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Components to manage global cash flow and money management includes:
1. Minimising cash balances

2. Reduce transaction costs

3. Centralising depositories

4. Making optimal use of  internal funds

5. Position funds optimally

6. Multilateral netting

These key issues form one of the key areas in the international financial management.

1. Minimising cash balances
i. Firms must keep cash balances as low as possible, if not they loss interest or return on investment.

ii. The firm must know why cash is needed and how much.
a. Transaction motives – normal payments for normal operation.

b. Cash as a safety margin.

c. Speculative – to take advantage of opportunities.

iii. Multinational companies with numerous foreign subsidiaries having the same problem, high liquidity with low returns or visa versa.

2. Reducing transaction costs
i. Transaction cost is the commission paid to dealers.

ii.  Multilateral netting is an approach to reduce these costs.

3. Centralising depositories

i. Centralised pooling of cash reserves gives firms larger amounts to deposits, higher rates of return and reduce total amount of overall cash-hold.

4. Making optimal use of internal funds.
i. Multinational enterprises (MNE’s) use a number of techniques to transfer funds between countries:
a. Dividend remittances

b. Royalty payments

c. Licensing fees

d. Transfer prices

e. Fronting loans.

ii. 
When MNE’s want to expand their international operations, the        additional funds is the firm’s net working capital – difference between current assets and current liabilities.

5. Positioning funds optimally.

i. The techniques includes:

a. Transfer pricing

b. Tax havens

c. Fronting loans

d. Multilateral netting
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