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About StoneCastle
StoneCastle Cash Management, LLC (“SCCM”), is a subsidiary of StoneCastle Partners , LLC (“SCP”).
SCP was founded in 2003 to connect investors with the $3 trillion community banking industry. Our
industry experience and proprietary processing and analytical systems have made us one of the
leading providers of cash management strategies.

Ownership
Year SCP
Founded
2003

SCCM AUA*
$19B

Headquarters
New York, NY

Employees
70+

SCP is employee owned and managed with backing
from two world-class financial partners with experience in asset
management and financial services.

Charlesbank Capital Partners

An established private equity firm with a
consistent track record, disciplined investment strategy and
long-standing commitment to the middle market.

Canadian Imperial Bank of Commerce (CIBC)

CIBC is a leading global financial institution,
providing a full range of financial products
and services to retail and institutional clients around
the world.

*Assets quoted above are for SCCM as of March 31, 2021. Deposits quoted include Bulk Insurance Deposit Services (“BIDS”), a program where SCCM acts as a consultant and
introduces banks to third party administrators. Assets in BIDS are not included in the calculation of SCCM’s regulatory assets under management noted in its Form ADV.
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The Cash
Landscape/
Market Environment

Cash In The Headlines
•

Banks are Bingeing on Bonds but Not Because They Want To – The New York Times (8/2021)

•

Money Market Fund Reforms Could Sink Sector – Investment Executive (7/2021)

•

Why Bank Deposits Are at Record Levels – Internationalbanker.com (6/2021)

•

Firms Wary as Money Market Rule Changes Studied After Covid-19 Run – WSJ (8/2021)

•

Uneven Flow: Uneven Views Of Tapering Persist – Cash is Everywhere – JPM U.S. Fixed Income

Overview (8/2021)

•

US Money Market Funds Struggle as Short-Term Rates Near Negative Territory – Financial Times

•

Panic in the Parking Lot for Cash: Low Interest Rates and Paltry Yields Prompt Money-Market
Managers to Waive Fees and Close Funds – New York Times (10/2020)

(6/2021)

•

Are Treasuries Behind the Inflation Curve? This Gauge Suggests Yes – Barron’s (6/2021)

•

Deutsche Bank Warns of Global ‘Time Bomb’ Coming Due to Rising Inflation – CNBC (6/2021)
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Market Environment
Effective Fed Funds Rate Historical (1/2008-8/2021)

Jan 2008
3.94%

August 2021
0.09%

Up markets erase bad memories; down markets remind us what got us through

Source: Fred.stlouisfed.org.
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Market Environment
US Fixed Income Markets | Cash & Short Duration
•

UST Short-term Rates: (3-mo. UST: Year End Close (YEC): 0.06%, Previous Month Close
(PMC): 0.04%, Month End Close (MEC): 0.04%) 3-mo UST yields remain flat for the month and
consistent with their 90-day moving average (0.04%). Downward pressure is expected to
continue given the persistent high level of global liquidity.

•

UST Market Bellwether Yield (10yr): (YEC: 0.91%, PMC: 1.24%, MEC: 1.31%) Off their near
cycle lows but trading somewhat directionless. Could prove the beginning of a cycle change or
just another false start to higher yields. Forty years of downward pressure on yields has been a
tough trade to reverse.

•

UST Yield Curve (2-10yr): (YEC: +0.79%, PMC: +1.05%, MEC: +1.10%) Slight steepening and
just as above; precursor to a new move steeper or more of the same?

•

Longer-term Inflation Breakeven Spread (10yr): (YEC: +2.00%, PMC: +2.40%, MEC: +2.34%,
5-yr Real Rates/TIPS @ -1.79%) A slight easing in this market inflation metric as consumer
pullback/fatigue in the face of heightened Covid concerns?

•

Effective Fed Funds Rate: (YEC: 0.09%, PMC: 0.10%, MEC: 0.09%) Solid as a rock!

*As of September 3, 2021.
Source: Fred.stlouisfed.org.
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Market Environment
US Treasury Yield Curve (2017-2021)

Source: Fred.stlouisfed.org.

7

Market Environment
US Economic | What We’re Watching
•

Economic Calendar: economic calendar Jackson Hole has come and gone with all eyes now
focused on the next FOMC meeting with Summary of Economic Projections (September 2122). The Fed has paved a long runway in hopes of a smooth post-pandemic policy transition but
with the market dissecting each nuanced word, it’s only wise/prudent to expect a few potholes and
air pockets along the way.

•

Fed Policy and Balance Sheet: Taper, taper, taper! Not if, but when and how as the market
discussion turns to whether the long anticipated move will be fast or slow. Current chatter has a
fast taper acting to keep long-term rates relatively low while a slow taper should have the opposite
impact.

•

Fed Resolve v. Market Expectations: Most agree, regardless the speed of the taper its impact on
short-term rates should be muted at best. That said, having the largest buyer exit the market, not
just through issue maturity but as a real seller, will undoubtedly cause some price/yield
dislocations, however transparent or forewarned.
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Market Environment
US Economic | What We’re Watching
2Q21 Employment Cost Index |
Becoming Sticky or Only Transitory?

Help Wanted.
Time to Come Back, Maybe/Please?

Source: Fred.stlouisfed.org.
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Market Environment
•

Federal Reserve Keeps Rates Unchanged but Cites ‘Progress” Toward Goals – The New York Times

(7/2021)

⁃

FOMC keeping interest rates in a target range between 0% and 0.25%

⁃

The central bank is likely to begin reducing its monthly bond purchases this year,
though rate hikes aren’t imminent as there is still “much ground to cover” before
the economy hits full employment. Federal Reserve Chair Jerome Powell’s Jackson
Hole economic speech – 8/27

•

What “Transitory” Inflation Really Means – Barron’s (8/2021)

•

The $3.5 Trillion Budget Plan Could Make Inflation A Perpetual Problem – Barron’s (8/2021)

What does this mean for Treasury Professionals?
We believe rates will continue to remain under pressure and it will become challenging to find rates
above .05%.
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2021
Knowns &
Unknowns

2021 Knowns
Treasury Professionals Need to Stay Consistent with Their Investment
Policy of Absolute Safety and Liquidity
•

Options for cash that are consistent with investment policy mandates continue to shrink with
some becoming unavailable and others that are simply unattractive

•

Money Market Fund regulatory reforms are coming and will dominate cash discussions

•

ZIRP - Short-term treasuries hovering near record lows

•

The Fed has been purchasing $80 billion a month in Treasury bonds and $40 billion in
mortgage-backed securities since June 2020*

•

The $5 trillion in pandemic-era stimulus is more than triple Great Recession-era aid — and
suggests a permanent shift in the way Congress spends**

•

Historic liquidity at banks. Several large banks shunning institutional cash from significantly
bloated balance sheets

*Source: wsj.com, June 28, 2021. ** Source: BusinessInsider.com, March 20, 2021.
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2021 Knowns
Deposit Growth Remains Strong:

U.S. Domestic Bank Deposits
1985-2021

$16.9 Trillion

Source: FDIC 1Q2021 Quarterly Report
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2021 Knowns
Deposit Growth Remains Strong:
Over the past 18 months we have seen several quarters of unprecedented deposit growth. Deposits
as a percentage of total assets reached a record high of 81.8% in Q1 2021.

Quarterly Change in Deposits
All FDIC-Insured Institutions

Source: FDIC Q1 2021.
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2021 Knowns
AFP Corporate Cash Indicators® July 2021
•

During the second quarter of 2021, U.S. businesses continued to build their cash and short-term
investments at a significantly higher rate than the previous quarter.

•

The quarter-over-quarter index reading increased 37 points to +43, signaling that organizations
were building cash reserves at an extremely rapid pace during the second quarter. This reading is
the highest on record since AFP began collecting this data in 2011.

Over the past quarter, did your organization’s cash and short-term investment holdings
increase, decrease or remain the same?
July 2020

October 2020

January 2021

April 2021

July 2021

+20

+19

+39

+6

+43

Index: “Increase” percentage minus “decrease” percentage. The higher the index reading, the greater
net percentage of organizations that have increased cash and short-term investment holdings over
the past quarter.

Survey Methodology - The AFP Corporate Cash Indicators® are derived from a quarterly survey sent to a select group of financial professionals consisting of four questions about
how companies manage their cash and short-term investment portfolios. The survey goes to people whose day-to-day job is manage their companies’ cash and short-term
investment portfolios and are fully aware of their organizations’ cash strategies.
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2021/2022 Unknowns
What We Are Watching
•

Is inflation spike transitory?

•

Fed telegraphing a change in Monetary policy - Tapering – Fed’s current
$120 billion bond buying currently can go to zero by the start of 2023,
according to a Goldman Sachs survey.

•

What does Delta Variant mean for the US economy and market volatility?

•

More fiscal stimulus – Infrastructure Investment and Jobs Act
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Beyond
The Big Three

Beyond the Big Three
AFP Liquidity Survey 2021

Percentage of Organization’s Short-term Portfolios
Allocates to Specific Investment Vehicles

(Mean Percentage Distribution of Cash and Short-term Investment
Holdings)

“Organizations
continue to maintain
slightly more than 50%
of their short-term
investments in bank
deposits.”

Source: 2021 AFP Liquidity Survey. AFP received 327 responses from its corporate
practitioner members and prospects with titles that include: Treasurer, Assistant
Treasurer, Manager of Treasury, Director of Treasury, Cash Manager, Senior Treasury
Analyst, Treasury Analyst, and Vice President and Treasurer.
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Beyond The Big Three
AFP Liquidity Survey 2021
Of the 52% of organizations short term investment portfolios allocated to Bank
Deposits, more than half are allocated into Structured Bank Deposits

Instruments Used When Investing in Bank Deposits*
(Percent of Organizations that Maintain Cash and Short-Term Investment Holdings at
Banks)

Source: 2021 AFP Liquidity Survey
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Beyond The Big Three
The Constant Search for Safety, Liquidity, and Value

The Big Three
1. Bank Deposits/ 52% of
allocations
2. Money Market Mutual Funds:
•

Govt/Treasury/17%

•

Prime/Diversified/ 5%

3. US Treasury Obligations:
•

Treasury Bills/4%

•

Agency Securities/3%

Source: 2021 AFP Liquidity Survey

Beyond the Big Three
•

Structured Bank Deposits

•

Local Government Investment Pools
(LGIPs)

•

US Federal Agency Obligations

•

Repurchase and Reverse Repurchase
Agreements

•

Commercial Paper

•

3c7 Private Funds

•

Corporate/Municipal Obligations

•

Bankers Acceptances

(FNMA, FHLB, FFCB, etc.)

20

Structured
Bank Deposits

Structured Bank Deposits
What are Structured Bank Deposits?
Structured bank deposits are products that provide investors with seamless access to a
series of banks that are connected through a centralized custodial point, typically
electronically.

There are three main types of structured bank deposits:
1. Liquid FDIC insured accounts
2. Liquid uninsured accounts
3. FDIC insured term CD accounts
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Structured Bank Deposits
What are Structured Bank Deposits?

“The Safety Play”
Liquid FDIC Insured
•

High levels of FDIC insurance

•

Full faith and credit

•

Liquidity/next day

•

Competitive rate

“The Yield Play”
Liquid Uninsured
•

Higher rates compared to money
funds

•

100% liquid/same day

•

A1/P1/F1

•

Convenience of choice in highly
rated banks
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Beyond The Big Three: Money Funds
Structured Bank Deposits Compared to Money Market Mutual Funds
Structured Bank Products v. MFs
0.30%

0.28%

0.25%
0.20%
0.15%
0.10%
0.05%
0.00%

0.05%

FDIC Insured Liquid
Structured Bank Deposit

Direct Ownership

Source: StoneCastle and Crane Data as of 7/25/2021.

A1/P1/F1 Banks

0.02%

0.02%

UST MFs (Inst)

USG MFs (Inst)

0.03%
Prime MFs (Inst)

Pooled Investments
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Beyond The Big Three: Treasuries
Fairly Flat Yield Curve

Structured Bank Products v. Treasuries
0.30%

0.28%

0.15%

FDIC Insured

0.20%

A1/P1/F1 Bank

0.25%

0.09%

0.10%
0.05%
0.00%

0.05%

FDIC Insured Liquid
Structured Bank
Deposit

A1/P1/F1 Banks

0.05%

0.05%

0.05%

1-Mth Treasury

3-Mth Treasury

6-Mth Treasury

1-Yr Treasury

A1/P1/F1 bank credits are an excellent means
to potentially increase yield without taking on duration risk
Source: Treasury.gov and StoneCastle Cash Management, LLC as of 7/23/2021.
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Structured Bank Deposits
The Constant Search for Safety, Liquidity, and Yield
Federally insured structured bank products are not pooled investments that may be
affected by the behavior of other investors
•

Direct ownership of underlying insured bank deposits

•

No customer has lost a penny in FDIC insured accounts

•

No credit, principal, or market risk

Money Market Funds Melted in
Pandemic. Now they are Under
Scrutiny --- New York Times 4/23/21

Florida Freezes its Fund as Governments Pull Out
-- NY Times, 11/30/07

Why the Fed had to Backstop Money Market Funds
Again --- Wall Street Journal 3/21/21

Money Fund, Hurt by Debt Tied to
Lehman, Breaks the Buck
-- Wall Street Journal, 9/17/08
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Structured Bank Deposits
Full faith and credit vehicle that offers multi-million dollars of federally insured
deposit coverage via a single, convenient account.

Safety

•

High levels of federally insured deposit coverage

•

Deposits are backed by the full faith and credit of the U.S. government

•

Highly diversified–no single bank holds more than $250,000 per
depositor

•

No market, credit, headline, maturity, or principal risk

•

Accommodates all investment policy guidelines
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Structured Bank Deposits
Full faith and credit vehicle that offers multi-million dollars of federally insured
deposit coverage via a single, convenient account.

Liquidity

•

No term commitment

•

All deposits held in overnight accounts at federally insured U.S. banks
and credit unions

•

Next day liquidity with same day purchase credit

•

Unlike a money fund, liquidity is not adversely affected by other
investors
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Structured Bank Deposits
Full faith and credit vehicle that offers multi-million dollars of federally insured
deposit coverage via a single, convenient account.

Performance

•

Competitive historical yield

•

Consistently outperforms Crane Institutional Treasury and Institutional
Government Money Fund Indexes

•

Decreases overall portfolio risk metrics without dragging down rate of
return
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Structured Bank Deposits
Full faith and credit vehicle that offers multi-million dollars of federally insured
deposit coverage via a single, convenient account.

Control

•

Ability to opt out of specific depository institutions at any time for any
reason

•

Transparency– ability to view allocation of all deposits/amounts on any
day

•

Inherent diversification of deposits across multiple banks
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Structured Bank Deposits
Uninsured vehicle offers potentially higher yields into highly-rated banks, via a
single, convenient account.

Benefits

•

Liquidity- Same day/No penalties or withdrawal fees

•

Oversight & Control– Ability to add, replace, or remove depository
banks at your discretion, at any time

•

Performance - Competitive rate compared to money markets
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How Structured Bank Products Work

Client

Client/investor deposits are
seamlessly and
automatically allocated
across a large network of
carefully screened banks,
ensuring full deposit
insurance on the entire
deposit amount.

Provides deposit
instructions to
Program Custodian

Program Provider
Provides deposit
instructions to
Program Custodian

Program Custodian

Program Institutions
Deposits are distributed
across the program banks
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Structured Bank Products: How They Stack Up
Summary: Advantages
•

High levels of FDIC Insurance

•

Uninsured product with high quality banks- A1/P1/F1

•

Direct ownership in underlying deposits

•

Liquidity

•

Competitive rates

Combining insured and uninsured structured bank products may enhance portfolio
performance while reducing overall risk profile
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Open Discussion/
Q&A
Thank You
For more information contact:
Paul LaGaipa
plagaipa@stonecastle.com
347-887-0310

Notes & Disclosures
All information contained herein is for informational purposes and should not be construed as investment advice. It does not constitute an offer, solicitation or
recommendation to purchase any security. Past performance does not guarantee future results. Some information contained in this presentation has been obtained from
sources believed to be reliable, but it cannot be guaranteed by StoneCastle Cash Management, LLC, (“SCCM”) or any of its affiliates.
SCCM and its affiliate StoneCastle Network, LLC (‘SCN”) are collectively referred to as “StoneCastle.” SCN is not registered with the SEC as an investment adviser. SCCM is
an investment adviser registered with the United States Securities and Exchange Commission (SEC). However, SCCM does not provide investment advisory services through
its cash management programs and does not act as your investment advisor. For more information regarding SCCM, please see its Form ADV on file with the SEC.
Registration with the SEC does not imply a particular level of skill or training.
StoneCastle is not a bank, nor does it offer bank deposits and its services are not guaranteed by the FDIC, NCUA or any other governmental agency.
The views expressed within this presentation represent the opinions of StoneCastle. These views are as of the date of the presentation and subject to change.

For Institutional Use Only

35

