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The Association is a professional body, formed to encourage and promote the
study and practice of finance and treasury management, and to educate those
involved in the field. It is the only UK professional body which concentrates and
sets professional examinations exclusively on this subject. It is an independent
body, governed by a Council of Members, whose work is supported by a number
of active voluntary committees.
The Association has approximately 450 Fellows, 1400 Members, 850 Associate
Members and more than 1300 professionals enrolled on examination courses.
Since its formation in 1979, the influence of and contribution made by the
Association have grown steadily. High educational standards have fed through
into high technical standards. This has meant that, as an organisation, the
Association focuses not only on serving its members directly, but also represent
ing them on relevant issues in the public domain. It has influenced proposals
for regulatory change and promoted voluntary codes for wholesale market
participants. It has also influenced changes in accounting and tax legislation.
The Association has contributed to the corporate governance debate and aspects
of competition policy, and has been consulted on and successfully contributed
to many practical aspects of European Monetary Union. These messages are
reinforced at conferences and in the publications it produces.
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prebon yamane
Prebon Yamane takes great pleasure in being associated with the publication of
the ACT Companion to Treasury Management. The Association has been a pioneer
within the field of treasury management setting the highest standards through a
rigorous process of education. We feel a certain level of synergy as both Prebon
Yamane and The Association of Corporate Treasurers have set the benchmarks in
education for their respective industries.
Treasury management is one of the fundamentals in ensuring the financial
well-being of an organisation. Prebon Yamane's expertise and experience in this
area places us in a privileged position to appreciate the importance of and need
for a companion of the highest standard. This criterion has been achieved
admirably.
Prebon Yamane is a premier broker for institutions world-wide. As an inter
mediary in a broad range of over-the-counter (OTC) markets, we are known by
our clients for enhancing Uquidity and for service characterised by profound
market and product knowledge, a commitment to understanding and supporting
their goals with the highest professional ethics and standards. Our strategy is to
provide organisations with a comprehensive treasury service supported by tech
nical expertise and innovation.
We are delighted to work with the Association on the publication of this book,
especially as we have a field of mutual interest. Markets have undergone
significant change since the previous edition was compiled and a newly revised
edition will be of immense value.
Prebon Yamane (UK) Limited
For further information please visit our world-wide web site www.prebon.com
or our local web sites www.prebon.co.uk and www.prefincon.co.uk

Foreword

Second edition titles are sometimes an unnecessary update to the first, but this
book edited by Valerie Hawkes proves the exception. This work is much more
than just an update of the first edition, it is completely rewritten consisting of
entirely new material. The sections have been compiled by a group of speciaHst
contributors, each one an expert in their own field.
The Association of Corporate Treasurers is continually striving to provide
exceptional titles with comprehensive content written by practitioners for the
benefit of its Membership and the broader financial community and this wideranging glossary of terms does just that.
In line with the previous text the terms outlined are intended as a useful ref
erence for all finance professionals and provide a clear explanation of their uses
and practicalities along with risks and advantages of implementation. Since the
publication of the first edition in 1986 by J Archie Donaldson (incidentally the
first book ever published by the Association), many new terms and market instru
ments have come into existence. It is particularly interesting to note the entries
for items such as risk management, cash management and European monetary
system.
The editor has included a comprehensive list which will help the reader under
stand some of the more complex issues in treasury and financial management.
This book contributes to the high standards encouraged by the Association in
corporate treasury management as well as proving to be an essential guide for all
those interested in this area.
Paul Spencer
President, The Association of Corporate Treasurers
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Preface

In my work as a consultant I frequently visit the offices of corporate treasurers
and finance directors, and I always try to glance at their bookshelves. Invariably
the in-house library reveals the familiar red spine of Archie Donaldson's excellent
first edition of the ACT Companion to Treasury Management. A handful of books
have become standard texts in treasury management, and Archie's book is cer
tainly one of these. Now more than a dozen years old, but still going strong.
Nevertheless, the last decade or so has brought great changes to the world of
finance, and the Companion needed an update. Some of the phrases defined in
the earlier book have now become obsolete, whilst others have slipped into such
common usage that a definition is no longer necessary. Whole new topics have
become important in the field of treasury management. This second edition
covers areas such as treasury systems, risk management and the tax treatment of
treasury instruments that were not included in the previous work.
It was a daunting prospect when I was asked to write a second version of this
highly regarded book. All the more alarming was the fact that Archie had com
piled the previous book entirely on his own. Not brave enough for this, I enlisted
some specialist assistance, and I am immensely grateful to my co-authors for all
their excellent ideas, encouragement and patience.
This book is intended for treasurers, finance professionals, business advisors
and students; in fact for anyone whose work touches on the field of treasury man
agement, and who sometimes needs to check the correct interpretation of a word
or phrase. I hope that all readers find the book a helpful reference work and a use
ful addition to their business library.
This second edition of the ACT Companion to Treasury Management

is an

entirely new work. Even the definitions of those phrases that were also covered in
the first edition have been re-written by the new authors. This is not just an
update; it is a completely different book.
I always learn a great deal from my client companies, and particularly from
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their treasurers and finance directors. Some of my recent cHents may recognise
their businesses in the examples I have used in the text, and I am most grateful
to them for contributing to the development of my ideas, and for their
encouragement.
There are many other people who have helped me with this book and to whom
I owe my gratitude. I must particularly mention Paul Spencer for writing such an
excellent foreword to the second edition. I am also most grateful to Dr Andreas
Prindl, the Provost of Gresham College and a Past President of the ACT, who very
kindly gave up the time to read through the first draft and made many construc
tive comments. Special mention is owed to Dominic Bennett, who checked the
first drafts of my own sections, and provided some most helpful ideas and sug
gestions. Thanks are also due to Claire Gwinnett, the Publications Manager of the
ACT, for her positive attitude and assistance throughout the preparation stages.
Finally, my gratitude goes to my husband David who has put up with me
spending many evenings hunched over my computer working on this book, and
who has never failed to provide support and drinks.
Valerie Hawkes
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List of contributors

Valerie Hawkes
Valerie Hawkes is an independent treasury consultant who specialises in advising
major corporates on strategic and organisational issues. She undertakes interim
management assignments as well as project-based consuhancy. Valerie founded
her own consultancy business in 1992 after working for seven years in treasury
and financial consultancy with two of the top five accountancy firms. Before
entering consultancy Valerie worked in the head office treasury department of
BAT Industries pic.
Valerie is a member of the Association of Corporate Treasurers and of the
Institute of Management Consultants. She has lectured at a number of A C T con
ferences, particularly on the latest developments in treasury systems. Also for the
A C T she was the founder organiser of the London Students Part I Group and was
the organiser of the City of London regional group for five years. Valerie is now a
vice-chairman of the Editorial Committee.

Paul Baldwin
Paul Baldwin is a Director with Union Bank of Switzerland, based in London.
Working in the Fixed Income Division, he is responsible for marketing risk man
agement and structured finance products to European clients. In this role, he has
advised a large number of corporate and sovereign clients on the use of deriva
tive instruments to manage interest rate, foreign exchange, credit and tax risk.
Paul's previous experience includes Bankers Trust International where he was
responsible for marketing derivative and capital markets products to U K corpo
rate clients. Prior to this he was responsible for group strategic planning and
business development at United Precision Industries Ltd, and had worked in
management consultancy with the LEK Partnership.
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