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7 ways VAM can transform your cash management
services

Corporate treasurers are demanding more from their partner banks,
particularly when it comes to cash management. Banks face a choice:
modernize services to meet these expectations or risk losing clients to
more agile competitors.

Virtual Account Management (VAM) offers a comprehensive solution,
enabling banks to upgrade their cash management offerings. While VAM
originated in the Nordics in the 1980s, its capabilities have significantly
evolved, now addressing a wide range of treasury challenges,

from payments to liquidity and compliance.

This eBook explores seven ways VAM empowers banks to win mandates,
retain customers, and grow revenue:

Simplify collections

Optimize liquidity management

Manage client fund

Streamline transactions with POBO and ROBO
Enhance treasury control with in-house banking
Enable multi-currency account
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Maximize returns with virtual deposits accounts.

1. Simplify collections

Collecting the proceeds from your clients — whether cash, cheque or
digital - into a single physical account can create certain reconciliation
challenges, as not all clients will include the remittance details, such as
payer ID or invoice number.

This means that reconciling customer payments to invoices requires
additional manual input, making it prone to errors, especially with
incomplete remittance data.

The solution

Virtual accounts streamline clients’ collection by assigning each customer
a unique virtual account number or a unique reference ID linked to a single
physical account. Payments are then allocated to a unique virtual account,
making the subsequent identification and reconciliation a much more
streamlined process.



SAPFioneer 7 ways VAM can transform your cash management services

Use cases include:

+ Utilities companies assigning virtual account numbers to subscribers,
ensuring accurate reconciliation of bills.

* Manufacturing companies managing distributor payments across
regions with ease.

» Educational institutions tracking tuition payments by assigning virtual
accounts to students.

Physical Master

Account #12345000

Client1l

VA12345001 (GBP) Please note
that payments

Direct payment to acct 12345001
Ref.Invoice 1234

Client2

are replicated
VA 12345002 (GBP)

(pooled)
to the master

Direct payment to acct 12345002
Ref.Invoice 2345

Client3

Direct payment to acct 12345003
VA 12345003 (GBP)

Ref.Invoice 3456

account
Client4

VA 12345004 (GBP)

inreal time
Direct payment to acct 12345004

Ref.Invoice 4567

Client5

Direct payment to acct 12345005 VA 12345005 (GBP)

Ref.Invoice 5678

Key benefits

» Automated reconciliation: links payments to customers or invoices
automatically, reducing manual input.

* Improved accuracy: minimizes errors in payment matching, ensuring
seamless cash application.

» Cost savings: reduces administrative overhead and operational
expenses tied to manual reconciliation and managing multiple
accounts.

* Enhanced customer experience: simplifies payments for customers
eliminating the need for extra remittance details.

» Scalability: easily handles growing payment volumes without requiring
additional physical accounts.
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2. Optimize liquidity management

Traditional liquidity management approaches, such as physical cash
concentration, are often complex to set up and maintain. These methods
make it difficult for corporate treasurers to stay flexible and adaptable to
changing company needs.

The solution

VAM enables businesses to centralize funds under a single, multi-tiered
account structure, achieving results that closely mirror the benefits of
traditional physical - without the need for manual fund transfer.

Traditional Virtual Accounts
Physical Pooling replicating Physical Pooling

Group Master Account Group Master Account
#12345678 #12345678

Physical Physical Physical
Accountll Account 12 Account13
(EUR) (EUR) (EUR)

Key benefits

» Centralized cash overview: delivers real-time visibility of cash across
all entities, empowering better decision-making.

» Reduced account volumes: minimizes reliance on physical accounts
simplifying operations and cutting costs.

» Enhanced efficiency: automates cash positioning and reporting,
reducing manual intervention and errors.

» Cost savings: significantly lowers expenses associated with
Maintaining traditional liquidity management systems.
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3. Manage client fund

Industries like legal, real estate, and escrow services often require
segregating and managing client funds through multiple physical
accounts. However, this approach leads to high administrative overhead,
increased banking fees, and growing operational complexity as the
number of clients increases.

The solution

VAM overlays a single physical account with virtual accounts for each
client, enabling clear fund allocation without the need for multiple physical
accounts.

» Law firms: manage client retainers by tracking payments, withdrawals
and balances through virtual accounts.

» Escrow services: ensure transparency and audit ability for funds held
on behalf of buyers and sellers, such as with an e-commerce platform
provider managing batch payments.

* Real estate companies: manage funds at a granular level with master
accounts for distinct property projects while virtual accounts
segregate funds by tenant or property, streamlining rent collection
and payment tracking.

Example of Real Estate developer

Physical Account
for #12345000 (EUR)

Physical Account for Property 1 Physical Account for Property 2
#12345000 (EUR) #87654000 (EUR)

VA 12345101 VA 12345102 VA 12345103 VA 12345104 VA 12345105
(EUR) (EUR) (EUR) (EUR) (EUR)

Tenant 101 Tenant 102 Tenant 103 Tenant 104 Tenant 105

VA 987654201 VA 987654202 VA 987654203

(EUR) (EUR) (EUR)

Tenant 201 Tenant 202 Tenant 203
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Key benefits

» Cost efficiency: no need to open and manage multiple physical
accounts.

» Simplified reconciliation: automates transaction tracking, reducing
errors and streamlining processes.

* Enhanced transparency: provides auditable reports for regulators,
auditors, and clients.

» Operational agility: enables quick creation or deactivation of virtual
accounts for new or closed client relationships.

* Improved cash management: consolidates funds into a single master
account while maintaining granular control over individual balances.

4. Streamline transactions with POBO and ROBO

With advances in technology and the drive for cost-effective solutions,
central corporate treasuries responsible for multiple subsidiaries are
playing a larger role. However, these treasuries must follow regulatory
requirements that demand segregated funds for each legal entity, typically
forcing businesses to open and maintain multiple physical accounts per
subsidiary.

Managing payments (POBO) and collections (ROBO) across numerous
entities in this fragmented setup quickly becomes cumbersome,
expensive, and inefficient. As organizations expand and the number of
subsidiaries grows, the challenge intensifies, highlighting the need for
more streamlined, centralized approaches to treasury operations.

The solution

VAM enables POBO and ROBO, allowing centralized processing while
maintaining compliance and granular visibility:

» ROBO: each remitter is assigned a unique virtual account number
automating the reconciliation process and ensuring payments are
accurately attributed to the correct subsidiary or business function.

« POBO: payments are processed from a central master account, but
each transaction retains visibility into the paying entity. This ensures
recipients can identify the initiator of the payment, delivering
transparency and efficiency.
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Centralized Treasury

Physical Master

Account #12345000

Payment Entity 1 Collection Entity 1

« VA #12345888 REEEEEEE VA #12345111 «

Payment Entity 2 Collection Entity 2

« VA#12345099 REmmEeE  VA#12345222 «

Key benefits

» Centralized operations: streamlines fund flows across subsidiaries.

» Cost reduction: minimizes banking fees and administrative overhead.

» Real-time insights: enhances visibility into cash movements.

* Automated reconciliation: reduces manual errors and improves
efficiency.

» Supports in-house banking: simplifies inter-company fund
management.
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5. Enhance treasury control with in-house banking

Traditional in-house banking requires maintaining multiple physical
accounts for subsidiaries, creating high costs, inefficiencies, and
complexity. Managing inter-company transactions, liquidity, and funding
across entities becomes cumbersome, limiting scalability and operational
control.

The solution

Virtual accounts simplify in-house banking by allowing centralized
management while retaining entity-level granularity.

Each subsidiary or business unit is assigned a unique virtual account
number linked to a master physical account. This enables the central
treasury to track transactions for each entity without needing separate
physical accounts.

Beyond basic cash management, virtual accounts empower corporations
to act as their own internal bank, offering inter-company lending, FX
services, and internal payment processing.

Examples include:

» A multinational corporation uses virtual accounts to segregate
and monitor inter-company payments by entity.

» Treasury teams provide competitive FX conversion services to
subsidiaries, reducing reliance on external banks.

« Subsidiaries manage internal borrowing and lending efficiently
through virtual accounts.

Centralized Treasury

__________________________________________________________

\ Entity1 Master Entity 2 Master Entity 3 Master
1 Account #12345000 Account #87654000 Account #99999000

Payment Region 1 Liquidity A
ma VA#12345001 > #87654001 ma VA#99999001

Receivables Region 2 Liquidity B
ma VA#12345002 > #87654002 ma VA#99999002

Liquidity Liquidity Liquidity C !
VA #12345003 5% #87654003 Ba VA#99999003 M

_______________________________________________________

Inter-company Lending
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Key benefits

» Cost reduction: Eliminates the need for multiple physical accounts
reducing fees and administrative costs.

» Centralized control: Provides a single point of control over group cash
while maintaining detailed entity-level visibility.

 Inter-company banking services: Facilitates internal lending, FX
transactions, and payment processing, strengthening financial
ecosystems.

» Streamlined settlements: Speeds up inter-company reconciliations
and improves oversight of payments and loans.

» Optimized liquidity: Consolidates group-level liquidity while ensuring
visibility and control at the entity level.

» Regulatory compliance: Delivers clear, auditable records of inter-
company transactions, aiding tax and regulatory adherence.

6. Enable multi-currency account

For businesses working across borders, managing multiple currencies
is a common pain point. Traditional methods require separate physical
accounts for each currency, leading to higher fees, increased
administrative costs, and fragmented cash visibility.

The solution

Multi-currency virtual accounts streamline operations by consolidating
funds into a single master account with virtual sub accounts for each
currency. This allows businesses to track, manage, and reconcile
transactions in multiple currencies without opening additional physical
accounts. Examples could include:

* Global e-commerce companies collect payments in USD, EUR, and
GBP via dedicated virtual accounts.

» Multinational corporations settle local supplier payments while
maintaining centralized control over global cash flows.

» Exporters can aggregate and track receivables across currencies,
while funds are automatically converted on top level into the master
currency enabling efficient FX management.
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Funds can be physically or notionally
Converted into onebase currency

Physical Account

#987654321
Payments in EUR
Payments in U SD_> VA 33334444 (USD)
Payments in GBP_> VA 55556666 (GBP)
Incoming or Ou-tgomg I I VA 77778888 (SGD)
Payments in SGD
Incoming or Out.gomg VA 99990000 (JPY)
Payments in JPY

Key benefits

» Cost efficiency: reduces banking fees by eliminating the need
for multiple physical accounts.

+ Enhanced visibility: consolidates cash positions across currencies
improving liquidity management.

» Simplified reconciliation: Automates currency-specific tracking
reducing errors and manual effort.

* Improved FX management: Optimizes currency conversions and
mitigates foreign exchange risks.

» Operational flexibility: Supports global operations with centralized
control over multi-currency transactions.

11
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7. Maximize returns with virtual deposits accounts

Traditional surplus cash management requires manual tracking
and multiple physical accounts, limiting efficiency and agility.

The solution

Virtual deposit accounts enable businesses to allocate funds across
different investment instruments such as savings account or term
deposits - all under a single master physical account.

Each virtual account represents a specific investment, allowing for
seamless tracking of returns, maturity dates, and cash flows without
the need for additional physical accounts.

» Corporate treasuries can manage short-term investments like
overnight deposits alongside long-term instruments such as fixed-
term deposits.

* Real estate firms can segregate funds for future projects or tenant
deposits, tracking balances and investment income in virtual accounts.

» Global enterprises could diversify investments across geographies
and instruments while maintaining centralized oversight.

Multi-Deposit Master
Account #987654321

N
»

Overnight Deposits

Fixed Term Deposits
VA 33334444 (USD)

Notice Account

VA 55556666 (GBP)

Green Deposits

VA 77778888 (SGD)

Money Market Fund

mmma VA 99990000 (JPY)
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Key benefits

» Streamlined management: consolidates investment operations under
one master account with sub-accounts for granular tracking.

* Enhanced visibility: delivers real-time insights into performance,
returns, and cash positions across all investments.

* Operational efficiency: reduces the need for multiple physical
accounts, minimizing administrative tasks and errors.

* Liquidity control: allows for quick fund reallocation between
investments or back to operating cash, ensuring flexibility.

» Cost savings: lowers account maintenance and transaction fees by

consolidating physical accounts.

Ready to take the lead in cash management?

Corporate treasurers demand solutions that simplify complexity, enhance
efficiency, and provide real-time control. Virtual Account Management
(VAM) offers a proven, scalable platform to help your bank deliver the cash
management capabilities your corporate clients need to thrive in today’s
fast-paced financial landscape.

* Win new mandates by meeting the advanced requirements of
multinational corporations.

» Deepen client relationships through tailored solutions like POBO,
ROBO, and multi-currency accounts.

* Boost profitability with efficient, cost-saving tools that streamline
operations for your clients.

Explore how VAM can elevate your bank’s cash management proposition.
Request a demo or contact our team.

© SAP Fioneer 2025 All rights reserved. No part of this publication may be reproduced or transmitted in any form or for any purpose without the express permission of SAP Fioneer.
The information contained herein may be changed without prior notice. Some software products marketed by SAP Fioneer and its distributors contain proprietary software
components of other software vendors. National product specifications may vary. These materials are provided by SAP Fioneer for informational purposes only, without
representation of warranty of any kind, and SAP Fioneer shall not be liable for errors or omissions with respect to the materials. The only warranties for SAP Fioneer products and services
are those thatare set forthin the expresswarranty statements accompanyingsuch products andservices, if any.Nothing herein shouldbe construed asconstituting an additionalwarranty.
In particular, SAP Fioneer have no obligation to pursue any course of business outlined in this document or any related presentation, or to develop or release any functionality herein. This
document, orany related presentation, and SAPFioneer’s strategy and possible future developments, products, and/or platforms, directions, and functionality are all subject tochange and
may be changed by SAP Fioneer at any time for any reason without notice. The information in this document is not a commitment, promise, or legal obligation to deliver any material, code,
or functionality. All forward-looking statements are subject to various risks and uncertainties that could cause actual results to differ materially from expectations. Readers are cautioned
not to place undue reliance on these forward-looking statements, and they should not be relied upon in making purchasing decisions.


https://www.sapfioneer.com/demo-virtual-account-management/

