PAYMENTS CORRIDOR

How payments organizations evaluate, price, and optimize cross-border corridors as
€economic units.

“ Corridors are economic units, not volume businesses. Most payments
organizations price at the product level and ignore full corridor economics. The
result is corridors that look profitable on revenue but are structurally

mar gin-dilutive once the full cost stack isincluded.”

What this framework covers

A practitioner framework for building a corridor strategy that reflects true economics, classifies corridors by
strategic and commercial value, and makes deliberate decisions about where to grow, fix, optimize, and exit.
The third playbook in the Payments Franchise Operating System.
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Part of the Payments Franchise Operating System. This is the third practitioner framework in the
series. The Payments Pricing Governance Playbook addresses pricing leakage and discipline. The
Payments Franchise Commercialization Guide builds the revenue architecture at the relationship level.
This framework completes the system by optimizing the cross-border corridor engine. Corridor strategy
sits between pricing discipline and relationship economics: pricing governance ensures corridor
economics are captured correctly, while commercialization determines which client relationships justify
corridor investment. All three frameworks are available at carlosurena.com.

EXECUTIVE SUMMARY

The Corridor Economics Problem

Most payments organizations treat corridors as volume businesses. Revenue grows, flows increase, and
leadership assumes the corridor portfolio is performing. The economics often tell a different story.

The problem is structural. Pricing is set at the product level while economics are realized at the corridor
level. Correspondent costs, nostro funding requirements, compliance overhead, and FX spread dynamics all
vary by corridor. An organization that prices all USD wire transfers the same way is systematically mispricing
its entire cross-border book.

This framework is a practitioner approach to building corridor strategy on economic foundations rather than
volume assumptions. It starts with making the full cost stack visible, builds through corridor classification and
pricing architecture, addresses the bank-network dynamic that shapes corridor economics, and concludes
with a 90-day activation plan.

The central thesis: corridors are economic units, not volume businesses. Organizations that build corridor

strategy on that foundation make better decisions about where to invest, where to fix, and where to exit.

What This Framework Delivers

Full Cost Stack

Five cost components
that must be visible
before any corridor
decision.

Demand Dynamics
How flow types affect
corridor economics and
strategy.

Corridor Classification
Four-tier framework:
Core, Expansion,
Optimize, Exit/Partner.

Liquidity Strategy
Nostro optimization and
managing directional
flow asymmetry.

Pricing Architecture
Corridor-level pricing
that reflects true
economics, not product
averages.

Disruption Signals
When and why volume
migrates off your
corridors.

Bank vs Network Lens
Where incentives align
and where they conflict.

90-Day Build
Diagnostic, framework,
and activation in three
phases.
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THE CORRIDOR ECONOMICS

PROBLEM

The corridor economics problem begins with how organizations measure corridor performance. When the
only visible number is revenue or volume, corridors that are structurally margin-dilutive look healthy. The
problem is not the flows. It is the absence of a full cost stack that makes the true economics visible.

1.1 Why Volume Thinking Fails

Corridors evaluated on revenue or volume miss the full picture. The same flow type on two different
corridors can have completely different margin profiles once correspondent fees, nostro funding costs,
compliance overhead, and FX spread dynamics are included. An organization that prices at the product level
is applying one set of assumptions to a portfolio of corridors with fundamentally different cost structures.

The consequence is systematic mispricing. High-cost corridors are underpriced because the cost is invisible.
Low-cost corridors may be overpriced relative to competitive alternatives, creating volume vulnerability.
Neither condition is visible until the full cost stack is built.

1.2 The Full Corridor Cost Stack

Five cost components determine true corridor margin. Most organizations track one or two. The full stack is
required before any corridor pricing or strategy decision.
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GROSS CORRIDOR REVENUE

- Correspondent Banking Fees o
Most organizations only see the top and

: bottom lines. The five cost components in
o Funding Cost . )
between are where corridor economics are made

: : or lost. Correspondent fees and nostro funding
- Compliance & Screening Overhead
alone can consume 40 to 60 percent of gross

. revenue on high-cost corridors. Without full cost
- FX Spread Compression - . .
visibility, corridor decisions are made on

. . incomplete data.
- Exception & Repair Cost

o

Correspondent Banking Fees

Per-transaction charges and relationship fees paid to correspondent banks for access to local clearing,
account maintenance, and payment processing in destination markets. Correspondent fees vary significantly
by corridor and by the negotiating leverage of the sending institution. Organizations with high corridor
volume have more leverage to negotiate. Those with thin volume on a corridor are price-takers.

Nostro Funding Cost
The cost of prefunding accounts held at correspondent banks in destination currencies. Every cross-border
payment requires liquidity in the destination market before or at the time of settlement. The funding cost of
maintaining those balances — including the opportunity cost of capital — is a real corridor cost that most
pricing models ignore.

Compliance and Screening Overhead

Sanctions screening, AML checks, and local regulatory requirements vary dramatically by corridor. High-risk
corridors carry materially higher compliance costs per transaction. Organizations that do not allocate
compliance costs to specific corridors are systematically underpricing high-compliance corridors and
subsidizing them with margin from lower-complexity flows.

FX Spread Dynamics

On cross-border corridors with currency conversion, FX spread is a revenue component that is also subject
to competitive pressure. Spread compression on high-volume, competitive corridors can erode margin faster
than fee changes. Spread on lower-volume corridors may be the primary margin source. FX spread must be
tracked at the corridor level, not blended across the portfolio.
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Exception and Repair Costs

Payment exceptions, repairs, and investigations are not evenly distributed across corridors. High-exception
corridors — typically those with complex correspondent chains, regulatory friction, or data quality issues —
consume disproportionate operational resource. When exception costs are treated as fixed overhead rather
than corridor-specific costs, pricing decisions are made on an incomplete picture.

1.3 Correspondent Banking asa Cost Driver

Correspondent relationships deserve specific attention because they are both a cost driver and a strategic
constraint. A bank with strong correspondent relationships on a given corridor has cost advantages, routing
flexibility, and service quality that a bank with weak relationships cannot replicate through pricing alone.

Correspondent strategy is therefore corridor strategy. The decision to invest in a direct correspondent
relationship on a corridor versus relying on an intermediary is a commercial decision, not just an operations
one. Direct relationships reduce per-transaction costs on high-volume corridors. On low-volume corridors,
the fixed cost of a direct relationship may not be justified — which is one signal that a corridor belongs in the
Optimize or Exit tier.

The correspondent leverage test. On each corridor, ask: are we a price-taker or a price-setter with our
correspondent? If you are a price-taker, your corridor margin is structurally constrained until volume
grows enough to renegotiate. That constraint should be reflected in how you classify and price the
corridor.

1.4 Corridor Demand Dynamics

Corridor economics are not purely supply-side. Demand characteristics — the type of flows, who is sending
them, and why — determine price elasticity, FX opportunity, compliance complexity, and long-term volume
trajectory. Two corridors with identical cost structures can have completely different strategic value
depending on what is flowing through them.
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Flow Type Price FX Opport Compliance Strategic Characteristic
Elasticity unity Complexity

Migrant High — Moderate Moderate High volume, thin margin. Fintech

Remittance rate-sensitive competition strongest here.

Trade Finance Low — relation High High Strong balance generation. FX
ship-driven opportunity significant.

Corporate Payroll Low — sticky Low to Low to moderate Predictable, recurring. High client

moderate switching cost.

Treasury & Very low — Very high High Large ticket. Balance-rich.

Liquidity time-critical Relationship anchor.

E-commerce & High — Low Moderate High volume growth. Platform

Marketplace platform-driven dependency risk.

The strategic implication. Corridors dominated by remittance flows face structural competitive
pressure from fintechs and require a different strategy than corridors dominated by treasury or trade
flows. A corridor with strong treasury and trade flow characteristics is worth more than its transaction
revenue suggests — because those flows generate balances, FX opportunity, and relationship depth
that compound over time.

1.5 What the Data Usually Shows

When organizations first build a full corridor P&L, three things consistently emerge. A small number of
corridors — typically the top three to five by volume — drive the majority of true margin. A larger set of
corridors are margin-neutral or mildly dilutive once the full cost stack is applied. And at least one corridor is
structurally loss-making but strategically protected because of a client relationship or institutional history.

The diagnostic step does not just quantify leakage. It changes the conversation. Once the full corridor P&L is
visible, decisions that were previously defended on volume grounds become commercially indefensible.
That shift — from volume thinking to economic thinking — is the foundation of corridor strategy.

1.6 Corridor Scale Thresholds

Some corridors are unattractive until a minimum volume threshold is reached. Below that threshold,
correspondent costs and nostro funding buffers consume a disproportionate share of revenue. The fixed
cost of maintaining a correspondent relationship, the minimum nostro balance requirement, and the
compliance overhead are all largely fixed regardless of transaction volume. On a thin-volume corridor, those
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fixed costs destroy margin.

Above the threshold, the economics change. Correspondent fees become negotiable. Nostro buffers
become more efficient as flow predictability improves. Compliance cost per transaction falls as volume
grows. A corridor that is loss-making at $50M annual volume may be genuinely profitable at $300M.
Understanding where that threshold sits is a strategic input — it determines whether an Expansion corridor
is worth the investment to reach scale, or whether it will remain sub-threshold indefinitely.
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THE BANK VSNETWORK LENS

Corridor strategy looks different depending on where you sit. Banks evaluate corridors through relationship
economics. Networks evaluate them through flow scale and network density. Understanding both lenses —
and where they create tension — is essential for any organization that operates across both.

2.1 How Banks View Corridors

Banks evaluate corridors through the lens of client relationships and full relationship economics. A corridor
that carries thin transaction margin but generates strong operating balances, FX flow, and trade finance
opportunity is often worth more than its headline transaction economics suggest. The bank question is: what

is the total relationship value of the flows on this corridor, and does that value justify the cost of maintaining
it?

This relationship lens also means that corridor decisions at banks are sometimes made for reasons that
have nothing to do with corridor economics. A strategically important client relationship, a market presence
commitment, or a regulatory obligation can keep a structurally uneconomic corridor active. Corridor strategy
must acknowledge these constraints while making the true economics visible.

2.2 How NetworksView Corridors

Networks — Visa Direct, Mastercard Move, SWIFT, and domestic real-time payment networks — evaluate
corridors through flow scale and network liquidity. A corridor that is individually thin but contributes to
network density, routing efficiency, and scheme fee economics has strategic value that does not appear in a
per-corridor P&L. The network question is: what does this corridor contribute to the overall network
economics, and is that contribution sufficient to justify the infrastructure investment?

Networks also benefit from standardized economics in ways that banks do not. A network that negotiates
consistent scheme fees across all participants on a corridor can offer pricing certainty that individual banks
cannot match. This creates a structural advantage for network-based routing on high-volume,
standardizable corridors.
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2.3 WhereIncentives Align and Where They Conflict

Incentives align when both banks and networks benefit from volume growth and efficient routing on
high-density corridors. When a bank grows its cross-border volume on a corridor where the network has
invested in infrastructure, both parties benefit. The bank gets competitive unit economics. The network gets
scheme fee revenue and routing density.

Incentives conflict when banks want relationship-driven pricing flexibility while networks prioritize
standardized economics and network utilization. A bank managing a strategic anchor client relationship may
need to offer below-standard pricing on a specific corridor. A network that has standardized its scheme fee
structure on that corridor has no mechanism for that flexibility. The bank is then choosing between
relationship economics and network economics — and the answer depends on which matters more for that
specific client and corridor.

The practical implication. Organizations operating on both bank rails and network rails need a routing
decision framework that incorporates both cost structures. The lowest-cost rail for a given payment is not
always the best commercial choice when relationship economics, correspondent agreements, and
network incentives are all factored in.

2.4 The Routing Decision asa Commercial Choice

On corridors where multiple rails exist — correspondent banking, network rails, local clearing alternatives —
the routing decision is a commercial decision, not an operations one. Each rail carries a different cost
structure, a different settlement speed, and a different client value proposition. The commercially optimal
routing decision depends on the payment type, the client segment, and the corridor economics.

Rail Type Cost Profile Best Used For

Correspondent Variable — depends on 1to 3 days Large ticket, relationship-driven, complex

Banking relationship strength flows

Network Rail Scheme fee-based — Same day to Consumer and SME cross-border, gig

(Visa/MC) volume-tiered next day payouts

Local Clearing / RTP Low — where domestic Instant to same In-market payments, domestic
infrastructure exists day equivalents

Fintech / Aggregator Competitive on thin-margin Variable Corridors where bank economics are

corridors structurally weak
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THE FOUR-TIER CORRIDOR

CLASSIFICATION

Corridor classification is the bridge between corridor economics and corridor strategy. Once the full cost
stack is visible, each corridor can be classified into one of four tiers. Each tier has a defined commercial

strategy, a pricing approach, and a governance treatment.

3.1 The Classification Framewor k

EXPANSION OPTIMIZE EXIT / PARTNER

High volume Growth trajectory Profitable but distorted Structurally broken
Strong full-cost margin Client demand strong Cost visibility gaps Correspondent dependency
Strategic client anchor Market opportunity Pricing discipline weak High compliance cost

Correspondent leverage Economics improving Routing inefficiency Liquidity asymmetry

Defend aggressively. Invest in capacity. Fix cost structure. Price to market or exit.
Invest in capability. Price for volume ramp. Reprice to true margin. Consider fintech partner.
Annual pricing review. Build correspondent. Improve STP rate. Shift to network rail.
Optimize nostro. Monitor compliance cost. Renegotiate correspondent. Managed wind-down.

3.2 The Five Diagnostic Questions

For each corridor, five questions determine the classification. No single question is definitive. The

classification is a judgment made across all five.

10
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What a Strong Answer Looks Like What a Weak Answer Signals

What is net margin per Positive margin above the portfolio Margin below portfolio average or
transaction after full cost average negative — Optimize or Exit
allocation?

Is the flow type strategic — Treasury, trade, or Remittance or e-commerce with strong
treasury, trade, payroll — or relationship-anchored flows fintech alternatives

commodity?

What is the correspondent Direct relationship, negotiated rates, Intermediary-dependent, price-taker,
dependency and what does it price-setter position high per-transaction cost

cost?

What is the compliance overhead Low to moderate, stable regulatory High and rising — structural cost drag
and is it increasing? environment that cannot be priced through

What is the client strategic value Anchor client relationships, balance Commodity flows with no relationship
of flows on this corridor? generation, FX opportunity depth or balance contribution

3.3 Broken vs Poorly Managed — The Critical Distinction

The most consequential corridor classification decision is distinguishing between a corridor that is broken
and one that is poorly managed. Getting this wrong is expensive. Exiting a corridor that could be fixed
destroys relationship value and is difficult to reverse. Investing in a corridor that is structurally broken wastes
capital and management attention.

Poorly Managed — Worth Fixing Structurally Broken — Exit or Partner

Margin profile Thin margin due to pricing gaps or routing Negative margin even at optimized pricing
inefficiency and routing

Correspondent High cost but volume growth would enable Correspondent dependency that cannot be

economics renegotiation renegotiated regardless of volume

Compliance cost Elevated but stable — manageable with Rising due to regulatory changes that cannot
operational investment be offset by pricing

Liquidity requirement High prefunding but predictable and Persistent directional imbalance requiring
manageable with nostro optimization structural prefunding with no offset

Client demand Strong underlying demand that justifies Declining demand with fintech alternatives
investment in fixing the economics capturing the volume

11
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3.4 The Exit/Partner Model in Practice

Exit does not necessarily mean abandoning the corridor. For many organizations, exit means shifting to a
partner-led model where the flows continue but the structural cost and operational burden are transferred to
a party better positioned to manage them.

Fintech Aggregator

Partner with a specialist fintech that has built infrastructure on the corridor. The bank provides the client
relationship and compliance oversight. The fintech provides the routing, correspondent access, and
operational capability. Margin is shared but the bank avoids the structural cost.

Network Rail

Shift flows to a network rail where the network bears the correspondent and infrastructure cost. Appropriate
for corridors where the network has invested in density and the flow type is compatible with network
economics.

Regional Partner Bank

Establish a referral or white-label arrangement with a regional bank that has native corridor capability. The
client relationship stays with the originating bank. The economics of the corridor are handled by a party with
structural cost advantages.

3.5 ThePortfolio View

Corridor strategy is not made corridor by corridor. It is made at the portfolio level. A Core corridor
cross-subsidizing an Optimize corridor may be intentional — if the client relationship spans both and the
total relationship economics justify it. An Exit corridor that shares a correspondent relationship with a Core
corridor needs a careful unwinding plan that does not damage the Core corridor economics.

The portfolio view also prevents decisions that look right in isolation but damage the overall franchise.
Exiting five corridors simultaneously to clean up the P&L may signal to the market that the organization is
retreating from cross-border. The sequencing and communication of corridor exits is a strategic decision, not
just an operational one.

12
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CORRIDOR PRICING

ARCHITECTURE

Corridor pricing architecture is the commercial system that ensures the full corridor cost stack is reflected in
what clients pay. Without it, product-level pricing systematically misprices the cross-border portfolio.

4.1 Why Product-Level Pricing Fails

Product-level pricing is a governance gap masquerading as a pricing model. When an organization sets one
rate for all USD international wire transfers, it applies the same economics to a USD-Mexico payment and a
USD-Nigeria payment — two flows with completely different correspondent costs, compliance overhead,
nostro requirements, and FX dynamics. One of those payments is almost certainly priced wrong.

The organizational reason product-level pricing persists is that corridor-level pricing requires corridor-level
cost data, which requires cross-functional coordination between product, treasury, operations, and
compliance. That coordination is harder than maintaining a product rate card. It is also the only way to price
accurately.

4.2 Building Corridor-L evel Economics

Three data requirements for corridor-level pricing. All three are required. Two out of three produces an
incomplete picture.

Data Required What It Tells You If Not Available

Net revenue per transaction by The top line — what the client pays after Estimate from product averages

corridor FX and fee netting disaggregated by corridor volume mix

Full cost per transaction by Correspondent fees, nostro cost, Build from correspondent invoices,

corridor compliance, repair — all five components treasury funding cost, and compliance
allocation

13
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Net margin per transaction by The number that drives every corridor Cannot be approximated. This is the
corridor strategy decision output of the above two data
requirements.

4.3 FX Spread asa Corridor Pricing Lever

FX spread is the most under-managed corridor revenue lever. On high-volume corridors with competitive
pressure, spread compression can erode margin faster than any fee change. On lower-volume corridors,
spread may be the primary margin source — making it the most important line to govern.

Corridor pricing architecture must incorporate FX spread governance with the same discipline applied to
transaction fees. This means: corridor-level spread tracking, client-specific spread review in the annual
pricing cycle, and a governance mechanism that prevents spread compression from accumulating the same
way fee exceptions accumulate.

4.4 Nostro Optimization and Liquidity M anagement

Nostro prefunding requirements vary significantly by corridor. High-volume, predictable corridors can be
managed with tighter nostro buffers because inflows and outflows are more balanced and timing is more
predictable. Low-volume, unpredictable corridors require higher buffers — which carry a funding cost that
belongs in the corridor economics.

Nostro optimization is a corridor-level commercial decision. Reducing the nostro buffer on a predictable
corridor directly improves the corridor margin. Building the buffer on an unpredictable corridor reduces
settlement risk but increases the funding cost. Both are pricing inputs.

4.5 Liquidity Asymmetry

Some corridors generate persistent directional flows that create structural prefunding pressure. A corridor
with heavy outbound flows and limited inbound creates a liquidity asymmetry — the sending bank must
maintain large nostro balances that are not offset by incoming flows. This asymmetry is a structural cost that
must be incorporated into corridor pricing.

Time zone differences compound this problem. On Asia-to-US corridors, for example, settlement timing
mismatches create intraday liquidity gaps at CHIPS clearing. Asian payment instructions arrive before US
markets open, requiring prefunding that cannot be netted against inbound flows until the US business day
begins. The cost of bridging that intraday gap is a real corridor cost that belongs in the economics.

14
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The practical implication for corridor classification. A corridor with persistent liquidity asymmetry
that cannot be priced through to clients — because competitive pressure prevents it — has a structural
cost disadvantage. That is a signal the corridor belongs in the Optimize or Exit tier, not because of poor
management but because of structural economics.

4.6 The Compliance Cost Variable

Regulatory and compliance costs are increasingly corridor-specific and increasingly significant. Sanctions
screening, AML requirements, correspondent bank due diligence, and local regulatory overhead vary
dramatically by destination market. Organizations that do not allocate compliance costs to specific corridors
are running a corridor strategy on incomplete economics.

Compliance cost is also a leading indicator of corridor viability. A corridor where compliance overhead is
rising faster than revenue growth is on a structural trajectory toward unprofitability. That signal should trigger
a corridor classification review before the economics deteriorate further.

4.7 Capital Consumption

Some corridors require higher capital allocation due to settlement exposure, counterparty risk, or regulatory
requirements. High-risk jurisdictions, corridors with long settlement windows, and flows through
correspondent institutions with weaker credit profiles all carry higher capital consumption than standard
corridors. When capital allocation is incorporated into corridor economics, corridors that appear marginally
profitable may become structurally unattractive.

Capital consumption is not always visible in the standard corridor P&L. It sits in the bank's internal capital
attribution model. But for organizations with disciplined return-on-capital frameworks, incorporating it into
corridor classification is the difference between a corridor that meets the hurdle rate and one that does not.
A corridor delivering positive net margin but negative risk-adjusted return should be classified as Optimize,
not Core.

15
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CORRIDOR DISRUPTION AND

THE COMPETITIVE
LANDSCAPE

Corridor strategy is not static. The competitive economics of a corridor can change through regulatory shifts,
new entrants, infrastructure development, or volume migration. Understanding the signals that precede
disruption is as important as understanding current corridor economics.

5.1 How Corridors Are Actually Disrupted

The conventional narrative about corridor disruption focuses on technology — real-time payment networks,
CBDC pilots, blockchain settlement. The reality is more mundane and more instructive.

Fintechs do not disrupt corridors through superior technology. They enter corridors that banks have priced
poorly, managed badly, or treated as low-priority. A corridor with high exception rates, slow settlement,
opaque pricing, and poor client experience is a corridor that is creating the conditions for its own disruption.
The fintech entry is the symptom, not the cause.

The implication is direct: the best defense against corridor disruption is corridor economics discipline. An
organization that prices correctly, manages exception rates, and provides transparent client experience on a
corridor is an organization that is difficult to displace, regardless of what new entrants offer.

The honest disruption signal. If a fintech is winning volume on a corridor you serve, the first question
is not "what technology do they have?" It is "what are we doing badly?" The answer is almost always
pricing opacity, operational friction, or poor client experience — not a technology gap.

5.2 Structural Disruption Signalsto Monitor

While most corridor disruption is self-inflicted, structural changes do occur that can alter corridor economics
regardless of how well an organization manages its own operations. These signals warrant monitoring.

16
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What It Means for Corridor Economics Strategic Response

Local RTP network Domestic clearing alternatives reduce the Monitor volume migration. Assess whether

development value of cross-border infrastructure on certain domestic-equivalent routing can improve
flow types economics.

Correspondent Fewer correspondent options on a corridor Diversify correspondent relationships before

consolidation increases pricing power of remaining consolidation reduces leverage.
correspondents

Regulatory Cross-border RTP linkages (UPI, PIX, SEPA) Evaluate participation economics before

interoperability may reduce friction on specific corridors volumes shift to the new infrastructure.

initiatives

Sanctions or New regulatory requirements increase Trigger immediate corridor classification

compliance changes compliance cost and may make corridors review. Do not wait for economics to
structurally unviable deteriorate.

Volume migration to Declining corridor volume that concentrates Diagnose root cause. Fix operational issues

fintechs fixed costs over fewer transactions or reclassify the corridor.

5.3 Real-Time Payment Railsand Cross-Border Economics

Real-time payment rails have transformed domestic payment economics in many markets. Their impact on
cross-border corridor economics is more limited and more nuanced than is often portrayed.

Domestic RTP networks — FedNow, RTP, UPI, PIX, SEPA Instant — reduce friction on the domestic leg of
a cross-border payment. They do not eliminate the cross-border economics: correspondent relationships,
FX conversion, compliance screening, and nostro funding are still required. Cross-border linkages between
domestic RTP networks are developing, but they remain early-stage and limited in coverage.

The practical implication for corridor strategy is modest but real. On corridors where both domestic legs have
strong RTP infrastructure, settlement speed improves and the domestic clearing cost decreases. This is an
operational improvement, not a structural change in corridor economics. Correspondent costs, compliance
overhead, and FX spread dynamics remain the dominant variables.

17
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90-DAY CORRIDOR STRATEGY

BUILD

The same principle applies here as in pricing governance and commercialization: do not try to build the
entire framework at once. The 90-day plan below is sequenced so that each phase produces a concrete
output before the next begins.

6.1 Data Prerequisites

The most common Phase 1 constraint is cost data availability. Revenue by corridor usually exists. Full cost
by corridor often does not. Start building it in week one.

Data Required If Not Available

Transaction revenue by corridor Corridor revenue baseline Pull from payment system by destination
country/currency.

Correspondent fee data by Correspondent cost Request from operations. Use invoice data if

corridor component of corridor P&L real-time not available.

Nostro balance and funding cost Liquidity cost component Request from treasury. Use average balance and

by corridor internal funding rate.

Compliance cost allocation by Compliance overhead Use blended compliance cost rate allocated by

corridor component transaction volume.

Exception and repair rate by Operational cost component Pull from operations. Use blended repair cost if

corridor corridor-level not tracked.

FX spread by corridor FX revenue and competitive Pull from FX system by currency pair.

benchmarking

Start with the top 20 corridors by volume. A full corridor P&L for every corridor is the eventual goal,
not the starting point. The top 20 corridors by volume typically represent 80 to 90 percent of cross-border
revenue. Build the economics there first. The tail corridors can follow.

18
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6.2 The Three Phases
Diagnostic Framework Build Activation
Build corridor P&L top 20 Design corridor pricing architecture Implement corridor repricing
Classify each corridor Build governance model Begin managed exits
Identify highest-impact fixes Develop correspondent strategy Set quarterly review cadence
Map correspondent relationships Define exit/partner plans KPI baseline established
Output: Corridor Diagnostic Report Output: Corridor Strategy Document Output: Corridor Strategy Live

Days 1 to 30 — Diagnostic and Classification

e Build full corridor P&L for top 20 corridors by volume.

» Classify each corridor: Core, Expansion, Optimize, or Exit/Partner.

« Map correspondent relationships and identify price-taker versus price-setter positions.
» lIdentify the two or three highest-impact fixes based on the diagnostic.

« Flag any corridors with liquidity asymmetry or rising compliance cost trajectory.

Corridor Diagnostic Report: full cost P&L for top 20 corridors, classification for each, and
prioritized action list.

DELIVERABLE

Days 31 to 60 — Framework Design

« Design corridor pricing architecture incorporating all five cost components.

« Build corridor governance model: pricing review cadence, authority matrix, exception process.
« Develop correspondent renegotiation strategy for Optimize-tier corridors.

« Define exit and partner plans for Exit/Partner-tier corridors.

« Assess routing optimization opportunities across the corridor portfolio.

Corridor Strategy Document: pricing architecture, governance model, correspondent
DELIVERABLE . i .
strategy, exit plans, and routing analysis.

19
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« Implement corridor repricing for Optimize-tier corridors.

» Begin managed exits or partner conversations on Exit/Partner corridors.

« Initiate correspondent renegotiations where volume justifies improved terms.
» Set the quarterly corridor classification review cadence.

» Establish KPI baseline across all five corridor metrics.

Corridor strategy live. Repricing pipeline active. Exit/partner conversations initiated. Quarterly
review cadence established. KPI baseline set.

DELIVERABLE

6.3 KPIsfor Corridor Strategy

Five metrics. Reviewed quarterly by the P&L owner and payments leadership.

Net Margin per Transaction by True corridor economics after full cost Improving trend on Core corridors.
Corridor allocation Positive on Expansion. Recovery on
Optimize.
Corridor Coverage Ratio Percentage of total cross-border volume on Target 80%+ within 90 days. 100%
corridors with a full cost P&L within 12 months.
Correspondent Cost as % of Correspondent leverage and renegotiation Declining on Optimize corridors as
Corridor Revenue opportunity volume grows and renegotiation
occurs.
Exception Rate by Corridor Operational health and hidden cost-to-serve Declining trend. High exception
by corridor corridors flagged for root cause
analysis.
FX Spread vs Market Competitive positioning and spread leakage Spread maintained at or above
Benchmark by Corridor on high-volume corridors competitive benchmark.

Compression tracked quarterly.

20
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CLOSING

Corridorsas Competitive Advantage

Corridor strategy is not a compliance exercise or a cost management program. It is a commercial capability.
Organizations that understand their corridor economics — at the full cost stack level — make better
decisions about where to price, where to invest, and where to exit. Those decisions compound over time into
a cross-border franchise that is genuinely difficult to displace.

The organizations that lose corridor economics do not lose them suddenly. They lose them gradually,
through pricing decisions made without full cost visibility, through correspondent relationships that were
never renegotiated, through exception rates that were never addressed at the corridor level. The corridor
P&L is the diagnostic that makes those losses visible before they become structural.

This framework completes the Payments Franchise Operating System. Pricing governance fixes leakage at
the client and product level. Franchise commercialization builds the revenue architecture at the relationship
level. Corridor strategy optimizes the cross-border engine at the network level. Together, they give a
payments organization the full toolkit for turning infrastructure into sustainable commercial advantage.

The Payments Portfolio Diagnostic at carlosurena.com scores corridor strategy as one of six structural
pillars. Organizations starting this process can use the diagnostic to establish a baseline before designing
the framework. Payments franchises that treat corridors as economic units compound their advantage over
time. Those that treat them as volume businesses lose margin gradually — without realizing it until the
damage is structural.

carlosurena.com
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