
in sales for large corporate cash management. Share leaders are based on total relationships including ties. Quality leaders are cited in alphabetical order including ties.
Source: Greenwich Associates 2017 U.S. Large Corporate Banking Study, *Greenwich Associates 2017 U.S. Large Corporate Cash Management Study

As a group over the last several years, the biggest U.S. and global corporate banks have narrowed their focus and are
now directing capital and distinctive coverage primarily to companies with the best profit potential. In many cases,
implementing that new approach has meant reducing coverage, moving clients to less expensive coverage teams, or
even ceding the relationships of smaller companies and customers falling short of internal profitability targets. “Big
U.S. banks and global banks are looking to grow their corporate banking revenues by earning more of the global and
domestic wallets of their best customers, rather than competing aggressively for new customers,” says Greenwich
Associates Managing Director Don Raftery.

This change is creating new opportunities for regional U.S. banks and several foreign competitors making a strong
push into the U.S. market. Leading this charge are Japanese banks like Bank of Tokyo-Mitsubishi UFJ and Mizuho.
Given the meager returns on capital in the near zero-interest-rate environment of their home county, these banks
have plenty of incentive to lend to companies in the U.S.—a business not viewed as particularly attractive to U.S.
banks as a stand-alone product. However, as Japanese banks step up their lending, they also are more frequently
winning higher-margin business in FX, interest-rate derivatives and trade finance. In fact, for the first time, a
Japanese bank, Bank of Tokyo-Mitsubishi UFJ, won designation as a Greenwich Share Leader in U.S. Large
Corporate Banking and Greenwich Quality Leader in U.S. Large Corporate Trade Finance this year.
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Wanted: Banks for Growing International Business

Japanese banks are also winning mandates from U.S. companies for international cash management, with an
obvious focus on the Japanese market. In that respect, Japanese banks are hardly alone. In fact, over the past 12
months, companies’ growing demand for cross-border banking services that support international business and
trade has been one of the most important trends in U.S. corporate banking.

The share of U.S. companies using a bank for inbound or outbound services increased for every region covered

by Greenwich Associates, including Western Europe, Asia Pacific, Latin America, Central and Eastern Europe,

and the Middle East and Africa. “Although those increases bode well for global trade and the global economy as a
whole, the most immediate beneficiary of this trend is probably Citi, which ranks No. 1Tamong U.S. companies for
international banking service in all of those regions,” says Greenwich Associates Managing Director John Colon.

A Surge in Demand for Bank Credit—Finally

One of the big mysteries about the relatively slow pace of the U.S. economic recovery since the global financial
crisis has been persistently low corporate borrowing rates. Soft demand for credit has sparked a controversial
debate. Were weak economic prospects and a lack of confidence holding back corporate demand, or have capital
reserve requirements and other new bank rules reduced supply and constrained economic growth?

Greenwich Associates research throughout the period following the global crisis suggested that for an extended
period of time, available bank credit for large, strongly rated companies far outstripped demand. But whatever the
ultimate answer to that question, a surge in corporate use of bank credit last year is good news. Overall, the share
of large U.S. companies using bank credit jumped to 95% in 2017 from 88% in 2016.

That pickup drove an increase in the average number of banks used by large U.S. companies for credit, which
climbed to 7.5 in 2017 from 7.1 in 2016. As noted earlier, some of that increase is likely attributable to the impact
of foreign competitors—especially Japanese banks—that are committing significant balance sheet to the U.S.
corporate lending business and emerging as a viable alternative credit source for many companies.

Top Nonbank Firms and Fintech Players

One of the biggest trends across global financial services is the rise of fintech and other “nonbank providers.” In
U.S. corporate banking, the list of nonbanks competing for a share of companies’ wallet ranges from old-school life
insurance companies edging into the lending game to cloud-based service providers for managing cash, FX, risk,
and other treasury functions. The growth of these firms is undoubtedly helping to push up the number of banking
providers used by U.S. companies overall.

Forty-seven percent of the large companies participating in our 2017 U.S. Large Corporate Banking Study use a
nonbank provider. The following graphic shows the most-commonly used firms.
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LARGE U.S. CORPORATES USING A NONBANK PROVIDER

Top nonbank providers for Large Corporate Banking

Thomson Reuters FXall is the leading foreign exchange
FXall trading platform, working with over 1,500 institutional
(42%) clients on execution, end-to-end workflow management
and straight-through processing.

Insurance Frequently cited for private placement and lending facilities.
companies Notable mentions: Prudential, MetLife, New York Life, Voya,
TIAA-CREF.
(42%)

Top nonbank providers for Large Corporate Cash Management

Do not SWIFT The yvorld’s leading prqvider of secure financial messaging
Use : services. SWIFT’s services are used and trusted by more
use nonbank (42 /o) than 11,000 financial institutions.

nonbank
provider

provider

- . A fully virtualized cloud-based TMS workstation, supporting
53¢y 47 /o Kyrlba 1,500 organizations on a SaaS solution. Kyriba offers a suite
o (42%) of solutions including cash and liquidity, payments, supply-
chain finance, financial transactions, and risk management.

Top nonbank providers for Large Corporate Trade Finance

PrimeRevenue Supply-chain finance firm that uses a cloud-enabled
platform for supplier financing, managing and optimizing

(42%) cash flows.

Headquartered in Atlanta, GA, Bolero is a global leader
in the handling of electronic trade finance documentation

Bolero and automatic settlement. Bolero provides a range of
107 solutions for electronic management and communication
( °) of trade finance documents including account opening,

letters of credit, guarantees, standbys, and collections
between a corporate’s trade finance function and its
panel banks.

Note: Based on 463 respondents. Percentages derived from only those companies that cited using a NBFI
Source: Greenwich Associates 2017 U.S. Large Corporate Finance Study

Greenwich Share and Quality Leaders:
Cash Management

Many of the themes driving the U.S. large corporate cash management business today mirror those affecting
corporate banking as a whole: Turnover in business and bank relationships remains near historic highs, U.S.
companies are making a strong move to secure banking services needed to support growing international
businesses, and opportunities created by these trends are opening the door for regional players, Japanese banks
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and other foreign competitors. Together these trends are increasing the average number of providers companies
employ—a number that is also receiving a boost from the fact that 39% of large companies are now using nonbank
providers in some area of cash or treasury management.

Forty-seven percent of the companies participating in this year’s study expect to move cash management
business among providers in the next 12 months. Although that share is down slightly from 2016, the fact that
nearly half of large U.S. companies are planning to make this change is impressive, given the high switching costs
and operational disruptions associated with changing cash management providers. “These turnover numbers are
critical to banks, because when a company decides to shift providers it’s not usually a change at the margins. They
typically move a meaningful share of their wallet,” says Don Raftery.

One factor contributing to this high turnover is companies’ growing demand for cross-border cash management
services. The share of U.S. companies using a provider for international cash management increased for every
region covered in the study, with the largest gains coming from Latin America and the Middle East and Africa.

Although this increased demand for cross-border service has been a boon to Japanese banks and other foreign
banks offering specialized coverage in their home markets, the primary beneficiaries have been big U.S. banks
with robust global networks. Citi, the top cash management provider to U.S. companies in every major geographic
region outside the U.S,, is likely to capture a sizable amount of this new cross-border business, along with HSBC.

Meanwhile, companies cite Bank of America Merrill Lynch and J.P. Morgan as most likely to capture the biggest
shares of their cash management “money in motion” overall. This will help fortify their positions at the top of this
market. About 70% of large U.S. companies use Bank of America Merrill Lynch as a cash management provider—a
market penetration score that edges out second place J.P. Morgan at 66%. Wells Fargo is third at 54%, followed
by Citi at 46% and HSBC at 33%. These banks are the 2017 Greenwich Share Leaders in U.S. Large Corporate Cash
Management. The 2017 Greenwich Quality Leaders in this category are Bank of America Merrill Lynch, J.P. Morgan
and Wells Fargo.

DIGITAL BANKING PLATFORMS: STILL ROOM FOR IMPROVEMENT

Although corporate treasury professionals acknowledge that digital banking systems
are consistently improving, they still express frustration with snags that make regular
operations unnecessarily complicated. In addition to streamlined systems that make
fraud prevention measures less cumbersome in the context of daily workflows,
companies would like to see the following improvements:

¢ Transparency around status of requests ¢ Integration between product modules

¢ A single sign-on/unified system e Consistency of platforms across banks

Consultants John Colon and Don Raftery specialize in corporate banking, cash management and trade finance services in North America.

METHODOLOGY

From April through September 2017, Greenwich Associates conducted interviews at U.S.-based companies with $2 billion or more in
annual revenue with 464 chief financial officers, treasurers and assistant treasurers and 548 cash management specialists and other
financial professionals in cash management. Participants were asked about market trends and their relationships with their banks.
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