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WHAT IS CORRESPONDENT BANK=

¢6 It is a financial institution that provides services
on behalf of another financial institution. 99

Sending Country Receiving Country

Correspondent Bank
Relationship




CORRESPONDENT BANKING

typically involves the two banks establishing reciprocal
accounts with each other. These accounts are established
to enable the domestic bank to make payments or money
transfers on behalf of the foreign bank.

These reciprocal accounts are called “nostro” and
“vostro” accounts.



NOSTRO AND VOSTRO ACCOUNTS

Nostro and Vostro accounts refer to the same thing from a

different perspective.
R

To Bank X, that is a nostro acoount. X %
“our account on your books”
To Bank Y, that is a vostro acoount. Bank X's Account

“your account on our books” ‘




Reasons Why Domestic Banks Employ
Gorrespondent Bank.

Limited access to foreign financial market
Costly to establish a branch in foreign countries

Inability to service client accounts without
opening branches aboard



What do they provide features?

International services
Treasury services
Facilitate international trade and
finance

Image Cash Letter Services
Federal Fund
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4 Facilitate wire transfers and international
business transactions

Reduce risk

SATISFIED CUSTOMERS

|‘ more convenience

Reduce transaction cost




Diffierence hetween correspondent bank and
intermediary bank

Depending on the location *: o

Australia and EU member nations : the role of correspondent and
intermediary are not different.

United States of America : the difference between two of these is
correspondent bank transaction involves more than one currencies.
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Q&A



5704640233
5704641157
5704640860
5704642163
5704641934
5604641281
5704641967



