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Treasury in a cashless world

The death of cash has been prophesied for many a year, yet despite digital payments becoming increasingly
popular, cash remains a reality for many businesses. Treasury Today finds out why, what efforts are being made to
remove cash from the system, what a cashless world will look like and what this all means for corporate treasury.
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The persistence of cash
Rumours concerning the death of cash appear to be much exaggerated. Again. For a
payment form that has been slated for demise for many years, it seems to be hanging
on remarkably well.
In most jurisdictions, cash remains fundamental to many day-to-day transactions. The
‘experts’ may try to convince us that it is waning in influence but the evidence (at least
the evidence of the latest World Cash Report from G4S), shows that the demand for
cash “is growing in absolute terms and relative to GDP”.
It seems people like cash. They trust it. It’s free to use. It’s readily available for
consumers. It can’t be hacked. It doesn’t run out of battery power. Perhaps more of
interest to certain elements in society, it is also a rather confidential and untraceable
payment mechanism. “These unique qualities continue to hold significant value to
people living on all continents,” comments Jesus Rosano, Chief Executive of G4S’
Global Cash Division.
The World Cash Report truth is that people like a range of payment options. Despite
the rise of electronic and mobile payments, cash remains hugely important all over
the world.
In this issue we look at the cash conundrum through the eyes of treasurers. In trying
to manage this awkward beast, what means are available to keep it under control?
Turn to our Insight & Analysis article and witness ‘The death of cash...again’.
Elsewhere, we consider the technology angle of running treasury on a budget before
saluting the rise of the treasurer as the corporate change manager and revealing some
of the key methods of unlocking value in the supply chain. As part of our continuing
Back to Basics series, in this issue we offer a guide to negotiating with your bank.

Key numbers from the World Cash report
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INSIGHT & ANALYSIS

Are we any closer
to the death of cash?
As the payment world becomes increasingly electronic, many might think that the long-heralded death of
cash is almost here. However, data shows that in many markets the opposite is true and notes and
coins are in fact making a comeback. Should treasury teams be preparing for a cashless world, or is
physical cash here to stay – and if so, what can treasury teams do to manage it effectively?
Treasury Today finds out.

“Sorry, we don’t accept cash,” is an increasingly common
phrase uttered in retail outlets around the world as businesses
pivot customers away from notes and coins onto electronic
forms of payment. In many markets, customers need no
encouragement when it comes to using electronic forms of
payment and are increasingly leveraging cards and mobilebased forms of payment as a matter of convenience.
The data clearly supports this. In the UK, for instance, cards
are set to take over cash as the most popular form of payment
this year, according to UK Finance. In Australia, 52% of
consumer payments are made with cards – two-thirds of which
are contactless – according to the latest Consumer Payments
Survey. Meanwhile in Sweden, which is regarded as the most
cashless country in the world, a 2017 study found that 36% of
people never use cash or use it only once or twice a year.
The move away from cash is even more rapid in the developing
world. Countries such as Kenya, China and India are very
quickly becoming cashless economies as large unbanked
populations leverage digital wallets as a means of financial
inclusion. Indeed, according to the 2017 World Payments
Report from Capgemini and BNP Paribas, cashless
transactions in developing economies will grow at a rate of
19.6% until 2020.

Why cash should die
Why then are we saying goodbye to cash? For Rohit Talwar,
world-renowned futurist and CEO at Fast Future, the answer is
simple: eliminating cash has huge benefits. He notes that
digitalised payments provide a safer and more convenient way
for individuals to transact. Indeed, a study from Tufts University
found that on average, Americans spend 5.6 hours a year
withdrawing cash from ATMs at a cost of US$8bn a year on
ATM fees. There is also the hygiene factor: an Oxford University
study showed that the average European banknote contains
26,000 bacterial colonies.
Businesses are keen to see cash disappear because it is
inefficient and costly to manage. Cash also exposes businesses
to significant risks, notably theft and fraud. Indeed, the Tufts
University study found that US businesses lose roughly US$40bn
a year to cash theft and loss, about 1% of total revenues.
Finally, governments are also keen to drive cash out of the
system. Talwar comments on how this helps “reduce
corruption, crime, shadow economic activity, and tax
avoidance”. Again, Tufts University estimates that the US
government loses out on US$100bn-US$500bn in tax revenues
each year, due to cash being used as a method of payment to
avoid tax.

Payment evolution: from barter to cashless
Bartering and trade

Coins and currency

Paper money

Money travels

A direct trade of goods
and services.

The first minted coins were
stamped with pictures of
animals to represent their value.

The use of paper IOUs
led to paper currency
being used.

Banks started buying
currencies from other
nations and created the
first currency market.
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In India, the government took a radical step to combat tax
avoidance when it suddenly ordered the demonetisation of all
Mahatma Gandhi Series Rs500 and Rs1000 notes – which
constituted 85% of the total currency under circulation – in 2016.
At the time, Prime Minister Modi said that corrupt officials,
executives and criminals would be stuck with “worthless pieces
of paper” as they would be unwilling to transfer these for the new
Rs500 and Rs2000 notes.
A year and a half on, the success of the move is up for debate
as it caused a significant shock to the Indian economy and
negatively impacted individuals and businesses. It also
seemingly has not driven out black money. Recent stats from
the Finance Ministry show that 99% of the old notes have been
swapped, far more than had been expected. It has been
suggested that those in possession of black money have used
complex money-laundering networks to deposit undeclared
currency without exposing themselves to the tax authorities.
Apparently, the only way to stop cash being used for tax
avoidance may be to remove it altogether.

Increase in cash in circulation
Demonetisation was also meant to kick-start Modi’s Cashless
India initiative. And whilst digital payment volumes in India have
increased since 2016, the number has fallen short of the
government’s targets. At the same time, the amount of cash in
circulation across India has surpassed the amount
before demonetisation.
India is not unique in this. Given the clear move towards digital
payments around the world, it would be rational to assume that
the death of physical cash is nigh. However, while the use of
cash as a method of payment falls, the demand for cash and
cash in circulation around the world is increasing at a steady rate.
Take the UK, for example: in 2017 there was £73,198m worth of
notes in circulation, up from £67,819m in 2016. Yet apparently
the UK is set to move beyond “peak cash” this year, with cards
poised to be used for purchases more frequently than cards
and coins. The story is similar across many eurozone countries,
the United States, Australia, Hong Kong and Japan.
There is no single reason that this is the case. However, Talwar
speculates that in developing countries “the cashless movement

could lead to exclusion of poor and more vulnerable segments of
the population that do not have bank accounts or cell phones”.
He also notes that opposition to digital payments may be coming
“from those who see this as a further incursion of ‘big brother’
into our lives, and yet another erosion of individual privacy”.

Treasury headaches
The continued use of cash is not good news for treasury teams
that must put in place products and strategies to manage its
collection. The treasury team at British American Tobacco
(BAT) is fully aware of these issues. Indeed, Philip Stewart,
Global Head of Cash & Banking at BAT says that the company
collects a “significant” amount of cash around the world,
including in key markets like Indonesia, Brazil and South Africa
where it sells directly to retailers.
In those markets where cash is a reality, Stewart explains that
BAT has strived to put in place processes that make cash
collection and management as efficient as possible. For
example, in some of the large depots in Colombia and South
Africa, the company has tellers from its relationship banks count
and deposit the cash on site. “This enables us to quickly transfer
the risk to the bank,” says Stewart. “It also allows us to achieve
same day value and same day reconciliation.” In the company’s
smaller depots, BAT utilises cash counting machines, which
provide similar benefits to the onsite tellers.
Stewart explains that employing these solutions and making cash
collection as efficient as possible is not just about mitigating risks
and reducing costs: it is about enabling the company’s
representatives to focus on selling its products. “When they are
working we want them to be out there selling, not coming back to
the depo to count cash,” he says. “So, making this process
efficient and standardised is adding value to the business.”
Of course, the ultimate aim for the BAT treasury is to drive cash
out of the business by incentivising its customers to use digital
forms of payment. “There is a lot of work being done across the
company to encourage our customers to pay without using
cash and we have had some success with customers beginning
to pay us using cards or through mobile wallet solutions,” says
Stewart. “However, we cannot force this because we are not
going to risk losing business by forcing our customers to pay in
a way that they don’t want to.”

Mobile payments

Seamless payments

Biometrics payments

Money rendered for a
product or service
through a portable
electronic device.

Virtual currency

E-wallet payments are
instant and seamless
allowing for fast and safe
P2P and C2B payments.

Payments that don’t
require a card or a phone,
just a fingerprint.

Virtual currencies have no
physical coinage. Bitcoin
is the most famous.

Source: HSBC
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Sweden: the most cashless country on earth

CASE
STUDY

Cash is dying in Sweden. Statistics from the Central Bank show that between 2010 and 2016 the use of cash payments in
the retail sector declined around 40%. And with businesses across the country increasingly no longer accepting cash, it is
unlikely to be long before the Swedish krona only exists in bits and bytes.
The reason for this, explains Gabriela Guibourg, Head of Division for Analysis and Policy at Riksbank, is two-fold. Firstly,
demographically Sweden has a homogeneous, well educated, technology savvy population that responds positively to
innovation. This has seen the consumption behaviour of Swedes rapidly change with more and more preferring to shop
online which requires digital forms of payment, which they then want to use in the high street. “In this respect, the shift to
digital payments is following the natural evolution of societal behaviour,” says Guibourg.
Another driving factor is the highly cooperative and innovative financial sector in Sweden, which has responded to market
demand for digital payments by creating the infrastructure to make this happen at scale. Guibourg cites the success of the
Swish mobile payment system as being a prime example. Launched in 2012 by seven large Swedish banks in partnership
with the Central Bank, Swish is now used by over 50% of the population.
“Swish was initially created as a platform for real-time, low-value P2P payments,” says Guibourg. “It then began to be used
as a collection method by businesses and most recently as an online payment method. The solution has therefore played a
big role in removing cash from many different types of transactions.”
In Guibourg’s view, the disappearance of physical cash in Sweden is largely a positive phenomenon. However, it also creates
some issues. “Firstly, there are individuals in Sweden that are not ready to live in a cashless county,” says Guibourg. “Also,
the disappearance of physical cash means that individuals will no longer have access to Central Bank money – historically the
only asset that is completely risk-free and liquid.”
The rise of digital payments also means that there is the possibility that the payment market will become dominated by a few
private participants, says Guibourg. “This creates vulnerability and may stifle innovation if these new entrants are barred from
accessing these payment rails.”
These are the main reasons behind the bank’s exploration into issuing a state-backed digital currency, the e-krona. “This
would act as a complement to cash and ensure that individuals still have access to central bank-backed money,” says
Guibourg. “The idea is also to build a new payment infrastructure to underpin the e-krona that would be competition neutral.
This would allow the market to build innovative solutions and ensure that Sweden continues to lead the world when it comes
to digital payments.”
Ultimately, it is important that in a cashless world there is still the ability to access central bank-backed money, says Guibourg.
“A strong and sound monetary system needs to have a trusted issuer – the whole system of fiat money relies on the fact that
people trust that money will be accepted by others and have a stable value.”

Ultimately, Stewart believes it is just a matter of waiting for the
markets that still rely on cash to reach that tipping point where
digital payments become the norm. “We have worked hard to
make sure we have the tools to facilitate digital payments in all
our markets once the market is ready and we will continue to do
our part driving the change.”

The best alternative?
It is clear then that one of the chief tasks for any treasury
team working in a cash-heavy business is to wean customers
off cash. The good news is that in many traditional cash-heavy
countries, like China and many African and South East Asian
markets, there are now solutions that enable businesses to do
this. Namita Lal, Managing Director, Global Head Payments,
Collections, Mobile Money, eCommerce at Standard Chartered,
cites the mobile phone and the emergence of mobile money as
being a game changer in these markets, “bringing financial
solutions to a traditionally large unbanked population”.
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While mobile money may have been developed to facilitate P2P
payments, businesses have quickly recognised the opportunity
to collect and pay using these solutions. Doing so has helped
many companies reduce the amount of cash they must
manage, bringing efficiency gains and cost savings. However,
Lal explains that beyond that, the proliferation of mobile money
has enabled businesses to access a much bigger market of
consumers and even evolve their business models. She cites
insurance companies as an example, many of which are now
able to offer micro-insurance products due to the reduced cost
of the payment process.
However, whilst the growing acceptance of mobile wallets
has certainly benefited businesses, it has also created
some challenges for treasury. Most notably, treasury teams are
now having to facilitate and manage a multitude of payment
types, as businesses must offer customers their preferred
method of payment to be competitive. This is a challenge for
treasury because onboarding these wallet providers takes time

and resources. At the same time, treasurers have no desire
to manage tens, if not hundreds, of individual
payment portals.
Standard Chartered thinks it has the solution. “We’ve built a
single gateway that enables our clients to seamlessly
connect with multiple payment options in the countries they
operate in,” says Lal. “This removes the need for treasury to
create bespoke arrangements with these wallet providers.
It also ensures that they receive a consistent experience, no
matter how they are being paid, and all the reconciliation
efficiencies this brings.”

Value adding
Moving from cash to digital payments is not just about
efficiency: it is about data. Data that if harnessed correctly
can see treasury deliver increased value to the wider
organisation and ultimately boost the top line.
Andrew Wray, Vice President at Yoyo Wallet, explains that
currently retailers only receive basic transactional data at the
point of sale (POS). “However, by tapping into the point of
sale through a simple transaction API, retailers can gain full
stock keeping unit level basket data, which reveals who
each customer is, what they’re buying and when.”
Wray explains that with basket data insight comes the ability
to segment customers, connecting basket data to
preferences and behaviours on an individual level.
“The next step is to use this insight to engage each
individual by personalising their experience, which will
increase the effectiveness of campaigns,” Wray says.
“It’sabout the consumer receiving offers and rewards that
are most relevant to them. And the more relevant the offers
and rewards are, the more engaged a customer will be
with a brand.”
With this information, businesses can then engage
individuals by personalising their experience, which will in
turn increase the effectiveness of campaigns. “Once
customer segments are developed, retailers can target
them with a campaign that either rewards, thanks, or
encourages them to carry out a certain behaviour,”
Wray adds.

The end of cash is coming
For treasurers in certain businesses, it is clear that the move
away from cash presents a tremendous opportunity to add
value to the organisation by creating efficiencies and
harnessing the power of data. The challenge, however, will
be to find ways of accepting this plethora of payment types
without creating a spaghetti-bowl of complexity.
And cash will have to remain a consideration. Indeed, whilst
it is widely believed that cash will soon disappear, it is
clinging on for dear life. Fast Futures Talwar anticipates that
it might take 20 to 30 years for cash to become extinct.
“While there are clearly many potential benefits to shift to an
entirely digital medium of exchange, there are also
significant hurdles and concerns to be addressed,” he says.
“The pace of transition could therefore vary quite
dramatically between nations and the process may require a
fundamental reshaping of economies.” n
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Women in Treasury: from insight to action
State Street Global Advisors and Treasury Today launch global partnership on Women in Treasury Global Study 2018

On March 8th in New York on International Women’s Day, State Street Global Advisors and Treasury Today
hosted the first of a series of global roundtables dedicated to diversity and inclusion in corporate treasury.
The launch session was both a networking opportunity and a lesson in personal development, focusing on
the data derived from the 2017 Treasury Today Women in Treasury Global Study.

March 8th 2018 marked the one year anniversary of the unveiling of State Street’s Fearless Girl, a
sculpture erected overnight in New York of a ten year old female child, her hands placed firmly on her
hips facing down the iconic bull on Wall Street. The sculpture came to symbolise the indomitable
strength of women and instantly garnered worldwide attention. A social media frenzy swiftly followed its
unveiling as people from across the world flocked to have their photograph taken with the sculpture.
Originally intended as a temporary installation, the popularity of the sculpture will see the Fearless Girl
become a permanent feature in the city. All this made March 8th the perfect day to launch the first in
2018’s roundtable events with State Street Global Advisors.
Treasury Today’s Women in Treasury initiative was created five years ago and has been driving the
diversity dialogue in the corporate treasury space ever since. The initiative now incorporates an annual
Global Study into the corporate female experience along with global Forums, regular profiles of female
corporate finance professionals, a dedicated LinkedIn networking group, and now, this new series of
intimate focus group sessions dedicated to discussing the study findings.
The inaugural session was hosted above the heady heights of Times Square in New York City and
brought a group of 20 industry professionals together for a lunchtime discussion of key findings from
the 2017 Women in Treasury Global Study. The event began with a networking coffee session where
guests arrived at the Convene on the 23rd floor towering above Midtown Manhattan and were
photographed with a resin replica of the Fearless Girl statue.
This was followed by an introductory speech from Yeng Butler, Senior Managing Director and Global
Head of Cash Business of State Street Global Advisors as guests enjoyed a sumptuous three course
lunch. Pia McCusker, Senior Managing Director – Global Head of Cash Management added sound
bites around her personal professional journey and the work that State Street Global Advisors are doing
in this space. Said Yeng, ‘It is about action. Actionable ideas for yourself, as senior leaders in your
organisation, actionable ideas for your organisations in driving diversity of thought and inclusion. Let
me leave a compelling example of this action and reaction resulting from Fearless Girl arriving exactly a
year ago. As part of our asset stewardship role at State Street Global Advisors, as a result of Fearless
Girl coming on March 8th of last year, 152 companies have now committed to add a female in their
board. To me, there isn’t any more compelling evidence that there is a reaction to the action, I think that
is just something that I want to leave you with as we have this vibrant discussion this afternoon.’

Over lunch Treasury Today’s Joint Publisher & Head of
Strategic Content, Sophie Jackson facilitated a dialogue
around the key findings from the Women in Treasury 2017
Annual Global Study with particular attention to the topics of
flexibility, representation, mentorship, parity and driving
change in organisations. The lively dialogue these statistics
provoked was incredibly eye opening and the findings really
came to life as corporate treasurers outlined in real terms
their experiences of these statistics and their unique personal
journeys to the careers that they enjoy now.
Our diverse group shared advice with the other treasurers in
the room and there was an enthusiastic and supportive
atmosphere on the day, built on a keen awareness of the
challenges female professionals currently face. We sought
insight from the corporate treasurers in the room in advance
of the launch of the Women in Treasury 2018 Global Study
on April 3rd 2018, proudly supported by State Street Global
Advisors, which we invite all female corporate treasury
professionals to complete.
Discussion of the Women in Treasury 2017 Annual Global
Study was followed by an expert session interview with
Louise Watts, co-founder of High Performance Coaching
based in Sydney, who works extensively with organisations
on the future of work and with individuals on their personal
brand building, development and coaching. Louise shared
some great insights from her own journey with actionable
takeaways for attendees to encourage taking charge of ones’
professional presence and destiny.
The Women in Treasury Annual Global Study roadshow
events with State Street Global Advisors will continue globally
throughout the course of the year in various locations and the
2018 Women in Treasury Annual Global Study results will be
released in September.
To learn more please contact Lisa Bigley, Global Head of
Events – lisa.bigley@treasurytoday.com n

Join our Women in Treasury community on LinkedIn where you
can be part of the discussion around the findings of this study,
contribute your insights and engage with a unique professional
network. Simply contact our Head of Circulation, Sarah Arter
– sarah.arter@treasurytoday.com to join our Women in
Treasury community and be part of the dialogue today.

Sculpture by Kristen Visbal,
commissioned by State Street
Global Advisors

in partnership with

TRADE

The quest for supply
chain efficiency
Increasing supply chain efficiency is a priority for companies around the world. What role can
treasurers play in addressing the pain points – and how is technology supporting the adoption of
more efficient practices?

While the topic of supply chain efficiency is nothing new, the
pressures and challenges which arise within supply chains
evolve over time. Supply chains, by definition, involve multiple
companies – and with companies operating on a more global
basis than in the past, the potential delays and obstacles that
can arise within those supply chains are considerable.

channel with the bank to help facilitate the real-time payment
and that is where open APIs comes to play,” he says. He
notes that treasurers need to “be an advisor to the supply
chain and rest of the business on how the company could
potentially adopt these new real-time payment methods in
order to keep up with the supply chain models.”

New sales models

Supply chain finance and the
financial supply chain

One notable development is the rise of new sales models and
the impact this may have on payments. Luc Belpaire, Head of
Product Management and Business Development, Trax, FIS
points out that the move towards eCommerce models means
that just-in-time delivery and zero inventory practices
becoming more prevalent. As Belpaire observes, these
practices ultimately affect the financial supply chain – meaning
that treasurers need to understand how they can capture the
equivalent financial transactions.
“Those supply chains are getting more compressed and more
real-time, which means there is a requirement for real-time
settlement scenarios,” says Belpaire. “They need real-time
insights into when goods are being delivered, and delivery
against payments.”
Consequently, Belpaire says that treasurers need to
investigate what the options are, including considering the
adoption of new real-time instruments. “If a real-time payment
instrument is selected, they need a real-time communication
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For corporate treasurers, one area of focus is the financial
supply chain, which incorporates the flow of cash and
information relating to payments. Companies may have
opportunities to improve their working capital positions by
increasing the efficiency of these processes.
“There is always more to be squeezed out of the supply
chain,” comments Peter Jameson, Managing Director,
Co-Head EMEA Product Management, Global Transaction
Services at Bank of America Merrill Lynch. He notes that
since the financial crisis, there has been a greater recognition
that companies can free up significant amounts of working
capital by focusing more closely on this topic. “What I’ve
seen is that a lot of corporates realise they can put specific
numbers against the working capital enhancement that they
can generate,” he says. “Those numbers resonate, because
they correlate with the amount that companies would
otherwise need to borrow from the market”.

Different techniques are available to treasurers looking to drive
financial supply chain improvements. Greg Person, Vice
President Global Presales and Strategic Value at Kyriba, says
that transparency is key to optimising both the physical and
the financial supply chain, noting that where the latter is
concerned, inefficiencies can arise if suppliers do not have
visibility over the status of their invoices once they have been
submitted. “While it sounds simple, this transparency is often
not implemented properly, especially by larger organisations
with different procurement systems and IT systems,” he
comments. Person points out that once this level of
transparency has been achieved, companies may have the
opportunity to take advantage of early payment discounts,
either on an automated or on-demand basis.
Indeed, treasurers increasingly recognise that solutions such
as supply chain finance can drive working capital
improvements by enabling suppliers to receive payment
sooner than they otherwise would. Such solutions can also
reduce the risk that supply chain disruptions could have a
negative impact on the buyer’s business.

corporate treasurers. “For treasurers who have a broader role
in the working capital strategy or liquidity strategy for their
firm, they may be the one who is tasked with executing and
operating a free cash flow target,” he explains. “Or treasurers
may have a lot of debt on their balance sheet and be trying to
optimise their cash position in order to pay down debt.”

Collaboration within the organisation
That said, supply chain is not a topic that comes solely under
the treasurer’s remit: it also involves looking at procurement
and considering the contracts and agreements that the buyer
has with suppliers. “So it does involve a collaborative
cross-functional type of project which the treasurer can
champion and initiate,” says Person.
This may involve overcoming some practical obstacles. In the
past, treasury and procurement – and indeed treasury and
sales – have tended to be positioned separately within the
organisation. However, this can result in a certain disconnect
when it comes to supply chain efficiency, hampering the
organisation’s ability to drive improvements.

As such, supply chain finance has become increasingly
mainstream in recent years. Jameson says that the benefits
of a supply chain finance programme are becoming better
understood beyond large corporations. “One of the big areas
of development is that there are different tools out there to
provide the same outcome,” he says. “When you look at
using supply chain finance for smaller suppliers, it’s a bit like
using a sledgehammer to crack a nut. So, for example, we’re
talking to a lot of companies about the benefits of a
purchasing card programme, and the possibility of combining
this with supply chain finance.”

For example, the use of a purchasing card programme to
extend payment terms to 60 days might be wholly valid from
the treasurer’s point of view – but this will only succeed if the
procurement team is equipped to explain the benefits and
mechanics of the solution to suppliers. Likewise, where sales
is concerned, treasurers may see the working capital
efficiency gains that could be generated by asking customers
to pay sooner – but they may not be aware of credit
conditions in specific countries and the competitive threats
that may arise if another company offers better credit.

Jameson adds that a combination of these two solutions can
address the needs of both large suppliers, as well as the “long
tail” of smaller suppliers. “I guess that’s the next evolution:
looking at other tools to achieve that working capital benefit,
but in a lighter-touch way for the smaller suppliers.”

This gap is closing up, however, and Jameson says he is
increasingly seeing greater connectivity between those
groups. “Whether procurement reports into treasury, or
whether they sit alongside each other will vary hugely – but
there’s a much greater need for them to collaborate in order to
drive success,” he says.

Role of the treasurer

Working capital champion

Person says that supply chain inefficiencies are becoming an
increasingly major focus for CFOs, corporate controllers – and

In many cases, companies opt to appoint a working capital
champion, such as a chief working capital officer, who may

Supporting collaboration
Enrico Camerinelli, Senior Analyst at Aite Group, argues that the biggest issue that companies face in increasing the
efficiency of their supply chains lies in collaborating more effectively with their supply chain partners. However, various
obstacles can impede this collaboration in different ways.
The first of these is the issue of connecting disparate systems when different areas are separated into silos. “The second
is the issue of data privacy,” he says. “If you want to share some data with some and not with others, how can you
manage that?” A further obstacle, Camerinelli adds, is that “nobody wants to be the first” to adopt new methods
of collaborating.
However, these obstacles are not insurmountable. Camerinelli says that innovation in areas such as blockchain can help
with some of these issues. “If everybody has their own system, that is perfectly legitimate in a blockchain world because
data is shared using distributed ledgers,” he comments. Data privacy can likewise be addressed by the cryptography
used in distributed ledgers, or by the use of private blockchains. And when it comes to the need for common standards,
Camerinelli cites the work done by global business communications standards organisation GS1 to support the adoption
of blockchain.
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3D printing
Among the new technologies set to improve supply chain processes, one of the more intriguing is the use of 3D printing.
Notable developments in this area include GE’s success in deploying metal printing to create fuel nozzles for jet engines,
resulting in shorter lead times – and higher fuel efficiency, as the 3D printed item weighs 25% less than its predecessors.
While only certain products can be printed in this way, 3D printing – or additive manufacturing, as it is also known – offers
the opportunity for certain components to be distributed digitally. “3D printing definitely allows companies to
dematerialise inventories and digitise the supply chain, because instead of manufacturing and shipping certain items, you
can just send the file,” comments Camerinelli. “While this might be limited in scope, it revolutionises the whole supply
chain paradigm when you don’t have any inventory.”

report directly to the CFO. “The purpose of that is to try and
tie these strands together,” says Jameson. “If you think about
it, the treasurer’s job of optimising working capital is heavily
dependent on the level of efficiency within the procurement
process, or equally in the management of the sales process
and how much credit is being extended to customers.”
Consequently, some companies are “putting in senior
leadership between those functions to bring them together,
because it’s only when you start looking across all those
components that you really see the working capital benefit”.
Belpaire adds that treasury is partnering with sales and
procurement in order to drive process efficiencies throughout
the entire financial supply chain, in areas such as collections
and dispute management, in order to help free up working
capital. He adds: “Real-time access to data and collaboration
are key components to providing much needed improvements
across the supply chain. Some of these improvements are
achieved through accurate predictions of future collection risk
of each customer, customer portals for immediate self-service
payments, as well as early identification and resolution of
deductions and disputes.”

What about inventory?
While treasurers have a clear role to play in optimising DSO
and DPO, they tend to have less of a role in optimising the
other component of the cash conversion cycle, days inventory
outstanding (DIO). However, this may be changing too.
“When I was in treasury, I worked for a medical device
company – we were looking at how much inventory was kept
in sales people’s cars,” explains Person. He points out that
while not all treasurers will have the opportunity to get
involved in this area, their involvement can bring certain
benefits for the company: “Treasury may not be able to own
the area of inventory management, but they may be able to
expose it as an area for analysis and optimisation, and an
opportunity to improve the organisation’s liquidity position.”

Future developments
This area continues to evolve, bringing both new challenges
and new opportunities. One pain point relates to KYC
documentation and the increasing burden associated with
this. “A lot of compliance and regulation goes into the
suppliers that the bank will pay on behalf of the buyer, so
there’s a lot of due diligence from a banking standpoint when
on-boarding those suppliers,” explains Person. “That can be
a barrier to adoption – if the process is too challenging or
onerous for suppliers, you won’t see the level of adoption you
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are looking for, which means that the value proposition of the
programme is diluted.”
This is an area that supply chain finance vendors are actively
working on, however. Person says that Kyriba is spending
time and effort on R&D to build more integrated and simpler
on-boarding tools which allow suppliers to opt into
programmes and rapidly be onboarded. “This involves not
just the fintech side of things, but also the bank
documentation and how this component can be digitised,
making it simpler, faster, more transparent and ultimately
easier for suppliers to participate in these programmes,”
he explains.
Jameson notes that another interesting trend is the move in
certain industries towards selling directly to consumers. “That
is going to place very different pressures on the organisation,
because if you are dealing with a large distributor your
payment terms – and hence the whole working capital
dynamic around that – is very different from if you are selling
to individuals,” he points out.

Building on blockchain
Meanwhile, much has been said about the potential use of
blockchain technology to support international trade by
building trust between trading partners and facilitating new
financing opportunities. Notable developments include last
year’s launch of we.trade, a platform developed by a
consortium of banks to connect the different parties involved
in a trade transaction. Where supply chain finance is
concerned, Kyriba’s Person says that the company is currently
working on its blockchain strategy, with prototypes currently
in place in areas including supply chain finance and
treasury management.

Supply chain performance as collateral
Finally, Enrico Camerinelli, Senior Analyst at Aite Group,
says that he is seeing increasing interest in the idea of using
companies’ supply chain performance as additional
collateral to secure payments. “The model of just relying on
the large anchor company that guarantees the whole system
works is still there, but it has to be integrated with another
manner of assessing the credit profile of companies you
want to finance,” he explains. “By using supply chain
performance as collateral, you can use technologies like AI,
predictive analytics and data analysis to take the huge
amount of data that is exchanged between partners and,
for example, anticipate the reliability that a supplier has with
its customer.” n

TREASURY PRACTICE

Above and beyond
Treasurers are increasingly getting involved in areas which fall outside the traditional parameters of
treasury. What does this mean in practice – and how can this benefit both treasury professionals and
their organisations? Five treasury professionals share their experiences of stepping outside the
comfort zone.

It’s no secret that treasury has undergone considerable
changes in recent years. The days of treasurers operating
from their ivory towers are long gone. Since the financial
crisis, the treasurer’s role has gained greater visibility across
the organisation. At the same time, treasurers are increasingly
exposed to new challenges and opportunities on a daily basis
in today’s dynamic environment, from harnessing new
technologies and techniques to managing risks against a
volatile political background.
Not only that – treasurers also increasingly have a role to play
in supporting their organisations beyond the traditional remit
of treasury. While this means different things in different
organisations, many treasurers are having to step outside their
comfort zones and become experts in new areas. In some
cases, this might mean taking a more proactive role in
modelling and analysing potential risk scenarios, or actively
shaping business strategy. In others, it might mean taking on
the role of change manager and overseeing treasury’s part in
a wide-reaching finance transformation project.
It is likely that more treasurers will have to broaden their
horizons in the future. PwC’s Global Treasury Benchmark
Survey 2017 notes that “CFOs are urging treasurers to be
involved in finance processes beyond the traditional scope for
treasury such as in working capital management and in
actively managing new exposures as these are created by
core businesses.” Going forward, the report adds, treasurers
should “not only master traditional treasury topics, but also
business consultancy, project management, (cyber) security
and Fintech developments”. The report also underlines the
need for treasury professionals to understand “how to engage
and orchestrate people across locations and business
functions outside their chain of command”.
Of course, expanding the boundaries of treasury brings certain
challenges. For one thing, treasurers need to be more flexible
and develop new skills in order to take on new responsibilities
and manage a wider range of risks. They may need to become
more effective communicators, and work more closely with
colleagues across the organisation. At the same time, they still
have to find the time to manage their day-to-day responsibilities.
In this article, five treasurers describe their experiences of
moving beyond the usual parameters of the treasurer’s role.

1. ‘Creating your own crisis’
Guillermo Gualino, Vice President & Treasurer at Agilent
Technologies, argues that risk management is an area where
treasurers can add particular value by communicating threats
more proactively with the rest of the organisation. From the
financial crisis to negative interest rates, he says that treasurers

are the people who are best placed to anticipate and prepare for
the impact of major risk events. He notes that in order to protect
the company, it is necessary to impart a sense of urgency when
communicating with others within the organisation.
“In a way, you have to create your own crisis before a real
crisis happens,” he explains, emphasising that the goal of the
exercise is not to create problems or cause alarm, but to bring
attention to the potential loss that a risk event could lead to.
By doing so, treasurers may be better placed to gain support
for preventative actions that the company should be taking.
As such, Gualino says that treasurers need to run through a
variety of different scenarios and undertake modelling and
analysis. By doing so, treasurers can understand the
potential impact of a specific event on the company, from the
possible FX impact to business loss. This impact should then
be communicated with other groups and with senior
management in order to explain both the potential impact and
the actions that should be taken in mitigation, from changing
pricing to introducing a new hedging programme.
He cites the example of emerging market risk as an area
where this approach may be needed: “There’s a cycle that
tends to happen in certain markets, where capital inflows
bring the prospect of growth, which leads to more excitement
and capital inflows,” he observes. “Then a few years later,
there may be concern that the economy is overheating,
followed by currency devaluation. Everyone understands this
risk – but when things are going great, it’s hard to imagine
that things will move in the opposite direction soon.”
Gualino notes that his approach to communicating potential
risks has proved effective in the past. “We’ve mobilised other
groups to prepare for events that have happened further
down the line,” he says. “People have come to me afterwards
and said, ‘Hey, you predicted this’ – but I explain that I didn’t
know for sure that it would happen; I just made sure we were
prepared. That’s the role that I see treasury playing – it’s
about hoping for the best, but preparing for the worst.”

2. Diversifying funding
Rick Martin, Group Treasurer at GasLog, an international
owner, operator and manager of liquified natural gas (LNG)
carriers, argues that treasurers are only really doing their jobs
if they are acting as agents of change. “Looking at my patch,
LNG shipping finance, the industry is moving away rather
quickly from an exclusive focus on long-term charters, with
investment-grade counterparties, toward a rapidly growing
proportion of spot business, with a much wider range of
customers,” he explains.
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Martin explains that this naturally underlines the need for a
more diverse set of financing tools – a trend which is
further emphasised by the increasing regulatory burden
being placed on mortgage debt lenders, “the historic
bedrock of shipping finance”.
Martin explains that treasurers must be attuned to these types
of changes – ideally seeing them coming from a distance – and
must work with their colleagues to build a capital structure “that
will not only permit continued financing but, even more so,
cultivate it as a source of sustainable competitive advantage”.
He adds, “as I see it, the growing complexity of shipping
finance is a great opportunity for treasurers to play a leading
role in helping to shape the company’s overall strategy, even
as one takes obvious primary accountability for driving the
aforementioned evolution in capital strategy.”

3. Embracing non-traditional treasury
Jack Spitzer is Vice President of Finance and Treasurer at
Isagenix, a global health and wellness company. “I have a few
non-traditional treasury areas under my span of control,” he
comments. “The largest non-traditional treasury area is our
Payment Solutions and Merchant Services area. Since our
products are mostly sold online, it is our primary revenue and
cash flow source.”
According to Spitzer, the team oversees all inbound payment
methods for the company in all of the relevant countries – a
task which involves researching, selecting, negotiating and
implementing popular in-country alternative payment methods
such as bank transfer, ewallet and cash solutions. “They
ensure we have the best solutions that open payment
flexibility to the broadest range of consumers while increasing
sales and cash flow,” he explains.

In addition, Spitzer says that treasury oversees fraud
prevention to minimise online transactional fraud that may
hurt the company or brand. “I also oversee various other
areas, including our company corporate card programme (to
maximise rebate),” he says. Likewise he oversees the
company’s travel programme, the financial operations of the
staff canteen, and ‘Will Call Store’, a location where
customers can pick up products they have ordered or buy
additional products, “to make sure we contain costs on these
ancillary areas”. He adds, “There is a greater focus on
understanding operations and behaviour to generate
incremental revenue or reduce costs.”

4. Setting up a risk committee
George Dessing, Senior Vice President, Treasury & Risk at
global information provider Wolters Kluwer, is another who
sees the treasurer’s role expanding beyond its traditional
parameters. As a result of the company’s ongoing digital
transformation, digital and services revenues now account for
almost 90% of total revenue, compared to 25% 15 years ago.
The company’s treasury, risk and real estate team is a group
of around 30 people based in the US, Ireland and
the Netherlands.
Like Martin, Dessing believes that the treasurer is “almost by
definition a change manager”. “I see the treasury department
as a nexus of information, cash and managing risks, which we
do from a global perspective,” he explains.
Dessing explains that in the past, treasury was perceived as
being purely about liquidity and cash management.
“Nowadays you see it as much more financially, strategically
and business focused,” he says. “And that results in the extra
responsibilities that a lot of treasurers now have, including not

Becoming a strategic business partner
The ACT’s 2017 survey, The Business of Treasury, found that the vast majority of treasurers around the world see the
treasury function as a strategic business partner for their organisations: 54% strongly agree that this is the case, while
35% slightly agree.
The survey also highlighted the extent to which treasurers’ roles have become more strategically focused in recent years.
According to the report, treasurers spend 40% of their time on strategic issues, up from 24% in 2013.
The value of the treasurer’s input was also indicated by the survey’s respondents, who noted that treasury
recommendations are accepted by the board 84% of the time – a 33% increase in the last five years.

Where most time is spent operationally day to day
Capital and liquidity management

Treasury operations and controls
30%

28%

29%

26%

30%

29%

Risk management

Total

Corporate finance

UK

Source: ACT’s The Business of Treasury 2017
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Rest of the world

17%

9%

22%

7%

11%

10%

just corporate finance but also risk management, pensions,
real estate, working capital and procurement.”
As such, Dessing has taken part in certain projects which go
beyond the traditional remit of treasury. This has included
setting up a risk committee in order to discuss material risk
across the organisation, with a focus on topics such as cyber
security, fraud and incident management. “These may not be
the traditional risks that you would expect from a treasurer,
but more of a broader, holistic way of looking at risks,” says
Dessing. “That’s where the treasurer can play a role.”
Dessing says that being a treasurer in the current climate
involves some additional skills. As well as strategic and
advisory skills, he notes that one of the things treasurers need is
the ability to be a people manager and invest in the company’s
culture, “as well as in the talents around you”. This involves
staying connected with peers both within the organisation and
beyond, for example by working on multi-disciplinary projects
which go beyond the traditional scope of treasury. “I always say
to my team that you cannot hide behind your PC – you need to
get up and walk around and be visible,” Dessing adds.

Overcoming the challenges
Expanding the parameters of treasury can bring with it certain
challenges. Dessing says that the complexity and uncertainty
faced by treasurers requires a certain multi-disciplinary focus.
“You cannot only look at certain things in isolation from a
financial point of view – you have to take a broader view. You
may also need to be a little bit persistent, although you have
to listen and be open to new ideas.”
Likewise, Dessing says that treasurers need to be “streetwise,
with a bit of courage” and embrace the opportunity to step up
when needed. It’s also important to question things: “When I
get questions from my team, I always say that what I’m
expecting from them is simply people who can say ‘no’, and ‘I
don’t understand’,” he notes. “I’m not looking for people who
only say ‘yes’, but for people who will take a critical look at the
solutions that are being presented.”
However, Dessing also notes that the challenges treasurers
face can bring some benefits when it comes to increasing the
treasurer’s profile within the organisation. He notes that
complexity in the environment, from IFRS 16 (leases) to tax
reform in the US, gives treasurers the opportunity to shine.
“And finally, more uncertainty also increases our visibility as a
treasurer – and it’s great to sit at that board table.”

5. Supporting a major finance
transformation programme
As Group Treasurer of Equiniti, Daniel Jefferies has first-hand
experience of acting as an agent of change. When Equiniti
embarked upon a far-reaching financial transformation
programme in 2016, Jefferies had a key part to play in
overseeing the transformation where treasury was concerned.
The overall objective of the transformation programme was
to remove mechanistic, process-driven tasks and offshore
them to Chennai in order to leverage overseas skills and
resources. Meanwhile, most of the intellectual capital
would be left onshore. “The transformation covered
everything including AP, expenses and procurement as well
as treasury,” says Jefferies. “The overall objective was to
move to a 50:50 split of onshore versus offshore headcount
across the finance team.”

As I see it, the growing
complexity of shipping
finance is a great opportunity
for treasurers to play a leading
role in helping to shape the
company’s overall strategy.
Rick Martin, Group Treasurer, GasLog

For Jefferies, this provided an opportunity to achieve
numerous improvements within the area of treasury. “When I
first joined Equiniti, I was looking to make some operational
improvements to drive efficiency across the team in terms of
what we do and how we do it and where we do it,” he says.
“So for example, we had processes that were really better
aligned to other areas within finance, whether that be general
ledger, bank reconciliations or payment authorisations.”
The transformation programme brought an opportunity for
Jefferies to separate out these processes and achieve more
efficiency by making use of offshore resources. This meant
looking at how treasury interacted with other areas within
finance and exploring best practice, as well as considering how
certain processes could be put into an offshore environment. It
also included bringing in solutions to improve existing activities.
The full transformation took 15-18 months to complete, and
Jefferies notes that while the treasury part of the process was
shorter than this, “you are constantly going back and
reviewing and challenging what you’ve done – do we need to
look at systems again? Do we need to look at staff again?
It’s not something that you simply finish and walk away”.
Such was the scale of the change that Jefferies said it
consumed the majority of his day-to-day role for the duration
of the project. He also notes that a slightly different skillset
was needed in order to approach the transformation
successfully. “It had been a while since I was used to
operating at that level of detail,” he explains. “This included
looking at specific process flows within finance and how they
integrate, as well as considering how to maintain the right level
of segregation of duties while not putting too much additional
workload onto the function overall.”
This brought many benefits where treasury was concerned.
For one thing, Jefferies was able to use the programme to
improve experience and skills within the team. “It also gave
me an opportunity to understand and work a bit more closely
with the wider finance function across the organisation and to
work more closely with the group financial controller, so it was
a learning experience for me as well,” he says. In addition,
Jefferies says that knock-on effects have included prompting
a fresh look at the company’s treasury management system.
Jefferies observes that while not all treasurers will encounter a
finance transformation on this scale, most treasurers will
encounter change management to a greater or lesser degree.
“The extent to which they’ll encounter change will be
dependent on the organisation, how mature it is and where it
is in its lifecycle,” he adds. n
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Cloudbusting: the quest for clarity
Cloud technology can offer treasurers speed, efficiency, security and, above all, clarity. Ingo Czok, CTO
Cloud Payments at Hanse Orga Group, considers the facts not the fiction.

In cloud technology, myths abound. Sifting through the hype and trying to uncover the real benefits can be a
chore, especially as most treasurers already have enough work to keep them permanently occupied. But
attitudes are changing.
Stepping up to the plate to explain what this means is Ingo Czok, CTO Cloud Payments at Hanse Orga Group.
“Our first cloud customers were all large corporates,” he recalls. These firms wanted to be faster and more
agile but wanted to be up and running in the shortest possible time. “They found that setting up a complex
payments or treasury operation is much quicker in the cloud. But now we have many medium-size
companies working in our cloud environment too,” he notes.

Ingo Czok
CTO Cloud
Payments

Despite the uncovering of key benefits, of which more in a moment, there is still resistance to cloud in some
organisations. One of the main concerns is that of placing data beyond the ‘safe’ walls of the business.
Where it is encountered, the main fear is that data can more easily be accessed by unauthorised persons.
However, Czok cites a recent KPMG study that revealed on-premise installations suffer more breaches than
their cloud-based counterparts.

The reason, argues Czok, may be this. With constantly evolving cyberthreats, it is extremely difficult for one business to keep on top of
the changes. A specialist provider will have the resources and experience to hand. Furthermore, an on-premise system can be a known
target for criminals whereas, arguably, the relative anonymity of a data centre provides cover. It is food for thought.

Data protection
Mistrust aside, there can also be regulatory prohibition of moving data into the cloud. The tightening of controls under the EU’s General
Data Protection Regulation (GDPR), which comes into force on 25th May this year, is only serving to heighten the belief, in some
jurisdictions, that cloud is outlawed altogether for businesses.
Of course, this is not the case, states Czok. In fact, it is quite the opposite. GDPR is data protection for the digital age, regulating how
data on EU citizens is stored and used in the cloud. However, the controls that stem from GDPR mean contracts with service providers
must be scrutinised for compliance, he warns. “Making sure your cloud provider is GDPR-compliant is essential.”
Companies will need to establish strict data access rules governing their own and the service provider’s personnel. This may sound onerous
for the client, but checking is quite easy. Whilst there is no GDPR certification yet, there are international assurances such as ISO 27001 and,
in the US, SSAE 16, that can be seen. These are well-established information security management system frameworks that cover policies
and procedures for work with client data (governing all the legal, physical and technical risk management controls that are used).
Of course, working with a certified European provider, such as Hanse Orga Group, means GDPR compliance has already been taken
care of. “Our customers can take advantage of the work we have already done, instead of doing it all themselves,” says Czok.

Different models
The different deployment models of cloud range from private to public. Public may cause some companies to question whether their
data is held as separately from other businesses as they would like. Indeed, some may even feel that sharing a server with another
business increases the risk of unauthorised access to data.
“We offer different deployment options according to need,” says Czok. With customers ranging from a major German savings bank
co-operative (with around 450 domestic banks offering a portal to their own clients), to private and public companies, these needs are varied.
The banking set-up is held within one database but using data protection mechanisms to ensure that none of the banks can see each
other’s data, and none of the end clients can ever see another client’s data. Banks are ultra-sensitive to data breaches and, on a regular
basis, undertake penetration tests to try to compromise the system.
“It is fairly safe to say that having all the data in one place can be achieved in a very secure manner,” says Czok. “But we have customers
with policies that state that their data should never be in the same database, or on the same system, with data from other companies.”
In this case, the customer can be provided with its own dedicated server, using the same software and platform. The cloud is perfectly
suited to infinite scalability, so this is entirely achievable for any number of clients. But for Czok, other than adherence to policy, a private
instance is an unnecessary extra expense.
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Cloud benefits
Handling the objections only serves to put cloud on the same level as on-premises solutions. But there are some quite distinct
advantages to cloud, suggests Czok. The main driver for cloud adoption – the speed of implementation – remains unchallenged. But, in
terms of functional benefits, the centralisation of data and processes means accessibility is enhanced way beyond that of any installed
version. Firstly, data can be viewed immediately from almost anywhere in the world by all personnel with the right URL (web address) and
access rights. If the corporate then wishes to consider integrating specific on-premises systems with its cloud applications and managed
services, the practical value of both increases exponentially.
With e-banking stations scattered throughout an enterprise, often in different regions and countries, payments are often managed
separately by individuals (and away from the scrutiny of the treasurer). Cloud offers a centralised payments factory which enables greater
visibility. It also makes it easy and quick to incorporate and activate the payments function of new entities following a merger, for example
(certainly far easier and quicker than rolling out yet another instance of the ERP).
Cash visibility is further improved by cloud centralisation, says Czok. The manner in which the ‘single source of truth’, delivered in
real-time, benefits working capital management, for example, is well understood.
The benefits of having data in one place for fraud detection and prevention, on a global scale, are clear too; being able to monitor and
analyse data movements across a siloed infrastructure is almost impossible, especially where mobile devices are in use. The single
source means data access controls, auditability and visibility are vastly more manageable, even if companies must still be alert to the
human element of fraud.

Practical advantage
The sheer practical ease with which cash can be made visible is a positive that all treasurers will understand. Previously, to gain cash
visibility, technical adaptations were required for each bank and possibly each account, across all jurisdictions, acknowledging every
respective format and connection.
In a cloud environment, cash information is downloaded from each bank, but each bank’s formatting and connectivity requirements are
managed by the provider, data being gathered using a simple Representational State Transfer (REST) API.
These APIs take advantage of existing protocols so there is no need to install new libraries or additional software. With a single interface
now in place, formatted bank data can be moved to the client’s ERP system easily and quickly, explains Czok.
With cloud solutions largely ERP-agnostic, Hanse Orga Group’s strong route into SAP in no way restricts it to this product. “We are
bringing all the technologies and features that we have in our SAP products to the cloud,” explains Czok.
The vendor is already offering hybrid solutions, allowing them to combine on-premises instances of its SAP-integrated FS² applications
with cloud applications and managed services to enable centralised cash management, rolling liquidity planning and automated actual
data assignment. “Customers can do all their payment runs in SAP. When the time comes, with the push of a button, they can move
these payments files to the cloud.”
Once in the cloud, files can be mixed with other payments (that might stem from non-SAP users in the organisation or from special
requests). Each can be checked for fraud and compliance, be authorised, formatted for each beneficiary, and sent to the relevant bank.
“The aspect of end-to-end security is particularly interesting,” says Czok. When payment instructions come into SAP, each can be encrypted
so it is almost impossible to modify it before it leaves the system. With Hanse Orga Group’s acquisition last year of US-firm Dolphin, the
electronic processing of legitimate invoices right through to payment in the ERP is, he believes, “a major advance in end-to-end security”.
There is still a due diligence requirement, and possibly some exceptions to manage, as would be the case with every system. But the
benefits of such a unified connection with immediate cash visibility go beyond treasury and finance, into areas such as sales, production
and supply chain.

Getting connected
To be able to enjoy the benefits of cloud, all that is required for an installed system is a single connection between the ERP or TMS, and
the cloud system provider, using web services APIs. “There is no requirement to move on-premises systems to the cloud,” explains Czok.
In Hanse Orga Group’s hybrid offering, it provides its own open software connectors. These allow any permitted independent software
provider to interface with its solutions, creating a singular architecture. Its team of consultants are positioned to help clients assess their
needs and select the most appropriate pathway before implementation.
“With our managed services, customers can decide how much they wish to outsource,” adds Czok. “This may be just the software and
basic hosting, the operating of the software, or possibly outsourcing the whole process including all the bank connectivity.” The flexibility
inherent in cloud ensures customers of all sizes can adapt to it progressively, he believes.
Once the benefits of getting connected are revealed in practice, the myths and legends of ‘cloud’ that have built up over the years
become just that: unsubstantiated tales. Any treasurer who wishes to focus more on being a treasurer and adding value to their
organisation will soon find the reality so much more appealing. n
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THE CORPORATE VIEW

Sticking up for treasury
Fabrizio Masinelli
Group Treasurer

As the president of the Italian Association of Corporate Treasurers, Fabrizio Masinelli, Group Treasurer at Panini is determined to
make his mark. He talks to Treasury Today about his passion for the profession and his belief in co-operation.

Panini is a €751m international business, headquartered in Modena, Italy with a large US subsidiary.
Founded in 1961, the company now employs more than 1,000 people publishing books, comics,
magazines and the well-known sports-themed trading cards and stickers. Panini also has a strong
digital product set, including using voice-activated software to capture and sell football statistics.
From the outset of his career, Fabrizio Masinelli, Group
Treasurer of the world famous sports card collectibles firm,
Panini, realised that there was so much more to treasury than
just number-crunching.
It is, he believes, “a work based on personal attitudes,
creativity and personal qualities, more than most would
imagine”. He does not pull his punches when he states that
“treasury is the most beautiful job in the world”.
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This might seem like hyperbole to those who are not involved
in the profession. But for Masinelli, the proof of his high praise
is in the doing. “Consider that for everything we learn over the
years, we always have the possibility to put it into practice,” he
says. “Maybe not immediately, and not every day, but there is
definitely a time to put it all into practice. And when we do,
the company immediately benefits.” For him then, treasury is
about “creating value”. It is a professional means of ensuring
the whole company continues growing.

As a career choice for young people, Masinelli has one
caveat. “Do not think of treasury as a simple job,” he says.
“Treasury means you must truly know the company you work
for. Only from this knowledge can you begin to continuously
strive to create value.” The key to unlocking the joys of
treasury, he concludes, is “constant curiosity”. Find the key,
“and you will be doing the best job in the world!”

Growing with the company
The responsibilities that Masinelli has today extend across the
whole Panini group. Having held this position for the past
decade, his role now sees him in charge of treasury, planning,
risk management and, of course, the optimisation of every
financial flow within this remit.
Treasury hasn’t always been such a strategic function in
Panini though. “Only a few years ago, treasury was seen
simply as a type of accounting, principally concerned with
banking,” Masinelli explains. The period of the world financial
crisis and tension starting in 2008 changed all that, as it did
for many treasury practitioners. In Panini, the vital work
undertaken by treasury to help steer the organisation through
the worst of it finally led all the business units “to consider us
as a very important and supportive function”.
Of course, being placed under the kind of pressure that many
young treasury exponents would not have witnessed before,
has been something of a test of his skill and knowledge.
Masinelli’s path to success in his chosen field – and the
expansion of his remit to that of a more strategic partner –
has been “quite long and, in some ways, rather complicated”.
His first role was that of assistant to the treasurer. With his
activities focused on the management and updating of
payments, he describes these formative years quite simply as
being dominated by “bank accounting”.
However, in parallel with the growth of the Panini group,
increasing demands were put on the accounting and treasury
functions. Extra personnel and improvements in the overall
approach to the management of each function were required
and Masinelli’s stock grew to accommodate the need.

Changing for the best
Every day, companies all over the world face commercial and
economic challenges. In order to always be effective in the
market, there is an imperative to be up to speed and know
how to read what the market demands, notes Masinelli.
Treasury must be fully part of this ‘circle of intelligence’, not
least because all the services and products that the financial
sector continues to create in the face of such an imperative
must be understood and made available to those that need it.
Indeed, all commercial activities have a financial flow at the
end – a common thread being payments and collections – so
it follows that treasury is necessarily involved in all the
activities of the business. As Masinelli puts it, “doing business
means giving the whole company the necessary tools”. To do
this, treasury must be in the right place at the right time.
One of the most important projects in the Panini group in
recent times has been the reinvention of its financial
processes and procedures, allowing all areas of the business
to more easily manage their own activities.

Perhaps the key decision affecting how treasury is seen today
within the group was to establish a new model for planning
and mapping these processes for the whole organisation.
Right from the start of the project, payments, collections and
fraud risk management were identified as the three most
important focal points. “Defining a clear and shared treasury
procedure on these themes takes time but doing so allows
everyone to mitigate internal conflicts and, ultimately,
guarantee the service to suppliers and customers,”
explains Masinelli.

Link to success
“The aim was to have far more reliable information and to
be increasingly supportive of the business and the decisions
of the general management,” says Masinelli. In fact, the
ruling objective of treasury today, facilitated by the decision
to remap its processes, is to be “a constant point of
strategic delivery”.
The driver for this elevated role is simply, but nonetheless
passionately, explained by Masinelli. “We treasurers have to
make sure that every one of our stakeholders has available to
them the financial resources necessary to stay in the market
effectively,” he asserts. “We have to make available financial
resources when they’re needed, and in the right amount and
currency. Without this action, the whole business runs the
risk of not being competitive and we will all lose our value.”
In Panini, there is no doubt in Masinelli’s view that, over
the years, treasury has been created “as a staple of the
management of both active and passive financial flows”.
Above all though, treasury has been moulded into a function
capable of doing everything that it can to help every aspect of
the company.
“Everything we do is guided by two key words: strategy and
support. This thinking allows us to work with agility and
speed alongside the general management and the finance
department. Together we form the group’s financial
management chain.”
The decision to include treasury, not just as a participant but
as a key link in this chain, is positively accepted throughout
the business now. In a sense, treasury’s rise to strategic
player has been an essential part of Panini’s growth.

Reaching a standard
The rules introduced to the Panini financial system as part of
this body of work have given clarity and, in many cases,
facilitated its improved management. The refined internal
flows have been helped, at least to an extent, by external
events. Here, Masinelli cites the aims of the Payment
Services Directive (PSD) and the European Payments
Council’s (EPC) SEPA goal.
This has allowed the team to “significantly improve treasury
activities”, with digitisation and straight through processing
aiding the flow of cash. However, “there is still a lot of work to
do” to bring about full market standardisation and the real
benefits that exist therein.
There was, he feels, an inevitability of this due to the scope of
SEPA and the two versions to date of PSD, and because the
regulators “seem to forget that, unlike for commercial issues,
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financial issues tend to cover the entire financial world”.
Nonetheless, trying to further facilitate improved financial
flows is a move in the right direction.
Of course, standardisation closer to home, within the
organisation, is a goal for many treasurers. Treasury activities
are very similar in all companies, notes Masinelli, and this
allows technology, notably the treasury management systems,
to help businesses achieve greater levels of performance
across a wider range of activities.
It’s a well-worn discussion, but being able to automate some
or all of the manually intensive but less valued-adding tasks
really does allow treasurers to focus more on the strategic
side of the role. “No doubt the further evolution of these
systems will help treasury to dedicate more time to activities
of added value,” Masinelli comments.
However, he adds, “we must not forget that this profession is
mainly made of personal qualities born from personal
experiences”. Human intervention, he argues, remains the
most important part of the treasurer’s profession.

Relying on experience
Within Panini Group, the activities that take up most of
Masinelli’s time are planning and financial development, bank
relationship management and risk management. All of these
demand a high degree of treasury experience, the latter for
example requiring Masinelli to create multiple ‘what if’
scenarios “in order to be able to intervene very quickly in
situations of financial stress”.
However, the depth and breadth of experience necessary to
form a successful modern treasury are precisely what makes
the profession so interesting for Masinelli.
Indeed, on this basis, he declares it “a decidedly different role
from others within the company”. That “you must love your
work” is perhaps a pre-requisite for any successful
professional. To be able to do the job well, he says there are
a few more essential skills that practitioners must have.
There must be a balanced approach to making decisions and
taking risks, along with a heightened capacity to think quickly
(this, says Masinelli, is why risk simulations are such an
important aid). Treasurers must also exhibit “the flair of the
entrepreneur” when managing corporate finance, and yet also
be “strong on teamwork”.
On the latter point, he goes further, suggesting that the
so-called ‘soft skills’ of the treasurer should be considered
essential, arguing that training in this aspect should be
accorded “the level of importance it deserves”. And for good
reason. With treasurers today working with every business
area, having well-developed soft skills “undoubtedly helps us
to know ourselves and others but, above all, to understand
how to deal with situations”.
Of course, there is a technical side to the job too. When
considering the demands made on the role, solid academic
achievement can offer an important grounding. But for
Masinelli, the value of study does not quite reach that of what
he calls ‘field training’. “Attending seminars, conferences and
events helps us to know how the outside world is,” he
explains. “Having a good ‘network of networks’ is important
too, helping us to share issues and problems that others have
often experienced before us.”
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It certainly helps being recognised professionally for a job well
done. Panini’s treasury team won a Highly Commended
Winner award in the Treasury Today Adam Smith Awards
2017 One to Watch category. Its development of a proof of
concept for a blockchain-based cross-border, multi-country,
multi-currency payments solution, clearly hit the mark.
At the time, Masinelli said that “probably the most important
factor in our involvement with this project has been the very
short timing in which this PoC has been prepared and
completed and the extreme efficiency of this new technology;
far beyond our expectation. This really is the future.”
Some months on and whilst he says the award represents the
“passing of a finish line” for the team, it is also a signal to
continue thinking ahead, looking for new solutions and being
innovative. “Sooner or later the world will change, and it is
better for us to be amongst the first.”

A safe pair of hands
Tackling what the future throws at any business is about being
prepared, either with a ready solution, such as the blockchain
payments tool, or with a ready mind. “To date I have dealt
with many complicated situations,” comments Masinelli.
Whilst he does not foresee major complications before him,
he is always in a state of readiness because “without a doubt,
the biggest problem will be the next”.
His level-headed and yet innovative approach to treasury has
contributed to his success to date. But he also cites his family
as having played “a very important role” in his journey. With
his wife and children “offering continuous support and an
incentive to do better”, he feels he has been able to grow and
achieve his goals. “Now I can say I have an excellent balance
between work and private life.”
Having been elected as President of Associazione Italiana
Tesorieri d’Impresa (Italian Association of Corporate
Treasurers) in 2016, Masinelli’s approach is clearly appreciated
by his 648 professional colleagues.
One of his key aims has been to create a wider network of
associations, bringing together a vast pool of experience that
can be shared between many more businesses, helping to
nurture the understanding of finance and treasury
management amongst many more professionals.
Of course, there is acknowledgement that the fundamentals
must continue to be developed too. In addition to organising
roundtables on the principal topics of finance and treasury,
there is much work to be done keeping up to speed with
every regulatory change, rapidly communicating the
advantages and disadvantages of each to members.
As President of his national treasury association, Masinelli
believes that it is important to “make a mark”. And yet having
created a strong team within Panini, his goal to continue
forging the same solidarity amongst treasurers from other
companies, is founded on a simple belief. “We do the same
thing, so why not work together,” he muses.
Arguably, the most enduring ideas are driven by basic tenets
such as this. Indeed, in his quest for a new approach to
payments and his work to align treasury so that financial
institutions can deliver more and better services to the
corporate, there is plenty of evidence that Masinelli is already
making his mark. n

Webinar Report

Life in the fast lane: instant payments for treasurers
Are instant payments an industry game changer? Treasury Today and BNP Paribas uncovered the benefits
in a recent webinar, analysing the features of instant payment systems and exploring some of the more
interesting corporate use cases.

Francis De Roeck
Head of SEPA offering
BNP Paribas

Payments are at the heart of the transformation happening in
financial services. Facilitating this is the proliferation of instant
payment systems around the world. In Europe, for example, such
systems are in use in many of the non-eurozone countries,
including the UK, Denmark and Sweden. And within the
eurozone, there is SEPA Instant Credit Transfer (SCT Inst), which
went live late last year.
For individuals, the value of being able to send payments to
beneficiaries at any time, and in less than ten seconds, is clear.
Yet for corporate treasurers, the use cases for instant payments
are not quite as obvious. However, Francis De Roeck, Head of
SEPA offering at BNP Paribas, believes that there is a “hidden
dimension to instant payments” that can give treasurers across all
industries the chance to “redefine the payments and collections
process in their businesses to create immense value”.

Payment use cases
One of the most powerful aspects of instant payments is the fact
that payments are settled in real-time. In some industries, this
can be revolutionary, enabling the business to offer a muchimproved customer experience, says De Roeck. “For example,
insurance companies can pay out claims instantly,” he says.
“Companies can also quickly and easily offer refunds to
unsatisfied clients.”
Internally, the speed of instant payment schemes means that
processes can be optimised. Most notably, supplier payments can
be synchronised with the production cycle. Payments will no
longer be a blocking factor in the supply chain and as a result,
just-in-time delivery and payment become a reality, says De Roeck.
Elsewhere, the fact that instant payment schemes are always on
means that treasurers can be in full control of when they make
payments. “Because treasurers no longer need to factor in
cut-off times, weekends and bank holidays, corporates can hold
onto their liquidity until the last moment,” explains De Roeck.
“This streamlines the process for recurring payments substantially
and even enables corporates to generate alpha by holding onto
their surplus cash a little longer.”

Optimising collections
Treasurers can also generate value from instant payment
schemes on the collections side of the equation. For example,

If you missed the webinar and would like to hear the full recording this is
available at treasurytoday.com/webinar/previous-webinars

De Roeck notes that it can reduce the credit risk and the risk
associated with handling cash when companies accept paymenton-delivery. “This also increases customer satisfaction as clients
will no longer need to pay anything up front because payment can
be guaranteed on delivery,” he adds. “Presently, this use case is
most impactful for B2C companies, but over time it could replace
SEPA Direct Debits for B2B deliveries and payments.”
Additionally, instant payments can transform the checkout
experience for customers in both physical and eCommerce
stores. “These payment schemes can be very disruptive here,
allowing corporates to think about ways to make the payment
processes frictionless and even invisible,” says De Roeck.

Be prepared
Despite the clear benefits of instant payments demonstrated by
these use cases, two polls of the audience during the webinar
found that, on the whole, treasurers are yet be convinced. “The
results from the two polls conducted are not that conclusive as far
as the need for instant payments is concerned right now,”
comments De Roeck. “However, we might assume that the
whole society is moving, via different use cases, to the application
and the need for instant payments.”
In the not too distant future, he suggests that we may witness
SCT Inst becoming ‘the new norm’, whereby regular payments
transacted via a variety of instruments will evolve to instant
payments for a range of use cases.
And to that point, De Roeck recommends that corporates start
thinking about how the notion of instant payments can impact
their operations today. “Even if you are not ready to start using
the schemes, your customers will be,” he warns. “As a result,
corporates may start receiving payments at unfamiliar times. This
will require their processes to be rethought and reengineered.” n

Instant payment features
Instant payment rails operate 24/7/365.
Funds are made available to the beneficiary in real-time
(less than ten seconds).
Transactions generate real-time notifications for each
payment execution.
Instant payments are irrevocable.
Most instant payment schemes operate payment limits.
These will increase moving forward. Some countries/
banks have already removed limits.

treasurytoday © May/June 2018 | 21

TECHNOLOGY

Keeping the costs down
and the quality up
Doing more with less is the often-heard mantra of most business functions. How can
a professional treasury be run on a tight budget?
Every organisation is duty bound to find better ways of operating. Quite often the need is to reduce headcount
and costs. The phrase ‘doing more with less’ has entered into the common lexicon of professionals but how
easy is this to achieve? Indeed, given the strategic value of some functions – notably treasury – is it even wise
to operate on a budget?
The truth is that it depends on the size and complexity of the business. The human factor must also be added
in to account for the individual treasurer’s background, areas of interest and expertise. Because of these
variables, there can only ever be a relative notion of how efficiently a treasury is being run.
All of this suggests that driving efficiency and ‘doing more with less’ is not an easy matter to tackle.
For Sebastian di Paola, PwC’s Global Leader of Corporate Treasury, “increasing treasury efficiency depends
considerably on the extent to which the department has invested in technology”.
Treasuries that have the technological vision, and that can gain the support of senior management for its
deployment, will be at an advantage, he argues. Those that are not in this position are very likely to experience
“a proliferation of manual processes” to cope with the expanding remit of today’s strategic treasury.
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Same issues, smaller budget
The level of complexity and treasury requirements in a
mid-sized or even small but international business are almost
on a par with those of a reasonably ‘homogenous’
multinational. The mid-cap treasurer has to deal with the
same set of issues but typically on a much smaller budget.
To deliver in an international environment – with FX exposures,
cross-border flows, bank accounts in multiple countries et al
– it is too big an ask to automate and run on a basic
accounting package. And where there is M&A activity, the
proper integration of businesses becomes almost untenable
because, in treasury terms, without a robust treasury solution
in place, there is nothing into which the acquisition can
be integrated.
The argument for having a specialist TMS, or treasury module
of an ERP, is therefore rather compelling for the complex
organisation. Whilst it seems counterintuitive to spend to
make savings, without this investment, treasuries under
pressure to operate on reduced headcount will struggle.

Paring back treasury too far could even intensify risk exposure
as it becomes increasingly difficult for the organisation to
apply an appropriate level of segregation of duties, for
example. Offsetting increasing risks, especially given the
current increased corporate sensitivity to internal controls,
may then force the downstream proliferation of manual back
office operations and processes.
Indeed, a common method of achieving this, notes di Paola, is
to call upon the accounting department to fulfil back office
duties such as confirmation matching. Whilst this creates a
separate reporting line, it merely displaces the problem
elsewhere, and to a function that is not necessarily wellversed in the treasury specialism. Doing so could introduce
yet more inefficiencies and risks.

Building a business case
The desire to make treasury lean rarely starts with the notion
that the function is oversized, says Paul Taylor, Global Head of
Corporate Sales, GTS and Head of Sales for GTS EMEA,
Bank of America Merrill Lynch. Instead, efficiency is often

Coding value

CASE
STUDY

Kirsty Dent
Treasury Analyst
Some enterprising treasury professionals have a very hands-on approach to the ‘more with less’
conundrum. Kirsty Dent, Treasury Analyst at Brisbane Airport Corporation (BAC) sees much value
in knowledge of computer coding. She is versed in Visual Basic for Applications (VBA) – the
programming language of Microsoft Excel. This has enabled her to save several days effort per
month by automating several manual tasks.
Her most recent effort has been the development of a macro for creating, saving and sending payment notices to BAC’s
bond holders. “This macro was designed to remove any human intervention from an important but repetitive process,”
explains Dent. “Doing so has saved the team up to two full working days per month. It’s a good return on the few hours it
took me to write the code.”
Dent always ensures that another person within the treasury team checks process output before going into production
with the code. “This four-eyes approach is pivotal to ensuring an additional review level and will increase confidence in
the outputs.”
Dent started her career in treasury with “little to no” knowledge of coding. It was only after receiving a ‘Visual Basic:
run-time error’ message when working on a crucial Excel spreadsheet, that her journey into coding began.
“I was challenged by my boss at the time (who understood coding) to find the solution to the issue for myself,” she
explains. “And it was from here that I started to learn exactly how to use macros, automate and create time-saving
efficiencies in many different situations.” She comments that coding is about problem solving and logical thinking.
“These two skills that any treasury person should excel at, so we should have a head start in learning to code.”
Automation often brings fear for job security. Dent has a positive take on the application of technology. Instead of
ignoring the efficiencies it can create for fear that jobs may become redundant, she says it is important that treasurers
focus on automation as an enabler, fully reaping the benefits which arguably make the role more secure.
Indeed, Dent believes coding is just as important today as the more traditional treasury skills. “It allows individuals to
challenge the norm and become a more valuable asset to the organisation,” she comments, adding that it will become
even more important over time “as treasuries shrink and people are required to do more with less”.
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the further point that it starts to become, if not exactly a profit
centre, then at least “a generator of value”.

Increasing treasury efficiency
depends considerably on the
extent to which the department
has invested in technology.
Sebastian di Paola, Global Leader of
Corporate Treasury, PwC

derived from digitisation, the removal of manual and paperbased processes and ensuring proper visibility of data.
With the common view that many companies are operating
on a “patchwork quilt” of technologies, often thrown together
through mergers, Taylor argues that the main barrier to
treasury efficiency often relates to that ‘post-integration’
set-up. But change is afoot. He believes that “there is so
much that can be simplified and refined”. The evolution of
treasury is “naturally lending itself to greater process and
cost efficiency”.
Structuring a leaner treasury function is therefore a matter of
first mapping every financial process, workflow and touchpoint. This end-to-end view (even if it is fragmented) will
inform the plan of action. But it will also call out the
“mandatory from the obsolete”, says Taylor.
Armed with self-knowledge and an action plan for efficiency,
treasury now has to develop a convincing business case for
the investment required to rationalise and integrate that
fragmented infrastructure.
There are many options. A ‘one system’ approach may, for
example, yield greater efficiency through automation of
labour-intensive manual process. From document
management and KYC, to cash forecasting and reporting,
ideas of robotic process automation and the use of artificial
intelligence to manage workflows are much in evidence in
treasury conversations today (if not yet in treasury practice).
These new ideas may be deemed fanciful. But, advises
Taylor, “the more technology can be harnessed to digitise
processes, the greater the efficiency will be for treasury, and
the bigger the gains for the business”.
If, as it seems, investment is necessary, asking hands
outstretched for ‘more’ when less is called for will be a
challenge. It helps that with the ready availability and relative
ease of implementation of Software-as-a-Service (or cloud)
solutions, running the basic functionality of a TMS is cheaper
than when an installed solution was the only option.
Even in today’s consolidated treasury technology market, the
competitive edge amongst vendors is still evident, says di
Paola. The larger players, with a stable of acquisitions, have
to differentiate who they are aiming their products at. And
that, he says, has a positive impact on pricing for the
customer. “It is still possible to get something that would
easily make the business case fly.”
Furthermore, as treasury makes its contribution in areas such
as improved cost of capital, more efficient working capital
management, and improved FX management, Taylor makes
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Despite the number of quantitative and qualitative benefits
(and improvements to organisational health) potentially derived
from lean treasury, resistance to investment is still found,
notes di Paola. Overcoming this depends to an extent on
whether the CFO is treasury-minded or not.
Coming from a treasury background, or at least having had
significant exposure to treasury, would usually encourage in
the CFO a degree of sympathy and understanding for the
value of treasury. Making investments in its delivery of
strategic value to the wider business should, in theory, be an
easier ‘sell’. Conversely, resistance from a CFO without a
treasury background suggests the value of treasury is not
being sufficiently well articulated. It is down to the treasurer to
do just that.

Finding the cash
A treasurer for a small or mid-sized company, without a TMS
or access to other appropriate technologies, is most probably
struggling to deliver, or at best delivering in spite of a lack of
senior level support, comments di Paola. With most of the
time spent just keeping the lights on, finding the time to build
and present a business case is appreciably difficult.
It is true also that the bulk of the treasurer’s case for
investment will be qualitative not quantitative; this is rarely a
good indicator when most business leaders run on
hard numbers.
If the task seems insurmountable, it is perhaps the reason
why so many treasurers soldier on with spreadsheets and
manual processes. But solid hard-number based arguments
can be found. Even in a mid-sized international company,
there is a question about just how ‘domestic’ the banking
arrangements often are. These relationships have often
grown up locally, sometimes as a result of M&A, without too
much control from the centre.
Local bank accounts may be harbouring pools of cash that
whilst not necessarily idle, would provide more value if swept
centrally or regionally. Bank account structuring too could be
made more efficient, using fewer banks and economies of
scale to present fee-saving opportunities. If suitably reengineered, both these quantifiable situations can be used to
effectively finance the qualitative and systems side of
treasury transformation.
With the right technology, certain activities become possible.
Enabling daily visibility of cash, for example, can allow it to be
worked harder, even in a low interest rate environment where
returns are minimal. Using cash to pay down more debt has a
clearly quantifiable benefit.
An additional quantifiable benefit comes on the FX side,
where being able to hedge centrally and net positions will
reduce spreads. “Even manual treasuries today will be using
some form of electronic dealing platform – and if they are not,
then they should be,” comments di Paola.
Treasurers should also be examining processes, perhaps by
benchmarking, to see where savings can be made on FTEs.
For instance, process automation can help re-focus the labour
deployed on manually allocating cash or entering accounting
data, to more value-adding tasks. In fact, in a world of

CASE
STUDY

Build not buy
Randy Ou
Treasury VP

With strong organic and M&A growth, diversified technology giant, Alibaba Group, has been rapidly expanding into
additional channels and territories in recent years. This had naturally been increasing complexity across its treasury
infrastructure, creating a diverse portfolio of banks in different geographic regions, and cash assets in multiple currencies.
The net result has been that more treasury time and focus was required to meet the needs of the business. But with a
management mandate to keep headcount lean, operating in an ever more complex environment meant new technology
was the only answer.
The unique demands of this vast tech-focused organisation led Alibaba’s treasury team to conclude that standard
systems and off-the-shelf TMSs were not suitable. Instead, it opted to use in-house talent to create an integrated
web-based ‘treasury management intelligence’ (TMI) platform.
Driven by a unique insight into the needs of the whole business, Alibaba Group’s platform delivers all the functionality it
needs. This covers areas such as multi-banking, automation, real-time analytics and, in the form of a dashboard,
management decision-making support.
Having built the single platform in-house also gives treasury access to a strong onsite technical support team that is
well-equipped for the ‘agile’ development so necessary in the dynamic technological and commercial environment in
which Alibaba Group operates.
“Users in different job levels can easily find or drill down into the relevant information for management decision-making or
operational execution purposes,” says Randy Ou, the firm’s Treasury VP. He explains that the system has enhanced
productivity and relieved resource constraints to the extent that treasury now has more than 95% cash visibility, and has
reduced idle cash by 30%, across a vastly more complex yet leaner organisation.
With recognition for the Alibaba Group, as Overall Winner of the 2016 Adam Smith Awards Asia ‘Harnessing the Power of
Technology’ category, treasury has demonstrated the value of the ‘build not buy’ approach.

increased risk, the insight and judgment of the professional
treasurer will always be needed, says Taylor: “no algorithm
could match that”.

Raising the profile

Telling a balanced story

The pressure is on for treasurers to be more efficient,
particularly in smaller companies. But we know that doing
more with less may remove levels of segregation, bringing
about more operational risk.

The use of professionally produced industry benchmarks
(considering the relationship between revenue and treasury
headcount, for example), can help treasurers tell their story.
Whilst sector studies of this nature need to be contextualised,
by referencing such data, it can still give treasurers a real
directional sense of how good a process can be.

The big picture needs to be understood and communicated to
those applying the pressure. To do this, treasurers need to
develop a strong and compelling voice. “The internal marketing
of treasury, fully explaining its value, is key,” advises di Paola. “If
nobody understands that, with the best will in the world, it is not
going to be able to make any of the necessary investments.”

Of course, it is incumbent upon treasurers to use such tools
to help make the business case for investment. But it is vital
for them to understand how the culture of their own
organisation will influence what goes into their story.

One way of raising the profile that has proven (at least
anecdotally) to be effective is by delivering a regular report to
the CFO and other senior stakeholders. By quantifying its
own value and demonstrating what the company would lose
without it, treasury brings its own value into sharp relief for the
rest of the business. From here, the case for progress
becomes that little bit easier.

Doing so will help decide to what degree the qualitative
arguments – such as the risk of error or loss due to manual
processing or the lack of visibility of cash or FX exposure
across the business – will resonate with the CFO. From here
it will be easier to calculate how much emphasis should be
placed on quantifiable data such as funding costs, bank fees,
spreads on FX, and FTE savings.

If ‘more with less’ is part of your remit, industry conferences,
forums, banking partners, consultants, and of course trade
publications such as Treasury Today, have the power to
connect professionals globally and help share ideas. n
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It’s time to plan for European money market fund regulations
With just months to go until the new rules governing the money market fund industry in Europe come into effect,
treasurers need to start preparing for the future. Kerrie Mitchener-Nissen, Head of Global Liquidity Product
Development, International at J.P. Morgan Asset Management, provides a roadmap for the months ahead.
After nearly a decade of discussion and deliberation, the new rules governing European money
market funds (MMFs) have come into effect, and managers will have until 21st January 2019 to
comply. Designed to strengthen and bring more transparency to the money market fund
industry, the new rules require asset managers to make changes to the funds they offer and
how they operate. Although these changes are not as radical as many first anticipated, they
will impact many corporate investors in European MMFs.

Take your pick
The first task at hand for corporate investors working through the impact of European MMF
regulations on their short-term investments is understanding how it will affect the investment
products they use. Those corporates invested in prime Constant Net Asset Value (CNAV) funds
will be most impacted – CNAV funds are permissible in investment policies of 88% of European
companies investment, according to the latest J.P. Morgan Asset Management PeerViewSM survey.
This is because, under the new regulations, the traditional CNAV structure will be replaced with
new Low Volatility Net Asset Value (LVNAV) or Variable Net Asset Value (VNAV) products.

Kerrie Mitchener-Nissen
Head of Global Liquidity
Product Development,
International

“Many corporate treasurers currently invested in prime funds will likely find LVNAV funds to be
the most natural replacement,” says Mitchener-Nissen. “This is because LVNAV funds will
operate in a very similar way to current CNAV funds.”

That being said, the advice for all treasurers is to take the time to review the new range of funds
asset managers will offer under the new regulatory regime. “The new regulations make
available a variety of different short-term investment products, so treasurers are likely to find a
product to suit their company’s requirements,” Mitchener-Nissen says. “To help decide, treasurers should ask themselves what type
of exposure the company is comfortable with and whether they should invest in a stable or variable NAV product.”
J.P. Morgan Asset Management’s planned fund range options
Government exposure

Credit exposure

Currency

Public debt CNAV

VNAV

LVNAV

VNAV

USD

USD treasury CNAV

USD treasury VNAV*

USD credit LVNAV

USD credit VNAV

USD government CNAV

USD government VNAV*

GBP

GBP gilt CNAV

GBP gilt VNAV*

GBP credit LVNAV

GBP credit VNAV

EUR

EUR government CNAV*

EUR credit LVNAV

EUR credit VNAV

AUD

AUD credit LVNAV

SGD

SGD credit LVNAV

*Continuing to evaluate investor demand. Proposed product offering may be subject to change.
Source: J.P. Morgan Asset Management, as at 17th April 2018.

Ask the right questions
When evaluating the incoming fund range, Mitchener-Nissen suggests that treasurers engage directly with their asset managers to find
out how their preferred funds will be managed under the new regulations. This is especially true for treasurers considering VNAV funds
as the new rules are a little less prescriptive, giving more freedom for managers to generate yield in different ways. “Treasurers need to
understand how yield is being generated by the fund manager and ensure they are comfortable with the risk exposure,” she says.
Treasurers also need to understand exactly when their existing investments will transition into the new fund range: whilst 21st January
2019 is the deadline, some fund managers may choose to transition earlier. J.P. Morgan Asset Management, for example, will
transition its funds on 30th November 2018, subject to regulatory approval. “We will be writing to our clients after the summer to lay
out their options and what steps they need to take,” says Mitchener-Nissen.
As treasurers work through this process with their asset managers, they should also engage tax and accounting advisors. This is
because much like the current MMF regulations, the new rules are silent when it comes to cash and cash equivalents treatment. And
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whilst Mitchener-Nissen expects there to be no change under the new regulations – especially for AAA-rated funds like J.P. Morgan
Asset Management’s funds – she advises that treasurers do ask whether this is the case. “All the information about the new fund
structures is freely available, so this can be something that treasurers start doing right away,” she says.

Questions to consider when updating the investment policy:
•

Are the liquidity features and risk characteristics of the policy’s permissible investments understood by the treasury
organisation, investment committee and board of directors?

•

When a security falls out of compliance with the investment policy, what happens? Are there procedures that outline who
must be notified? What drives the decision to keep the security or sell it? Who makes the ultimate decision? If the
security is kept, how is it tracked and monitored going forward?

•

Does the policy allow for fluctuation in principal in its money market investments?

•

Does the policy allow for the possibility of liquidity fees and redemption gates?

•

Is portfolio duration tracked? (Interest rate duration is a measure of risk that is typically defined as the price sensitivity of
the portfolio to a given change in interest rates.)

•

Does the organisation’s reporting provide the necessary data to update financial reports and senior management on a
regular basis?

•

Is diversification among different security types addressed within the portfolio?

•

How are pooled investment vehicles, such as money market mutual funds, evaluated?

To find out how to write and implement an effective investment policy, please visit:
www.jpmgloballiquidity.com

Be flexible
Treasurers investing in MMFs under the new regulatory regime may also need to make some changes to the company’s investment policy
before the rules come into effect. “These will likely be just tweaks rather than wholesale changes,” says Mitchener-Nissen. “However,
treasurers will need to check that their chosen investment structures are permitted under their investment policies and amend if not.”
One area in particular that treasurers may need to pay attention to is whether the policy allows for investments to be made in funds
that operate liquidity fees and redemption gates. “This has been an area of concern for a handful of clients,” notes Mitchener-Nissen.
“However, these mechanisms are not new: they are a key protection for investors, and funds have always included provisions for fees
and gates in their terms and conditions. The new regulations simply enhance these rules and put more structure around their usage.”
Whilst updating the policy should not be a laborious exercise, Mitchener-Nissen advises that corporates should not wait until the last
minute, especially if approval from the CFO or board is needed. Treasurers can also reach out to J.P. Morgan Asset Management for
assistance with this process. “We have produced a paper to help corporates update their investment policy,” she says. “Some
clients have also asked us to review draft policies and we are more than happy to offer advice and guidance.”
Away from the investment policy, treasurers should review the operational procedures surrounding their short-term investment processes.
“This could range from how their treasury workstation deals in and out of funds to their authorised signatory list,” says Mitchener-Nissen.
“A shift in regulation provides a good opportunity to refresh processes and ensure everything is aligned with best practice.”

Countdown to transition
With this preparation complete, treasuries should be well positioned to transition seamlessly into their selected funds. However,
Mitchener-Nissen recommends that treasurers remain engaged in the process as the transition deadline approaches. “We suggest
that treasurers stay in close contact with their fund managers to ensure they are fully aware of when their investments will transition,”
she says. “Treasurers should also ensure that there is no additional paperwork that needs to be signed to ensure a smooth transition.”

Ahead of the game
European money reform is coming – and it is clearly time for treasurers to think, plan, and act so that they can get ahead of the game
and be ready to invest under the new regulatory paradigm. And whilst the next few months will require some extra work to be done
by asset managers and treasurers alike, Mitchener-Nissen expects it to be a smooth process overall. “Yes, there are changes that
are coming, but these are not radical,” she concludes. “It is our main aim to make this whole process as simple and seamless as
possible for our clients and ensure that they meet their investment objectives for the years to come.”
To find out more please visit our European MMF Regulations Resource Centre at www.jpmgloballiquidity.com or you can
contact us at any time with your questions at jpm_global_liquidity@jpmorgan.com n
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BACK TO BASICS

Play fair: the art of
bank fee negotiation
If you feel your bank fees are not what they should be, how can you get
a better deal?

Everyone likes to think they are getting a good deal. But
when it comes to bank fees, how easy is it for treasurers to
know if what they are paying is the best possible price? And
what exactly is the best price, because in corporate banking it
all depends on the relationship?
How banks price cash management services is often not
based on the strength of the treasurer’s negotiation, or even
how well they know the bank, but on how hungry their bank is
for the client’s business, says Bridget Meyer, Senior Director
at Redbridge Analytics.
It is hardly a secret too that in this Basel III world, where certain
deposits cost more to take than they yield, some clients are just
not worth having. Furthermore, where some banks focus on
certain sectors or industries, it will be to the exclusion of others.
There may even be a fee impact at a personal level. In some
cases, if a bank relationship manager (RM) has not yet met
their sales target for the year, they will be looking to extract
maximum value from new business. But RMs may be
targeted on the total wallet they bring in from each client, or
on the amount of new product they sell and this too will affect
their appetite for negotiation.

Consider all angles
For a treasurer seeking to negotiate bank fees, all this points
to a number of ‘behind-the-scenes’ variables potentially
impacting the outcome. For this reason, it is essential for the
treasurer to try to understand the bank’s perspective.
It helps knowing what “levers” to push and when, says Meyer.
Typically, this is a skill that comes either from extensive
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experience or from inside knowledge; having a former banker
on the team, for example, should provide valuable insight into
how certain banks operate in this respect.
If this sounds rather too much like a lottery then she believes
that “those who get the best prices are often those who ask
and who are persistent”. And when an RM offers a discount,
the degree of latitude they often have on price is such that
taking the first offer is perhaps rash; push a little harder and
the true extent of that latitude may be revealed.
Always remember that there is a partnership at stake here
warns Meyer. “It’s not just about taking from the bank.
Treasurers need to be able to figure out what ‘carrots’ they
can offer in return for a price reduction,” she says.
Before going into negotiation, consider what ancillary
business you might be able to offer them. If, for example,
there is another bank relationship treasury is not happy with,
or a bank where there is very little in the way of committed
business, perhaps this business could be offered as a means
to raising the total wallet share.
If the bank with whom treasury is negotiating is proffering new
services or products, whilst full treasury commitment may not
yet be possible, listening with an open mind to these new
solutions may help ease the negotiation. “At least hear them
out,” advises Meyer.

Commitment
Striking a deal is one thing but sustaining the relationship is
important too. “The number one requirement is to get the
bank to demonstrate commitment,” notes Meyer.

Offering a short-term contract of say 12 months’ duration may
seem ideal in that the bank has the perfect opportunity for early
price rises. But commitment is a two-way process and the
longer the arrangement, the stronger the bond between parties.
In taking the longer-term view, the bank knows its client is less
likely to run an RFP in that period. This saves time and money
and guarantees revenue for the bank for that period, she
explains. “Banks would also rather take on a longer
commitment so clients don’t bother them every year for a
price reduction.”
Out of common decency, the commitment period offered by
the bank should be respected by the corporate who should
not go out to RFP until the agreement is coming to an end.
However, it is not unheard of for banks to insert terms and
conditions in their pricing proposals that allow fee increases
on a sliding scale if volumes of business fail to hit a certain
level, so the level of commitment is managed by the bank.

Keep watching
Perhaps it sounds too much like the balance of power is
stacked in favour of the banks. This is not necessarily the
case, says Meyer, but for the treasurer, to keep the banks
sharp, “it is important to let them know that you are watching
them,” she advises.
Bank fees can appear to rise inexplicably, even for large
companies that are sharing a sizeable portion of their wallet,
so it is clearly incumbent upon treasurers to keep their eyes
wide open.
Treasurers should periodically benchmark their fees against
the wider market using an RFP (bearing in mind the

commitment to the partnership referred to earlier). The
process has the advantage of testing the appetite for the
treasurer’s specific business in a competitive environment.
By discussing results with the RMs, it sends the message that
the client is very much aware of and tracking its bank fees.
“The more treasurers pay attention and let their banks know
that they are watching, the more the banks will know to keep
their pricing in check,” says Meyer.
Failure to benchmark at all is a mistake. It can lead to
corporates keeping certain banks on their panel purely out of
habit. Inertia is never a good thing in business. Similarly,
although the attitude that ‘if it’s not broken don’t fix it’ is
common, it suggests to Meyer that “some companies don’t
want to know if its broken”.
This is a curious notion but she explains that there can also
sometimes be “an apprehension of rocking the boat”.
This fear is misplaced. “No bank ever pulled out of a
partnership because the client asked for a discount on
cash management.”
When it comes to broaching the subject of fees, let no more
than five years elapse before going through an RFP, says
Meyer. Requesting a discussion on fees with the current
providers every two or three years is “not unreasonable”.
Of course, some public bodies (such as municipalities) may
even be obliged by law to run regular RFPs.

Review time
If an organisation is monitoring and paying attention to results,
the treasurer will know when the right time comes to have that
conversation. However, so many corporates don’t do

What are you paying for? A banker’s perspective
“The fees that banks charge ought to be in direct proportion to the value they bring to the client,” says Paul Taylor, Global
Head of Corporate Sales, GTS and Head of Sales for GTS EMEA, Bank of America Merrill Lynch.
It’s clear that the value a bank can bring to corporate clients has evolved over time. It used to be a very physical business,
he says, with the transportation, clearing and settlement of funds being performed as part of a banking community which
was not accessible to the client. Banking was a very distinct function and it was clear what was being paid for.
Today, far more of what a bank does is about data. This is data drawn from many sources including the client, obtained
as per the usual transaction banking agreement. The ability of the bank to add value to the company through the use of
that data is a vital part of today’s offering.
Because data has its own measurable value, its safekeeping and carriage has become a number one priority for banks
today, with cyber-security a major necessity for all companies, says Taylor. “We invest very heavily in cyber-security and
the integrity of our systems.”
In practical terms too, banks today manage data, producing more meaningful reporting for clients. This reporting allows
clients to make more informed judgements about managing their cash. These are judgements which require banks to
take actions which the companies typically cannot take themselves.
In terms of the innovation necessary to keep adding value, few companies want to be a first adopter in a world of
proliferating solutions. This is simply because there is no certainty around which will become the de facto solutions, says
Taylor. Banks have therefore become “an important litmus test” for new technologies, some of which pass into common
usage, many of which do not.
The role of the bank has a value, from the expectation of the safe carriage of data, right through to the investment in and
testing of new technologies to solve new problems. These are activities that no company could or should do on its own,
says Taylor. “In that sense, banks today verge on being community providers.”
Are the fees in direct proportion to the value these services bring to the client? Try living without them for a while.
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anything, notes Meyer. If a treasurer waits for the banks to
comes in to do their quarterly reviews, it invites a glossy and
somewhat passively received explanation of what the bank is
doing for the corporate, with maybe a few service issues
raised on the side.
But these reviews are an ideal opportunity for the treasurer to
really find out where the relationship is going and improve
their treasury services. Do some homework before the
review, advises Meyer. Perform an account and service
rationalisation and come to these meetings with questions
based on your analysis. Why do we have this service on this
account and not the others? Timing discussions and
negotiations with one of those meetings makes it a
“relationship review on steroids”, she says and produces
real results.
There is no point negotiating on superfluous services; if paper
billing is going to be dropped soon don’t bother getting a
reduction on it.
Send the findings to the bank, asking it to come prepared
with a response at the next quarterly. The bank should be
given enough notice to prepare and not feel like it is being
pressured; this should be seen as a friendly reminder that
treasury is taking fees seriously.
With RMs servicing many clients, “it’s the squeaky wheel that
gets the grease”, says Meyer. If the corporate and bank have
been on autopilot for a number of years, a sudden focus on
fees may reveal areas where they have risen beyond
acceptable levels. The relationship may be quite satisfactory
in all other respects but if the treasurer knows they are paying
above market rates, the bank now has the opportunity to
address the issues and create a win-win situation.

Legal bind
This is not just a tale of prices incrementally increasing over
time because they were not kept in check. There are cultural
differences that can influence pricing changes too. In the US,
fraud protection services are lucrative because businesses
are scared of doing the wrong thing; few will ever turn these
off. However, banks in Europe know they cannot charge
directly because corporates have always seen banks as
duty-bound to protect their clients’ interests.
Anecdotal evidence further suggests that banks can and do
amend their menu of chargeable items, and they are entitled
to do so. Some banks may even use the complexity of their
contracts to impose a range of price increases more or less
at will.
These contracts are subject to negotiation, and treasurers
have been known to challenge and win. But the process is far
from easy because banks have vastly experienced legal
teams; they have to because they are undertaking huge
liabilities and risks.
A large corporate may have the legal resources to return
red-lined copies of such documents and enter into
negotiation. Even in such organisations the legal expertise will
not be in banking per se. However, many more businesses
do not have the capacity to do this and will have to accept the
contract as is.
Although a smaller banking institution may be more compliant
if it wants the business, the likelihood of getting a large bank
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Top tips for fee negotiation
•

Don’t be afraid to ask for a fee reduction.

•

Try to understand pricing from the
bank’s perspective.

•

Enter a negotiation with something to offer such
as ancillary business.

•

Try to work for the long-term relationship and see
the arrangement as a partnership.

•

Don’t take the first offer – push a little harder.

•

Keep monitoring fees and let the bank know you
are doing so.

•

Never go more than five years without a review.

to sign a service level agreement is minimal. For the treasurer,
an appendix of agreed pricing may be about the extent of
acceptable amendments in many cases.

True partnership
When seeking to negotiate, it requires more than just a
database of industry best prices to make headway. These
figures cannot possibly take into account the full and unique
client relationship, which often encompasses a broad suite of
products and services across multiple regions.
In any case, attempting to browbeat the bank with a list of the
lowest rates on every product and service is likely to prove
unsuccessful in negotiation. On the other hand, the ability to
think from the bank’s perspective about the depth and
desirability of the relationship, and from here set a reasonable
pricing target on only the services needed, will be
more fruitful.
The treasurer should only use those lowest prices as the
starting point, considering each, line by line, only in the
context of the entire package. Obviously, the target prices
should not be revealed to the bank as sometimes the final
offer can improve on these.
Allowing the bank time to think about the deal and come back
with what it considers to be a better price is therefore a much
healthier approach. It gives the bank the fairest opportunity to
demonstrate what it believes is the true worth of the unique
relationship it has with the client. If the offer has not met
expectations, the client should review it as a good first try,
using this as the starting point for the next round
of negotiations.
Whether engaging in an RFP or bilateral negotiation, being
forearmed with the information, taking a big picture view that
encompasses a degree of flexibility and, importantly, being
able to understand the bankers’ perspective, will give the
treasurer the tools needed to seek and achieve rates that
serve both parties well.
Treasurers who are prepared to ask their banks to revisit fees
can save between 20% and 30% on pricing alone, says
Meyer. Whilst no one benefits from driving too hard a deal,
she believes many more in the profession should be thinking
about “getting their best game face on”. n

Webinar Report

Building a treasury technology use case
The growing complexity of the corporate treasury operation in many organisations is driving demand
for sophisticated treasury technology. In a recent webinar, representatives from ION Treasury,
Openlink and the Strategic Treasurer came together to explain how treasury can build a strong
technology use case.

Craig Jeffery

Jerald Seti

Philip Pettinato

Founder

Vice President,
Product Management

Chief Executive Officer

Strategic Treasurer

ION Treasury

Openlink

Corporate treasury is a very different job compared to what it
was a decade ago. The complexity of the role has increased
markedly due to globalisation, cyber risk and rapid organic
and inorganic global business growth. At the same time,
there has been a significant shift in the importance of the role
treasury plays within the organisation, with the department
becoming ever more strategic in its outlook.
Whilst this is certainly a positive development for the
profession, it has also created some challenges for treasury
teams. Most notably they are expected to do a lot more with
the same resources they had a decade ago – and in some
cases less.
Technology has been used to solve this conundrum to some
degree. However, a less-than-strategic approach to
technology investment and maintenance over the years has
left many organisations with a variety of disparate legacy
systems. These are often complex, costly, poorly maintained
and, worst of all, usually siloed. As a result, treasury teams
are trying to do a complex job with only half the truth and little
trust in the data with which they are working. Added to this is
the multitude of operational risks that this fragmented
infrastructure creates.
A solution to this challenge can be found in implementing an
enterprise-grade treasury and risk management system
(TRMS). Doing so can not only improve treasury
performance, it can also greatly improve overall corporate
performance. For instance, at a strategic level, using a TRMS
can break down the technological and operational silos, not
just enabling a faster flow of data but also allowing enterprisewide access to a single source of truth.
From a tactical perspective, a TRMS can improve cash
visibility. At the very least, this enables treasurers to deploy
previously tied-up cash more effectively. The system can also
be used to automate many manual and repetitive processes,
creating optimal workflows. This alone frees up time for the
team to focus on more strategic matters. Crucially, better

If you missed the webinar and would like to hear the full recording this is
available at treasurytoday.com/webinar/previous-webinars

controls further serve to more successfully mitigate the risk
of fraud.
As part of any good business case, there are clear financial
advantages to be considered too. Increased efficiency
through automation offers the potential to reduce or redeploy
headcount (the latter often to more value-added tasks).
Having a single system also lowers overall IT spend – if the
solution is hosted in the cloud then the vendor assumes
responsibility for maintenance and updates (the user always
benefitting from the latest iteration). The relative cost of a
TRMS has fallen significantly in recent years, even as it has
become notably more configurable to the needs of treasury
departments of all shapes and sizes.
Treasury still needs to sell the TRMS to the purse-holders in
the company. Despite the increasingly obvious benefits, this
remains a challenge for many teams. To be able to make its
case effectively, treasury needs to consider two key elements:
the strategic rationale and the return on investment (ROI).
This process demands an acute understanding of the
businesses objectives and the capacity to link the benefits of
the TRMS directly to these. In essence, treasury must be able
to answer the simple yet inevitable question: where is the
value from investing in treasury technology?
To help treasury teams answer this question with utmost
conviction, Ion Treasury, Openlink and the Strategic Treasurer
have joined forces to build an ROI calculator. This enables
treasury teams to clearly and precisely demonstrate the value
a system can offer the organisation. More than just showing
the immediate ROI, the calculator highlights the long-term ROI
that such a system can offer, reflecting the fact that a TRMS is
a technology investment for the entire company, not a
technology expense for one department.
As the business grows and the demands on treasury time and
knowledge increase, the value of that investment will
ultimately be self-evident. Until then, building a robust
business-case should be seen as a treasury priority. n
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QUESTION ANSWERED

Optimal capital structure

“

”

How can treasury best define the company’s optimal capital structure and what steps
can it take to achieve this?

Suzanne Perry
Assistant Group Treasurer
RELX Group

Treasury teams operate for the long-term, balancing risk and
reward, and thus are ideally placed to define the company’s
optimal capital structure. It is vital that the capital structure is
tailored to a company’s profile and specific objectives and is
resilient enough to operate both in current market conditions
and under stress. Having said this, resilience cannot come at
any cost and treasury needs to ensure that the company is
run efficiently with a mix of short and long-term debt as well
as more expensive equity financing.
At RELX Group the capital structure is managed to support our
objective of maximising long-term shareholder value through
appropriate security of funding, ready access to debt and capital
markets, cost-effective borrowing and flexibility to fund business
and acquisition opportunities while maintaining appropriate
leverage to ensure an efficient capital structure. RELX Group
has a diversified and relatively low risk business model and
seeks to maintain credit rating agency metrics that are consistent
with a solid investment grade credit rating (RELX Group’s current
ratings are BBB+/Baa1/BBB+ with S&P, Moody’s and Fitch
respectively). RELX Group targets cash flow conversion of over
90% and over the longer-term this cash is used with an eye to
balancing dividend policy, selective acquisitions and share
repurchases, and retaining balance sheet strength so as to
maintain access to cost-effective sources of borrowing.
RELX Group customers appreciate the low level of financial
risk associated with the company. RELX Group is a global
provider of information and analytics for professional and
business customers across industries. Customers include
governments, universities and other institutions seeking
long-term strategic partnerships. A solid investment grade
credit rating is consistent with the message that RELX Group
is a company that will be around for the duration.
In recent years RELX Group has spent less on acquisitions
and focussed on organic growth. In order to maintain an
efficient capital structure and prevent an increase in WACC,
RELX Group has undertaken share buy-back programmes to
maintain leverage in a range consistent with a BBB+/Baa1
rating. Treasury maintains RELX Group’s cash flow forecasts
and related leverage metrics and hence can advise the board
as to how share buy backs fit into the company’s overall credit
rating profile. RELX Group operates several commercial
paper programmes to ensure short-term liquidity and to avoid
inefficient balance sheet grossing as the significant amounts
of cash collected in the final quarter of each calendar year can
be used to pay down commercial paper rather than sit as
cash on the balance sheet at year end.
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RELX Group Treasury continues to monitor the requirements of
the rating agencies, the liquidity and cost of debt capital markets
and takes instruction from the board on risk appetite. Any
significant change in any of these elements would necessitate a
review of the capital structure to ensure it is still fit for purpose.

Shoaib Yaqub
Head of Financing Solutions & Advisory
Standard Chartered

Treasurers today are operating in a very dynamic environment,
where ongoing challenges and complexities make it difficult to
predict the future and streamline their organisations. External
influences from macro-economic impacts to innovative trends
in new technology and new competitors, mean treasurers
need to equip their organisations to be agile and responsive to
seize opportunities but also stay resilient and efficient in the
face of change and potential shocks.
This balance requires careful, detailed and regular review of
the capital requirements and financial policies.
Determining the likely funding needs based on business
outlook will be the main driver of this review and is clearly a
complex task. This analysis should include detailed, informed
assumptions around revenues, changes in working capital,
acquisitions and disposals, dividend policy, cost of debt, and
new debt issuance, amongst others. Through understanding
of key aspects of the business, like liquidity, projected return
on investment in R&D and geographical or product expansion,
and the potential impact of the economic, societal and
regulatory environment in which it operates, a treasurer can
ascertain critical future needs.
For instance, liquidity headroom for a corporate looking to
increase its R&D investment over the next few years will be
very different to those of a mature corporate looking to
maintain strong shareholder returns.
The next step is around making your balance sheet shock
proof and getting the right mix of debt and equity. Treasurers
need to dissect various components of the capital structure
and reassess whether the corporate’s financial policies are
still fit for purpose. Is the current rating (or financial leverage)
appropriate for the business and its outlook? Are the
committed facilities enough to cover upcoming requirements
or are they unnecessarily high?
One aspect that normally gets ignored in this analysis is
country risk, which is an important consideration for global
corporates given exposure to any volatile geographies.
Combining this information with the original understanding of
the business profile will help outline a truly optimal capital

structure. In many cases, this exercise may highlight
actionable insights on how to achieve this; such as aligning
with medium and long-term targets and considering
appropriate liquidity buffers, whilst also incorporating issues
that are specific to the business, such as
forthcoming acquisitions.
Finally, it never hurts to do a competitor analysis. Many
corporates like to benchmark against their direct competitors
but, in some cases, it is useful to compare more broadly.
Best practice for one organisation may not be appropriate for
another. So, it’s important to consider the variables of each
organisation in terms of capital structure, end market
exposure and shareholder objectives.
The results of any exercise to evaluate capital structure should
be regularly reviewed. Treasurers should also incorporate stress
testing and scenario planning in the process, as this exercise can
help identify, and sometimes even quantify, black swan events.
With access to the right data, analytics and knowledge,
treasurers can formulate a capital structure that will help
deliver the business’ strategy, increase resilience in the face of
unknown challenges and equip the business to position itself
for the opportunities ahead.

•

Whilst business risk can often only be influenced over the
medium to long-term, a company has a far greater ability to
directly manage its financial and operating risk.
Treasury plays a significant role in managing a company’s
financial risk by diversifying sources of debt, repaying or
extending debt maturities, holding appropriate levels of
committed backup liquidity, and efficiently managing working
capital. Similarly, in relation to operational risk, treasury will
advise on an appropriate risk management approach and
dividend policy, which is documented within the company’s
treasury policies.
Some further practical points that treasury may
consider include:

•

Establishing a supportive banking group who will provide
credit through the business cycle. This takes active
management by considering the core banks strengths
and weaknesses, total level of ancillary fees and how
these are allocated.

•

Provision of company data including forecasts. It is
important that these forecasts are credible over time – so
treasury may have to apply haircuts to over optimistic
corporate finance forecasts. Banks and rating agencies
have long memories and consistently demonstrating an
ability to meet forecasts will enhance a relationship
of trust.

•

Regular meetings with banks and rating agencies. This
allows the CFO/Group Treasurer/Investor Relations the
opportunity to provide context and explanations to
financial results and forecasts. Rating agencies should be
invited to any debt or equity analysts’ presentations.

•

A formal annual review of treasury policies, signed off by
the board. In doing so the company’s risk management
approach is front of mind to the board. Regular reporting
of adherence further supports this activity.

•

Monitoring credit metrics and estimating debt capacity, by
working alongside corporate finance. Treasury can add
value into any M&A funding decisions and use the output
to further develop banking group relationships.

Giles Newell
Head of Advisory for GTS EMEA
Bank of America Merrill Lynch

Whilst an optimal capital structure is synonymous with
Weighted Average Cost of Capital (WACC) theory; in practice,
treasury functions focus very much on the debt side of the
equation. As a result, it is useful to consider treasury’s role
and some of the practical steps it can undertake to optimise
debt levels.
Corporates tend to seek a level of debt which is
commensurate with their scale, industry sector and risk
appetite. This should also reflect a desire to retain a debt
buffer to cater for unexpected events such as M&A activity,
cyclical results or a downturn in trading.
Since banks and rating agencies have similar methodologies
in assessing corporate risk whether a corporate is rated or
not, treasury functions may wish to consider focussing on the
following three risk elements:

•

Business risk – analysis of the stability and predictability of
a business (country and industry risk as well as
competitive position within industry).

•

Financial risk – assessment of the capacity of a company
to meet its financial obligations (cash flow and leverage).

Operational risk – being the specific strategic objectives
and policies a company adopts. This includes factors
such as approach to risk management, corporate actions,
target debt levels and dividend policy.

The aforementioned points demonstrate the multi-faceted
nature of bank relationships and ratings agencies.
Financial ratios are one facet, but equally perception and
communication are critical. Where permitted, sharing
confidential forecasts and board objectives on financial and
operating risk appetite will further these relationships.
Treasury resource is required to support this high level
financial discipline as a loss of confidence takes a long time
to repair. n

Next question:
“The latest AFP Fraud Payment Survey found that 80% of companies had at least one instance of payment fraud occur in 2017.
What can treasury do to stop this?”
Please send your comments and responses to qa@treasurytoday.com
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MARKET VIEW

Devil without sheep’s clothing
Will the game of musical chairs in the White House and Trump’s stance towards the rest of the world
fan the geopolitical flames and what will this mean for global markets?

“I’ve heard that you’re actually the devil incarnate and I wanted
to meet you,” said US Secretary of Defence, James Mattis, to
John Bolton, President Trump’s new National Security
Adviser. The latter has a reputation as a neoconservative
hawk who is not that worried if war breaks out. Nor does he
shy away from confrontations with America’s allies. The
appointment of Bolton continued the trend of choosing ever
tougher hardliners as advisers and ministers. At the same
time, many officials who were known for being moderates
have been given the boot – often via Twitter.
Two comments are in order. First, folk who are not particularly
diplomatic and thoughtful have also been ejected from the
White House including Steve Bannon, Michael Flynn, and
Sebastian Gorka. Plus, some of the people who were
expected to keep Trump on track were not up to the task so
their departure does not give cause for great concern. Take,
for example, former Secretary of State, Rex Tillerson. Trump
refused to take him seriously and/or ignored him. On top of
this, he managed to antagonise his own department.
Second, the fact that ‘hawks’ are appointed to important
positions does not automatically spell disaster. Historically,
there have been instances when hardliners came up with
gestures of reconciliation. This is not as surprising as it
seems. After all, if a hardliner strikes a compromise this is
easier to sell to supporters. Examples are Yitzhak Rabin’s
territorial concessions to the Palestinians and the opening to
China orchestrated by Henry Kissinger and Richard Nixon.

Dangerous people?
In other words, the game of musical chairs in the White House
may not have such a dire outcome as some are predicting.
Yet there is no guarantee that everything will turn out fine.
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Trump seems hell-bent – consciously or not – on doing
everything within his power to confuse allies and opponents
alike with his zigzag policies and out-of-control tweets. The
hardliners outnumber the rest. John Bolton is far from alone;
there is also Peter Navarro (the main economic adviser) and
Mike Pompeo (the new Secretary of State). Meanwhile, those
who appeared to keep things together are either increasingly
irrelevant or gone.
The aforementioned trio – Trump, Pompeo, and Bolton – bring
to mind British writer D.H. Lawrence who said in 1923: “The
essential American soul is hard, isolate, stoic and a killer. It has
never yet melted.” Half a century later, US historian Richard
Hofstadter added: “Americans certainly have reason to inquire
whether, when compared with other advanced industrial
nations, they are not a people of exceptional violence.”
It is crystal clear that Trump has no qualms about taking a
hard stance. Apparently, he enjoys seeing his allies flounder
in an ocean of uncertainty and unpredictability and relishes
being blunt.

North Korean pessimism
We will find out shortly if the US President will continue to
steamroller forward and if he is going to initiate new crises
with Pyongyang and Teheran and/or unsettle the world
trade system.
We think the likelihood of a major breakthrough in relation to
North Korea is not that high:

•

Kim Jong-un will not give up his nuclear arsenal; he has
seen what happens to dictators who discarded their
weapons of mass destruction (Muammar Gaddafi,
Saddam Hussein).

•

Kim’s attitude has frustrated China in recent years but the
chance is very slim that Beijing will give the North Korean
leader the chop. Millions of refugees could flock to the
Chinese border in a worst-case scenario.

•

Japan and South Korea (both are allies of the US) do not
want to put the screws on North Korea with too much
force as they fear a destabilising regional crisis.

•

The US demands complete nuclear disarmament from
North Korea. Pyongyang wants America to considerably
scale down its involvement in the region. There is not
much room for manoeuvre on either side of the fence.

•

North Korea is haunted by deep fears of the US. The
Americans carpet-bombed the country in the 1950s.
Korean cities suffered greater damage than the German
and Japanese cities that were firebombed during World
War II.

So from a geopolitical perspective Trump & Co could fan
global tensions rather than douse them in the coming period.

Fading order
As to trade, it is increasingly clear that Trump regards China
as his real adversary. The problem is that he riles countries
that he badly needs to help him rein in the giant country. On
top of this, he is undermining the global liberal order that has
benefitted America in the past decades.

Palmerston’s wisdom as a constant rebalancing of the
European powers whereby the idea was to support the
weaker European powers against the strongest great power
in order to prevent hegemony on the continent. Trump takes
a different approach. His very free translation boils down to
America First. He does not seem to have any permanent
friends or enemies even if he occasionally makes an exception
for both camps. The only ‘fixed point’ seems to be Trump’s
own (permanent) interests.

Vulnerable America
This takes us to the implications for the financial markets.
Most experts think the US economy is way ahead of Europe
(and other countries) in the economic cycle. If so, one
consequence is that the statistical likelihood of a recession is
rising. And whereas the Fed may slowly be applying the
monetary brake, the central bank has too few buffers, it would
seem, to effectively counter the next recession.
America is more vulnerable than it appears at first glance.
Inequality has markedly increased in recent years. Plus, the
median earnings for a fifth of all jobs are below the poverty
line. Debts are again rising steadily while the financial sector
comprises almost as large a portion of the economy as before
the crisis and it very much remains to be seen if the sector is
supervised properly.

Voltaire wrote about the Holy Roman Empire – which was
tottering on its last legs after 1,000 years – that it was no
longer holy, nor Roman, or even an empire. The same now
applies to the global liberal world order according to Richard
N. Haass, “the fading liberal world order is neither liberal nor
worldwide nor orderly”.

Considering these weaknesses, whereas the central bank
certainly has not regained its full fire power, the US cannot
really afford to opt for political stunting. Europe is also riddled
with weaknesses. Our economists refer time and again to the
considerable interest rate gaps between Europe and the US.
However, whereas EUR/USD could indeed drop substantially
in the long run, the uncertain goings-on in Washington could
counter that movement to a considerable extent.

Trump appears to half-heartedly apply the lessons learned
from Lord Palmerston, the 19th century statesman who said:
“We have no eternal allies, and we have no perpetual
enemies. Our interests are eternal and perpetual, and those
interests it is our duty to follow.” The British interpreted

Self-evidently, neither John Bolton nor Donald Trump really is
the devil incarnate. Yet, there seems to be a growing chance
that Washington will fan the geopolitical flames. If so, things
may well get too hot for the liberal world order – in as far as
the latter still exists. n
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COMING NEXT ISSUE

INSIGHT & ANALYSIS

Understanding China’s
belt and road
China’s belt and road initiative is well
underway and has the potential to
transform global economy over the next
decade. Indeed, the multi-billion project
to improve the overland and maritime
links between China and the rest of Asia,
as well as Europe, the Middle East and
Africa is already having an impact on the
65-plus countries it covers and this will
only increase in the coming years. To
make sure you are in the know, Treasury
Today analyses the impact belt and road
might have on the global economy, the
companies that may be affected and
what it all means for business leaders
and corporate treasury.

TECHNOLOGY

Fintech: hot or not?
Fintech is the trend in financial services
right now. Around the world fintech firms
are emerging to solve niche problems in
the financial ecosystem and every bank
and technology provider is rebranding
themselves a fintech. Is this hype
justified and are treasury departments
actually benefiting from the fintech
phenomenon?

TREASURY PRACTICE

The role of treasury
in M&A
In 2017 the global M&A boom continued
with over US$3trn of deals finalised.
Notable deals include CVS Health’s
US$69bn purchase of healthcare insurer
Aetna and the US$66bn sale of 21st
Century Fox to Disney. In all of these
deals the corporate treasury department
has a role to play. So with M&A activity
expected to increase over the coming
years Treasury Today speaks to several
treasurers involved in M&A deals to find
out what role they played and the value
they added.

We always speak to a number of industry figures for background research on our articles. Among them this issue:
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