Doing Business in Europe:
Currency Account Structures

The European Opportunity
In 2009 the U.S. exported €159.8 billion in goods and
€127.0 billion in services to the EU according to the
European Trade Commission. The commission also
reported that the European Union and the United States
had the largest bilateral trade relationship in the World.

Two-thirds of companies will be expanding into
international markets over the next three years specifically
to increase sales, according to a 2010 report by Ernst &
Young.1 Further, as the economy recovers from recent
economic downturn, “technology companies expect a fast,
strong cyclical upswing, and are positioning themselves to
benefit from it.”2 For CFOs and controllers, the challenges
of setting up business functions as a company expands are
significant, particularly in offshore locations. For young
companies, the challenges are compounded by limited
resources and few finance staff members.
The following best practices, geared specifically for
high growth technology and life science companies,
are intended to help streamline the set up of currency
account structures to help take maximum advantage of
the European market.
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Ignore the Myths; Get the Facts

not difficult to position your company for success in the
following areas:

When it comes to banking and currency account
structures, two common myths continually surface.
Myth #1: You need to work with a global bank if you do
business overseas.

Fact: You may be better off working with a U.S.based relationship bank partner that understands your
challenges and sees them from your perspective. The right
U.S.-based bank with global reach and the technology to
provide centralized control of your affiliates located in
various countries can be the optimal choice.

{{

Get up and running quickly

{{

Tackle regulatory challenges

{{

Manage foreign exchange (FX) risk

{{

Ensure visibility and centralize control

{{

Create efficiencies to better manage working capital and
operations

The Process of Establishing the Right
Accounts

Myth #2: You need to open in-country accounts in
order to manage foreign currency balances.

Initially, putting proper account structures into place
and mastering the regulations and business practices
in different countries are critical. Once the currency
accounts are established and the local entity begins to
earn and receive ongoing revenue streams, FX exposure
management will come into play. Establishing an FX
hedging policy, coordinated with the home office, is
the usual next step as companies go international. If
implemented and managed properly, it will go a long way
to mitigate the volatility spikes the FX markets can create
on corporate financial statements.

Fact: Unless you have an office with employees and
vendors that need to be paid locally currency, there
may be no need to open an in-country account. Multicurrency accounts may be a more efficient solution for
your currency management needs.
The challenges of overseas banking are real, but not
insurmountable. In practice, if you move into European
markets with careful planning and experienced help, it’s

Euro Volatility Feb. 2008 - Jan. 2011

Exchange Rate EUR/USD

1.6
1.5
1.4
1.3
1.2
1.1

Source: Bloomberg, SVB Financial Group

2

FEBRUARY 2011

11
/2
0

10
19
1/

/1

9/
20

10
11

/2
0
19
9/

/2
0

10

10
19
7/

/2
0

10
5/
19

/2
0

10
19
3/

/2
0
19

09
1/

/1

9/
20

09
11

/2
0

09
19
9/

/2
0

09
7/
19

/2
0

09
5/
19

/2
0

09
3/
19

/2
0
1/
19

9/
20
/1
11

9/
19

/2
0

08

08

1

The next challenge is implementing business practices
that will optimize cash flow. This is not easy, given that
most companies’ overseas ventures will be in start-up
mode, operating with limited staff. Even so, it’s essential
to maximize efficiencies in the areas of structuring and
opening accounts, and building systems that streamline
payment processing, including the ability to process
transactions online.
As European operations open, it becomes necessary to
monitor and control them. Ideally, the company will
have complete and unified visibility of its overseas
operations, including seamless access to foreign bank
accounts; timely information on cash positions and
transactions; and the ability to move funds. These
capabilities are essential for public companies, and they
should be regarded as best practices for pre-IPO and
early stage companies as well.

that management doesn’t have to be physically present to
open the account at a foreign bank.

A Multi-Currency Account May Be All You
Need
For companies with relatively straightforward business
operations, a multi-currency account (MCA) through
your existing U.S. bank may be all you require. MCAs
(foreign currency accounts held with a U.S. bank) utilize a
company’s existing domestic account to take advantage of
already-met regulatory requirements, bypassing frequently
onerous European in-country red tape. An MCA can help
your firm in several ways:
{{

Transact business overseas without necessarily having to
open in-county European accounts

{{

Handle and view transactions electronically, making it possible
for you to execute and view the status of your European

By working with a knowledgeable financial services
partner, companies can identify the appropriate number
and structure of accounts and are better able to manage
working capital, either by reducing borrowing costs,
increasing investment returns — or both.

Customizing a Solution That’s Right for You
Not surprisingly, each company expanding into Europe
will require different strategies and structures to achieve
the most seamless, efficient solution. The first task should
be to assess and establish precisely the kinds of banking
services your European operations will require. For
example, in which currencies will you be invoicing? Will
you be hiring European nationals and paying them in
foreign currencies? How are you planning to fund your
local operating expenses?
Leveraging the expertise of your banker at the outset
will enable you to get the right pieces into place. For
example, when opening an account in a foreign country,
many layers of disclosures may be involved, including
who has ownership interest in the parent company, to
satisfy local anti-money laundering (AML) and know
your customer (KYC) requirements. Your banker should
be able to help with certifications and representations so

banking operations
{{

Maintain foreign currencies in the account

{{

Reduce paperwork and compliance legwork, since the
account has already met KYC and AML requirements

{{

Establish a natural currency hedge if there are payables and
receivables in the same currency

{{

Facilitate incoming non-urgent EUR and GBP payments
making it easier and less costly for your customers to pay you

The Role of an In-Country Account
For greater levels of complexity, local in-country accounts
are typically the next step beyond MCAs, offering
sophisticated products and services to handle a wide
array of banking services. In-country European accounts
can effectively help you access local payment systems
and local banking expertise, facilitate petty cash and
in-country collections and payments, and fulfill local
regulatory and tax requirements.
The way accounts are structured will be guided by
your specific business operations, and may encompass
multiple MCAs, in-country accounts, payment networks
and unique banking services. Whatever your business
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objectives, location and specific challenges, there’s an
account solution that can be tailored to your needs.

Three Companies Take on Europe
A closer look at three U.S. companies that recently
expanded into Europe help illustrate the wide range of
banking solutions that can be implemented based on each
company’s operational profile.
Sales from the UK

A rapidly growing software company based in California
decided to establish its European sales office and base
of operation in the UK. Its business plan called for sales
efforts throughout Europe; however, all employees of
this subsidiary would reside in the UK. Working with
its U.S.-based banker, the company was able to set up a
relatively simple banking structure that successfully met
its needs within a matter of three weeks.
Since the U.S. parent handles all invoicing for the
company, domestic MCAs were opened with the U.S.
bank to centralize control of all incoming collections
in GBP and EUR. The MCAs allow the U.S. parent to
transfer funds between the U.S. and the UK. accounts
and access timely information on incoming payments to
better manage buyer credit lines.

other local expenses. This account has access to all local
clearings and provides efficient low cost disbursements to
handle all payments in the UK.
Being formally introduced to a top UK bank by their U.S.
banker was critical to quickly moving through an account
opening process and satisfying the rigorous regulatory
requirements. This included leveraging the services of the
U.S. bank to satisfy KYC, AML and other compliance
hurdles.
The company used its U.S. bank to link all the accounts
on one online platform that provides convenient access
and control over all accounts to help manage cash
positions.
European acquisition

When this U.S. life science company acquired a European
firm with operations in Germany, the Czech Republic
and Hungary, a new account strategy was immediately
required to enable it to oversee and control in-country
accounts and cash positions. To work within the new
subsidiary’s existing structure, the U.S. company
established a regional structure with oversight over all
account activity by the U.S. parent company.

In addition to the MCAs through the U.S. bank,
the solution required an in-country account in Great
Britain. This account handles local functions, including
disbursements in GBP for taxes, employee salaries and

The U.S. company leveraged its relationship with its U.S.
bank to establish new in-country accounts that could
not only provide robust in-country services but link to
the U.S. bank to provide visibility and control over all
accounts for the U.S. parent. From the U.S., working
capital is managed effectively given its ability to move
funds to and from all of its European accounts.

France

UK

To complete the incorporation of a new company under
French law, a capital account must be opened with a
French bank and the required capital in EUR must
be transferred into this account. The French bank
then provides a certificate to the company confirming
receipt of the capital that must be filed along with the
formation documents at the commercial registry. A
registration certificate is issued and presented to the
French bank at which time the capital account can
then transition to an operating account to be used by
the newly incorporated company. Take these steps into
consideration in establishing your timeline.

Typical U.K. bank account opening requirements
include disclosure of the company’s beneficial owners
and certified copies of the passport and driver’s license of
those individuals that own greater than 20 percent of the
company and sometimes further disclosure if heightened
due diligence is required. The company may want to
notify significant shareholders of this requirement in
advance and co-ordinate delivery and certification of the
identification documents with your bank.
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Since the sales invoicing and collections are done by each
of the local subsidiaries, the in-country accounts provide
local customers a convenient and low cost method for
payment. To make use of treasury staff in Germany,
payments are processed by the German hub through
the in-country accounts that have direct access to local
clearings, resulting in lower payment costs.
While leveraging its existing European organization to
take advantage of local expertise, time zone differences,
access to local clearings and close relationships with its
customers, the parent company can oversee and manage
all bank account activity worldwide through its domestic
bank’s online system.
In-country times six

A Massachusetts-headquartered software company took
on Europe in a big way. It opened local sales offices in
the UK, France, Germany, the Netherlands, Belgium and
Switzerland — all with in-country accounts.
By opening MCAs through its existing U.S. bank, the
company was able to immediately simplify the task of
managing its activities in three European currencies. The
MCAs are used as collection accounts: the U.S. parent
invoices customers in EUR, GBP and CHF, and handles
all invoicing and collections. Balances in the MCAs fund
all six in-country accounts to pay local expenses and make
other disbursements. This allows the company to better
manage its foreign exchange (FX) risk and minimize
unnecessary FX conversions. Excess MCA balances are
converted to USD on a foreign exchange spot or forward
contract basis and invested in the U.S.

Make the Most of Your Opportunities
Overseas
When our clients have strategic opportunities in Europe,
we generally advise them to proceed with confidence.
As detailed above, there are significant challenges to
opening and structuring currency accounts; however, all
of these can be managed relatively easily when you involve
specialists with the appropriate expertise. As you study
the costs and benefits of doing business in Europe, keep a
few additional best practices in mind.
Draw on the expertise of your banker to help you
structure the right solution

There is no single structure or solution that is right for
every company. Variables include the type of business,
location and staffing needs. Expect to work with a banker
who can act as a consultative partner. The key areas of
expertise to look for are international cash management,
compliance and technology. In addition, your banking
advisor should be able to introduce you to attorneys and
other service providers in-country who can help you
navigate regulatory and business hurdles.
Despite the relative simplicity of doing business in
Europe since the adoption of the euro and the push to
harmonize the pan-European payment landscape with
the implementation of SEPA, each country continues to
operate legacy payment clearing systems, business practices
and regulatory regimes that require a considerable amount
of detailed knowledge to navigate adeptly.
Embrace technology

MCAs consolidated activity and monitoring:
{{

Created a central pool for each invoicing currency

{{

Centralized control over the company’s largest cash balances

{{

Completed online, timely transaction information to better
manage buyer credit lines

{{

Efficiently managed transfers to fund local operating expenses
or convert to USD

{{

In providing IBAN and UK Sort Code, they served as an
efficient collection account for customers paying in EUR and
GBP

Sophisticated technology is a requirement when doing
business in multiple countries. Companies require visibility
into their ongoing operations, both separately for each
affiliate and in aggregate. The technology you use must
be capable of bridging this gap with online information
reporting and payment capabilities. In this way, your
treasury team gains access to local accounts, including
clearing systems and low cost payment transactions. At
the same time, they have centralized control of treasury
operations. Of course, the technology itself is just the first
step; the real value comes from your financial advisor’s
ability to customize solutions that meet your business
requirements.
Doing Business in Europe: Currency Account Structures
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Give yourself time when establishing in-country
accounts

About Silicon Valley Bank

The transparency and stability of Europe’s political,
legal and regulatory environment are frequently cited
by business leaders as top factors in its appeal, yet every
European country presents different challenges that can
be time-consuming to overcome. It’s important to allow
adequate lead time to set up systems for invoicing in
foreign currencies, opening in-country bank accounts and
managing overseas cash balances, not to mention opening
a subsidiary with foreign nationals on staff.

Silicon Valley Bank is the premier commercial bank for
companies in the technology, life science, venture capital,
private equity and premium wine industries. SVB provides
a comprehensive suite of financing solutions, treasury
management, corporate investment and international
banking services to its clients worldwide. Through its
focus on specialized markets and extensive knowledge
of the people and business issues driving them, Silicon
Valley Bank provides a level of service and partnership
that measurably impacts its clients’ success. Founded
in 1983 and headquartered in Santa Clara, Calif., the
company serves clients around the world through 26
U.S. offices and international operations in China, India,
Israel and the United Kingdom. Silicon Valley Bank is a
member of global financial services firm SVB Financial
Group (Nasdaq: SIVB), with SVB Analytics, SVB
Capital, SVB Global and SVB Private Client Services.
More information on the company can be found at
www.svb.com.

Look to your banker to help identify roadblocks, streamline
processes and structure the right account solution for your
needs. The operational efficiencies you ultimately attain
can require an up-front investment of your time as well
as legal legwork before you get to the launch. The key is
to give yourself adequate time to meet these challenges.

Silicon Valley Bank is the California bank subsidiary
and the commercial banking operation of SVB Financial
Group. Banking services are provided by Silicon Valley
Bank, a member of the FDIC and the Federal Reserve
System. SVB Private Client Services is a division of
Silicon Valley Bank. SVB Financial Group is also a
member of the Federal Reserve System.

1 From Redrawing the map: Globalization and the changing world of business, an Ernst & Young report, written in cooperation with the Economist Intelligence Unit.
2 Lessons from change: Weathering the storm in the technology industry, Ernst & Young, 2009.
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Silicon Valley Bank Headquarters

3003 Tasman Drive Santa Clara, California 95054 U.S.A.
Phone 408.654.7400 svb.com

Foreign exchange transactions can be highly risky, and losses may occur in short periods of time if there is an adverse movement of exchange rates. Exchange
rates can be highly volatile and are impacted by numerous economic, political and social factors, as well as supply and demand and governmental intervention,
control and adjustments. Investments in financial instruments carry significant risk, including the possible loss of the principal amount invested. Before entering
any foreign exchange transaction, you should obtain advice from your own tax, financial, legal and other advisors, and only make investment decisions on the
basis of your own objectives, experience and resources. Opinions expressed are our opinions as of the date of this content only. The material is based upon
information which we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such.
©2011 SVB Financial Group. All rights reserved. Silicon Valley Bank is a member of FDIC and Federal Reserve System. SVB>, SVB>Find a way, and SVB Financial Group
are registered trademarks of SVB Financial Group; Silicon Valley Bank is a registered trademark of Silicon Valley Bank. FG-11-11308 Rev. 05-25-11

