
 
 

  

 

 

 

 

 

 
 

 
 

  
 

 
 

  

 

 

  

Foreign Exchange And Liquidity Management 
For Cross-Border M&A Investment 

By Ivan Asensio, Head of FX Risk Advisory, SVB, A Division of First Citizens Bank 
and Brendan Halligan, FX Sales Managing Director, First Citizens Bank 

The landscape for cross-border mergers and acquisitions (M&A) is 
complex and ever-evolving. Understanding key foreign exchange (FX) 
and liquidity considerations may prove to be not just advantageous 
but imperative to deal success and profitability. 

Managing Currency Risk Across 
The Five Phases Of Cross-Border M&A 

PHASE 1 

Preparation 

FX risks start to surface when the overseas 
target company is identified. 

Our FX team can provide insights on 
macro risks, highlighting country risk, 
economic downturns, cost of carry/ 
hedging, and projected inflation to help 
make informed investment decisions. Due 
to the confidential nature of this phase, we 
can assist without the need for specific 
deal details, increasing the protection of 
sensitive information. 

PHASE 2 

Due Diligence 

FX risk becomes a live factor during this 
crucial 4-6 week window. Most common 
considerations include regulatory hurdles, time 
uncertainties, financing calculation in a foreign 
currency, and other unique factors. Thoughtful 
planning is essential to mitigate these risks. 

Given the significant uncertainties involved, 
the FX team assists in closely monitoring 
the market, modeling, and quantifying 
these risks. Options-based hedges that offer 
protection, but do not present a residual 
obligation should the deal fail to materialize, 
may be appropriate at this stage. Hedging 
cost can be funded by tapping into 
subscription lines, a widely used cash 
liquidity strategy that helps preserve  
IRR metrics. 

PHASE 3 

Announcement, 
Signing and Financing 

The involved parties focus on finalizing 
and signing the agreements, with the 
purchase price as a key element. Funds 
may add to the options-based derivative 
position, subject to projected timeline, 
identified source of financing, and 
probability of deal close. 

Key Takeaways 

Following a period of U.S. dollar  

(USD) strength, U.S.-based 

corporations and venture and  

private equity funds are increasingly 

looking beyond U.S. borders for 

investment opportunities. 

As a cross-border M&A deal 

progresses from concept stage to 

closing, there are important macro, 

country, and regulatory risks and 

considerations that may impact 

deal viability, probability of close, 

and ultimately profitability. 

Your dedicated FX contact can 

provide valuable insights into 

prospective destination markets 

early-on in the process, as well 

as assist with the development 

of actionable FX and liquidity 

strategies designed to help 

protect USD returns. 



 

 
 

 
 

  
  

   
 

 

 
  

  

  
  
 

 
 

 
 
 

 
 
  

 
 

PHASE 4 

Regulatory Approval 

The timeline for regulatory approval and 
shareholder vote can range from 3 to 
12 months, depending on the countries 
involved. It is worth noting that the 
approval process can be lengthy and 
extend the overall timeline. While waiting, 
funds may continue to increase and 
fine-tune the position. As a result of 
the growing likelihood of deal close, 
the suite of potential hedging products 
expands beyond options. 

Using forward, window forward contracts 
or collars on a portion of the exposure 
may be used as deal certainty grows. 
Any gains on options executed in previous 
stages may be rolled in to achieve better 
hedge rates. The certainty provided by 
hedging can aid in better budgeting 
and planning, strengthening overall 
liquidity management. 

PHASE 5 

Transaction Closing 

Upon completion of all required 
documentation, the closing can take place 
within a few days. Utilizing a subscription 
line can help enhance financial flexibility 
during this period. Our team can provide 
guidance and support throughout the 
hedging settlement process to help 
secure a smooth transaction, whether 
or not a subscription line is involved. 

An In-Depth Look At Phases Where FX Solutions Are Typically Implemented 

Phase Key Questions Potential Solutions 

PHASE 2 

Due Diligence 

■ Are there any restrictions on hedging in the purchase 
contract, LP or investor agreement? 

■ Is there significant risk of the transaction not closing due 
to regulatory reasons? 

■ Is there cash available to fund the hedging? 
■ Are you primarily interested in costless hedging? 
■ How significant is the potential loss from currency 

fluctuations? 
■ To what extent can you be certain about the time frame? 
■ Where should the hedge be strategically positioned when 

multiple buyers are involved? 

■ Option 
■ Call/Put spread 

PHASE 4 

Regulatory 
Approval 

■ Has the likelihood of the transaction closing improved? 
■ How much visibility or control do you have over the timing? 
■ Do you wish to fully or partially protect the exposure? 
■ Do you wish to retain some upside potential? 

■ Forward 
■ ITM forward 
■ Option
■ Collar 
■ Call/Put spread 

Let Us Help 

Cross-border mergers and acquisitions are complex and dynamic. First Citizens can help you understand and manage the key FX 
and liquidity considerations of these transactions. If you’d like to discuss your specific situation or for more information regarding 
our tailored FX risk management services, reach out to your First Citizens Relationship Manager or FX Contact. 



 
 

   
   

  
   

   
  

    
  

  

       

First-Citizens Bank & Trust Company is not licensed to undertake banking business in any country outside the United States, or to undertake any other 
regulated activity in any country outside the United States. 
Foreign exchange transactions can be highly risky, and losses may occur in short periods of time if there is an adverse movement of exchange rates. 
Exchange rates can be highly volatile and are impacted by numerous economic, political and social factors as well as supply and demand and governmental 
intervention, control and adjustments. Investments in financial instruments carry significant risk, including the possible loss of the principal amount invested. 
Before entering any foreign exchange transaction, you should obtain advice from your own tax, financial, legal, accounting, and other advisors and only 
make investment decisions on the basis of your own objectives, experience and resources. Opinions expressed are our opinions as of the date of this 
content only. The material is based upon information which we consider reliable, but we do not represent that it is accurate or complete, and it should not 
be relied upon as such. 
This material, including without limitation to the statistical information herein, is provided for informational purposes only. The material is based in part on 
information from third-party sources that we believe to be reliable but which has not been independently verified by us, and, as such, we do not represent 
the information is accurate or complete. The information should not be viewed as tax, accounting, investment, legal or other advice, nor is it to be relied on 
in making an investment or other decision. You should obtain relevant and specific professional advice before making any investment decision. Nothing 
relating to the material should be construed as a solicitation, offer or recommendation to acquire or dispose of any investment, or to engage in any other 
transaction. 
©2024 First-Citizens Bank & Trust Company. Silicon Valley Bank, a division of First-Citizens Bank & Trust Company. 3003 Tasman Drive, Santa Clara, CA 95054. 
Member FDIC. 
CompID#1288381749. 
MM#15320 
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