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For startups, managing cash isn’t just about holding funds securely; it’s about *strategically* allocating every dollar
to maximize runway and operational flexibility. Selecting the right banking partner can dramatically enhance
budgeting precision and provide greater runway visibility—two essential pillars for any early-stage company.

In this post, we will dive deep into the best banking solutions tailored for startups focused on budgeting and
runway visibility. We’ll explore how innovative financial platforms like Rho, Arc, and Grasshopper address the
unique needs of startups through features such as Relay buckets, sub-accounts, and advanced cash allocation
tools. Additionally, we’ll help you understand the trade-offs between idle cash yield vs zero-yield checking, treasury
yields vs bank APY, and core considerations around FDIC insurance, sweep networks, and counterparty risk.

Understanding Startup Cash Management Needs
Startups face a fundamental challenge managing their runway—ensuring they have enough cash to fund
operations until product-market fit, growth, or a next funding event. Cash isn’t a static number in a checking
account. It’s a vital resource that needs to be:

Visible: Knowing exactly how much runway remains and how it’s allocated.

Segmented: Allocated for specific purposes like payroll, marketing, or legal expenses.

Yielding: While still liquid, cash should earn a meaningful yield where possible.

Safe: Protected with FDIC insurance or equivalent through diversified banking relationships.

Traditional bank accounts—even business checking accounts—often fall short on these needs. Emerging startup-
focused banking platforms have developed tools and integrations tailored specifically to startup finance teams’
workflows and priorities.

Key Features for Budgeting and Runway Visibility

Relay Buckets and Sub-Accounts for Cash Allocation

Granular cash management is a game-changer for startups managing runway. Platforms like Rho and Relay (their
product term) provide a system of buckets or sub-accounts that allow finance teams to compartmentalize cash
within a single overarching balance.

Relay buckets: These let you allocate portions of your total cash to specific categories, such as payroll, vendor
payments, or capital expenditure.

Sub-accounts: Arc also offers a similar feature, enabling teams to segregate funds and track budgets against
each bucket more transparently.

This structure eliminates the noise of commingled funds and improves visibility for CFOs and finance teams,
allowing for real-time monitoring of how much cash is genuinely available in each area without needing multiple
discrete bank accounts.

Cash Allocation Controls

With powerful allocation tools, startups can automate workflows such as:

Setting aside payroll funds on a cadence to avoid shortfalls.



Tracking marketing spend limits to control burn rate.

Reserving cash buffers for emergent expenses.

Such allocation transparency directly contributes to more accurate runway forecasting and budgeting processes.

Balancing Idle Cash Yield vs Zero-Yield Checking Accounts
Most startups prefer having liquid checking accounts that come with zero or minimal interest, primarily for
operational ease. However, large cash balances sitting idle represent missed opportunities to earn yield. The
challenge? Balancing liquidity with earnings while maintaining operational simplicity.

Here’s a breakdown:

Account Type Liquidity Yield Typical Use Case Zero-yield Checking Very High 0% or near zero Daily operations and
spend Interest-Bearing Business Savings / MMAs High, but sometimes withdrawal limits apply Low to moderate
(depending on market rates) Staged cash as runway buffer FDIC Sweep Networks / ICS Participation High liquidity
via distributed accounts Market competitive yields (often better than single-bank APY) Large cash balances, safety
and yield optimization

Many startup finance teams struggle with keeping large balances in zero-yield accounts because they fear tying up
cash. However, today’s banking ecosystems have evolved to add layers of yield without sacrificing liquidity or
safety.

FDIC Insurance and Sweep Networks: Cash Safety and Counterparty
Risk
Security of startup funds is paramount. Startups often keep hundreds of thousands or millions on deposit, which
can exceed typical FDIC insurance coverage limits ($250,000 per bank, per depositor).

Some modern banking solutions partner with federated FDIC sweep networks or utilize Insured Cash Sweep
(ICS) participation to extend FDIC insurance coverage across multiple banks without complicating user
experience. How this works:



Funds are swept or distributed in smaller chunks to participating banks, so each deposit stays within FDIC
limits.

This setup increases coverage up to millions of dollars, significantly reducing counterparty risk.

Liquidity remains excellent since the network manages accessibility seamlessly.

Grasshopper Bank is a prime example leveraging ICS participation and FDIC sweep networks. This ensures
startups can earn interest on larger cash balances without worrying about surpassing insurance limits.

Counterparty Risk and Diversification

Dividing cash among multiple banks is a traditional risk mitigation tactic, but cumbersome and opaque at scale.
Banks that offer built-in sweep networks simplify the process by managing counterparty risk internally, allowing
the startup finance team to focus on other priorities.

Comparing Rho, Arc, and Grasshopper for Startup Budgeting and
Runway Visibility
Each of these banking platforms offers strong features but with slightly different focuses:

Bank Key Features for Budgeting Cash Yield Approach FDIC Insurance / Sweep Best For Rho Robust Relay
buckets, sub-account cash allocation, and spend controls. Competitive APY on interest-bearing accounts, cash can
be auto-allocated across buckets. Standard FDIC insurance on deposits; no widespread ICS sweep network.
Startups needing structured budgeting tools and spend management. Arc Advanced sub-account system with
native budgeting and granular cash visibility. Moderate APYs via embedded accounts, with integrated spend and
card controls. Standard FDIC insurance, limited info on sweep network participation. Startups prioritizing
operational control and granular buckets. Grasshopper Simplified budgeting tools paired with high-yield checking
features. Market-competitive yields via ICS participation and FDIC sweep network integration. Up to
multimillion-dollar FDIC insurance coverage through sweep network. Startups holding large cash balances seeking
max yield + safety.

Choosing the Right Bank: What Should Startups Prioritize?
The ideal bank depends on your startup’s maturity, cash volume, and priorities:

1. Do you need intricate budgeting and real-time runway visibility? Platforms like Rho and Arc offer sub-
accounting and allocation tools designed to map exactly to your finance team’s workflows.

2. Are you holding large cash balances and seeking to optimize yield without compromising liquidity
or FDIC insurance? Grasshopper’s FDIC sweep network and ICS participation can give you extended
coverage and stronger yields than traditional business accounts.

3. Do you want a balance of operational ease with moderate yields? Many startups find a hybrid approach
across these platforms or splitting funds between zero-yield checking and high-yield sweep-enabled accounts
works best.

Final Thoughts: Elevate Your Startup’s Financial Health with Strategic
Banking
Startup banking has moved far beyond basic checking accounts. Finance leaders are now demanding tools that
provide clarity and precision in budgeting, runway visibility, and cash safety. Innovative players like Rho, Arc, and



Grasshopper demonstrate how startup-tailored banking stacks can directly impact the confidence
wallstreetmojo.com and agility of finance teams.

By embracing features like Relay buckets, sub-accounts, and leveraging FDIC sweep networks with ICS
participation, startups can:

Manage cash allocation with surgical precision.

Protect large cash positions securely against counterparty risk.

Earn meaningful treasury-level yields without sacrificing liquidity.

Gain real-time runway visibility necessary for sound decision-making.

When evaluating banks, ensure you go beyond APY numbers. Prioritize platforms that empower your finance
team to structure and visualize cash flow with clarity and safety—because that’s what thoughtful runway
management requires.

Choosing the best startup bank is a foundational step for budgeting success and runway confidence.
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