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1. Introduction 

Auto foreign currency conversion services are a well-established practice in correspondent 
banking. They refer to arrangements whereby payments are converted into a currency 
different from those instructed by the Debtor — typically by an intermediary Agent, and 
without an express instruction to do so. 
 
The purpose of this paper is to provide an updated perspective of auto conversion 
arrangements and to highlight the unintended consequences that may arise from the use of 
those services. The PMPG proposes a series of best practices to help avoid unintended 
conversions. The PMPG also recommends that banks offering auto conversion services 
implement appropriate safeguards to protect the customer experience.  

 
 

2. Background  

It is not uncommon for Debtors to send international payments in their own local currency, or 
in a currency that differs from the destination country’s local currency (e.g. a USD payment to 
Singapore). This may occur for a number of reasons, including:  
 

 the instructing Agent’s lack of ability to offer the destination country’s local currency 
 the Creditor requesting payment in a currency different from the Debtor’s local 

currency 
 a lack of sophistication from the Debtor or the perception that exchange rates or costs 

will be lower. 
 
In certain circumstances, instructing Agents may enter into arrangements with a 
correspondent bank to convert the payment to the local currency of the destination country.  
 
This occurs because:  

- the Instructing Agent may not have information or the ability to send the payment in the 
destination local currency  

- to maintain a certain level of customer experience.  

This is not a universal or default approach. Auto-conversions should typically only take place 
where it is clearly understood that the Creditor’s account is denominated in the destination 
country’s local currency. For instance, if a payment to Hong Kong is invoiced in US Dollars 
and expected to be received in US Dollars, it should be delivered in that currency without 
conversions.  
 
Under the scenario where the Instructing Agent enters into a conversion arrangement with an 
intermediary, that Agent, upon receiving the payment, will decide on how to deliver the 
payment to the Creditor Agent. This will primarily involve deciding the currency in which to 
forward the payment, but may also include how the payment is routed.   
 
The customer experience and operational processes associated with auto-conversion 
services are influenced by both the technical capabilities of the Service Provider and the 
market practices of the destination country. The foreign exchange conversion will usually be 
covered by the terms and conditions an account holder has with their bank, which may 
contemplate the use of correspondent banks and the automatic conversion of funds. 
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While this is a practical solution that can shorten payment chains and enable the Debtor 
Agent to offer a convenient way to send funds to the destination country, it can also have 
unintended negative consequences for the underlying customers. The nature and impact 
of these consequences may differ between business and personal customers, and both 
are considered in the following sections. 

 
 

3. Business-to-Business (B2B) Payments  

Businesses engaged in international trade often face foreign exchange risks. To manage these 
risks, exporters often adopt strategies that are incompatible with auto-conversion services. In 
particular, exporters may: 
 

 issue contracts and/or invoices in a foreign currency 

 maintain multi-currency accounts to receive foreign currency payments 

 set up arrangements with their bank, such as Forward Exchange Contracts (FEC) to secure 
preferential exchange rates on expected incoming foreign currency payments. 

 
Each of these practices is described in further detail below. 

 
i. Contractual and Invoiced Currency 

 
The contractual arrangements between buyers and sellers prescribe the acceptable means and 
terms of payments for products or services rendered. This typically includes the payment 
currency, which may be different to the buyer’s domestic currency. While sellers often prefer to 
be paid in their own domestic currency, they may also choose to receive foreign currency as a 
natural hedge against outgoing expenses denominated in that currency.   

When an incoming cross-border payment is unexpectedly converted, this can disrupt accounts 
receivables processes and trigger exceptions or manual intervention. Such disruptions may 
result in the Creditor receiving funds in the incorrect currency or in some cases being exposed to 
double conversion, potentially causing significant financial loss to the Creditor.  

Such outcomes may lead to claims for reimbursement or to payments being returned, with the 
expectation that the payment will be reconverted and re-sent in the originally agreed currency.  

 
ii. Multi-Currency Accounts 

 

A second issue that arises is where the Creditor maintains multi-currency accounts with the 
Creditor Agent. In these arrangements, a single account number may correspond to an 
account that simultaneously holds balances in multiple currencies. Exporters may use multi-
currency accounts as part of their strategy to manage foreign exchange risk or to consolidate 
smaller foreign currency receipts in order to negotiate better exchange rates on larger 
aggregated foreign currency amounts.  
 
This set-up complicates auto-conversion practices, as the Agent performing the conversion 
may not be able to reliably determine whether the Creditor’s account is denominated in local 
or foreign currency. As with (i), this might also lead to double conversions or other delays in 
the settlement of the payment. 
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iii. Foreign Exchange Contract (FEC)  

 
Foreign Exchange Contracts are commonly offered by banks to exporters and allow an agreed 
exchange rate to be locked in for payment expected at a future date. These arrangements are 
not embedded within the payment instruction itself and are therefore not visible to any party in 
the payment chain other than the Creditor and the Creditor Agent. 
 
Where an FEC is in place, auto-conversion can result in reimbursement claims, as the 
conversion occurs outside the agreed terms between the Creditor and their Agent. 

 
 

4. Person-to-Person (P2P) Payments 

In P2P scenarios, Debtors sending payments in their own domestic currency is often driven by a 
lack of awareness, rather than by deliberate foreign exchange management, as is more common 
in B2B transactions. While P2P payments are less likely to involve multi-currency accounts or 
foreign exchange contracts, there remain scenarios in which recipients may be sensitive to 
auto-conversion. 
 
For example, in higher-value transfers, Creditor Agents may apply preferential exchange rates 
that recipients wish to preserve. In jurisdictions with highly volatile exchange rates, recipients 
may also prefer to receive funds in a more stable foreign currency. 
 
For these reasons, it is generally prudent to limit the application of auto-conversion services to 
low-value P2P payments, as the likelihood and impact of unwanted conversion outcomes 
increase with transaction value. 
 
 

5. PMPG Recommendations on the Responsibilities 
of Agents 

Agents that offer or participate in auto-conversion services must implement appropriate customer 
service and risk management frameworks. Each Agent carries specific responsibilities depending 
on their role within the payment chain. 

A key principle in any such arrangement is that the Agent performing the conversion assumes 
the risk of auto-converting the payment and has the obligation to remediate any unwanted 
conversion.  

Where a payment is converted more than once (i.e. by multiple Agents), responsibility for any 
resulting loss rests with the first Agent that performed the erroneous conversion. Had that Agent 
not incorrectly converted the payment, subsequent Agents would have acted in good faith based 
on client instructions, internal policies, and local market practices. An exception applies where 
the original conversion was initiated by the Debtor or performed explicitly at their request. 

 

5.1. Debtor Agent Responsibilities 

Debtor Agents should: 
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 provide transparency to customers regarding the potential for auto currency conversions. 

This may be achieved through Terms and Conditions, product disclosures or other 
appropriate customer communications. Debtors should be informed that their payments 
may be subject to automatic foreign currency conversion and should be offered an “opt-
out” facility at the time of payment initiation 

 consider applicable regulatory expectations relating to transparency, consumer 
protection and market competition (e.g. Dodd Frank 1073, Payment Services Directive, 
and the G20 cross border payment targets) 

 use gpi or similar intelligence to help determine the currency of the Creditor account 
and exclude transactions to those accounts from auto conversion arrangements 

 analyse target customer segments to identify those who may be negatively impacted 
by auto-conversion. This analysis may include: 

o the value of transfers in scope, recognizing that foreign currency risk tends to 
increase with transaction value 

o the type of transfers in scope, particularly B2B payments, where buyers and 
sellers may have contractual obligations or invoicing requirements that specify 
the currency of the payment 

 conduct market analysis to identify jurisdictions where multi-currency accounts are 
commonly used across all customer segments, as these markets are more likely to 
create issues with auto-conversions 

 assess potential auto-conversion services using sound evaluation criteria including:  

o the provider’s ability to exclude payments from auto-conversion based on a 
range of criteria (e.g. keywords, Creditor Agent, Creditor account or name, 
etc) 

o customer service capabilities, including efficient handling of returns or 
compensation claims, and the ability to promptly re-send payments in the 
original currency in the case of unwanted conversion 

o awareness of market practices and regulatory environments in the 
jurisdictions where auto-conversion services are offered. 

 
 

5.2. Intermediary Agent Responsibilities 

Intermediary Agents should: 
 
 maintain the capability to exclude payments from auto-conversion based on various 

criteria such as reference patterns, Debtor name or account, Creditor name or account, 
Creditor Agent or relevant keywords e.g. “invoice” which may be part of the remittance 
information data element 

 maintain an exception list to exclude from auto-conversion any payments that have 
previously been converted incorrectly 

 conduct market and data analysis to understand where multi-currency accounts are 
commonly used across all customer segments, and assess the associated risk with 
auto-conversion in those markets 
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 ensure the use of appropriate data elements such as Exchange Rate 
(/Document/FIToFICstmrCdtTrf/CdtTrfTxInf/XchgRate) and Instructed Amount 
(/Document/FIToFICstmrCdtTrf/CdtTrfTxInf/InstdAmt) to provide transparency that a 
foreign exchange conversion has occurred and to support reconciliation by the 
Creditor 

 ensure the appropriate correspondent banking arrangements are in place to 
efficiently route payments that cannot be auto converted, helping to avoid undue 
delays or additional costs to the Creditor 

 deploy an efficient customer service strategy, including expedited return or 
compensation processes and prompt re-sending of payments in the correct currency 
where a payment is returned, or when a claim is made due to unwanted conversion. 

 

5.3. Creditor Agent Responsibilities 

Creditor Agents should: 

 maintain effective customer service processes to ensure that claims relating to 
unwanted currency conversion are raised promptly with the Agent that performed 
the conversion. That Agent should either re-send the payment in original currency or 
reimburse the Creditor for any shortfall 

 implement processes to minimise the risk of double conversion, including re-
converting the payment back to the original currency, which may result in financial 
loss and reconciliation challenges for the Creditor. 

 

 6. Conclusion  

Banks that choose to offer auto-conversion services must accept the associated risks and 
implement appropriate operational and customer support structures to remediate unwanted 
conversions. They should remain mindful of the overall customer experience and ensure 
alignment with broader initiatives, such as the G20 cross-border payment targets and regulatory 
transparency obligations. 

By adopting sound market practices for auto-conversion services, Agents can minimize negative 
business and consumer experiences while delivering a more streamlined and predictable 
payment experience. This, in turn, helps mitigate reputational risk for the banking community and 
reduces the likelihood of increased regulatory scrutiny.  
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