
To cash pool or not to notional cash 

pool, that’s the question  

  

With Basel III, when it will be implemented and fully applied, a key 

question has been raised. The notional pooling has been called into 

question. Even among transactional banks, no one precisely knows 

whether the notional cash pooling will be allowed and technically 

feasible. Some members of the treasury community believe that 

their European banks may no longer offer notional cash pooling to 

their clients. The most pessimistic even think it could go away 

entirely. We feel a certain uncertainty and hesitation within bank 

specialists. Should they still propose notional pooling to their 

customers or should it be better to forget it completely? 

Unfortunately, nothing seems 100% clear. The cash management 

could face a revolution soon and treasurers need to be prepared. It is 

maybe not the end of notional pooling as some people claim. 

Nevertheless there are many reasons to address the issue.  
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Basel III does not forbid setting up notional pooling structures. 

However, it imposes stricter requirements on offsetting balances 

(debit/credit). Furthermore, it imposes to banks to allocate more 

capital to this specific polling solution. Therefore, multi-notional 

pooling should be less often proposed to corporates than before. 

Banks could become more selective in offering such a structure and 

likely to large profitable customers. Yet it is a useful solution for 

pooling multiple currencies with multiple entities. The banks could 

decide to take haircuts because of extra-capital requirements. It 

could still be offered but at a higher price and probably with special 

restrictions, for example at quarter closings. Banks will certainly 

decide to periodically make physical transfers to avoid perpetual 

overdrawn accounts. As notional pooling was already not that 

popular with lots of banks, we can easily guess that Basel provisions 

will certainly not help developing that type of solution. In the best 

case scenario, if it is still offered, it will be worse conditions. Some 

bankers believe it will be maintain to existing customers under 

notional pooling and not offered to new customers. It will likely not 

be suggested or proposed to customers by banks spontaneously. The 

cost can become the killing factor of notional pooling structures.    
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Notional pooling has though being used by treasurers as an effective 

working capital tool when they want to use intra-group liquidities 

within the group. Although it is not a medium term funding tool, it 

enables to alleviate short-term financing mismatching. All foreign 

exchange conversions are purely notional and it enables a treasurer 

to limit FX costs and to limit use of bank credit lines. Even with new 

provisions and guidelines on how much capital a bank should set 

aside, it would be premature to claim it means the death of notional 

pools.  As long as treasurers can provide their banks with legally 

enforceable cross guarantees they do not have to set aside capital. 

Banks will select top tier customers to whom they will offer this type 

of pooling. Banks will require “operational deposits” (and not non-

operational deposits). They would offer structures with an overlay 

structure in which the real operational business sits with the local 

banks. Eventually, in certain jurisdictions the Basel III implementation 

may result in tougher rules. US banks could even be more penalized 

with some provisions imposing to hold more liquidity. It could be a 

disadvantage for the US institutions. The future will tell us whether 

zero balance pooling structures will remain the only one applied or if 

some privileged MNC’s can still maintain notional pooling, even if 

slightly more expensive than before. That’s the question everyone, 

from sell and buy side, has in mind. 
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