
eCommerce: a brave new world
The rise of eCommerce has fundamentally changed the competitive business landscape and 
provides a tremendous opportunity for corporates to tap into new revenue streams around the 
world.  How can the treasury department enable the business to reach its eCommerce objectives?
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Fifty years of 
being one
There is a peculiar irony in the way that, as one side of the world seeks to close its 
doors and adopt an isolationist stance (cf. Brexit and Trumpism), another 
celebrates openness and welcomes a co-operative future.

Which viewpoint will win more friends and influence more people?

In Jakarta on August 11th 2017, the ASEAN Secretariat celebrated the Association’s 
Golden Jubilee.  ASEAN Secretary-General, Lê Lương Minh talked of the pleasures 
and pains of aligning the hopes of, initially, five very different countries, and then 
accommodating the views and expectations of five more members.  “Five decades 
on, the region is now in a much better shape than when it first started,” said Minh.

Indeed, ASEAN has matured into a community focused on economic integration 
and growth, and consensus-building.  It has, as Minh noted, “been able to foster 
deeper understanding, and build trust and partnership to pursue common interest 
in the context of diversity and in full recognition of its varied but shared interests 
and aspirations”.  This landmark anniversary, he added, “sets the tone for the next 
50 years”.

As an economic community, ASEAN, with a population of around 630m, is now the 
third largest market in the world after China and India.  It is the seventh largest in 
the world and the third in Asia in terms of GDP.  This currently stands in the order 
of US$2.5trn, with actual growth of around 4.8%.  Projections for ASEAN to 
become the fourth largest economic bloc by 2030 are already on the table.

As the Philippines became the chair of ASEAN in 2017 its theme of “Partnering for 
Change, Engaging the World” talked of promoting unity “with and among ASEAN 
member states and its global partners”.

Maybe the volume of that message should be turned up loud enough to drown out 
the fractious posturing of those who seek a less co-operative model in the United 
States, the United Kingdom and the European Union.  Just a thought.  Happy 
birthday ASEAN!

ASEAN was founded in Bangkok, Thailand on August 8th 1967 upon the signing of 
the ASEAN Declaration by its five original members of Indonesia, Malaysia, the 
Philippines, Singapore and Thailand.  ASEAN membership now includes Brunei 
Darussalam, Cambodia, Lao PDR, Myanmar and Vietnam.
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The rise and rise of blockchain
Since its emergence in 2008, blockchain has created a buzz in financial services 
unlike anything else in recent memory.  Why has it captured so much attention, 
what is being done with the technology today and where is it going in the future?  
Treasury Today Asia explores.
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Trading paper 
for precision
In the trade and supply chain space, 
paper is still king, for now.  Change is 
coming, however.  In this article, ANZ’s 
trade experts, Michael Lim and Hari 
Janakiraman, consider digitisation in the 
trade space and explore the future 
prospects. 
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A global appetite 
for eCommerce
eCommerce presents a tremendous 
opportunity for businesses to tap into 
new revenue streams around the world.  
As a result, eCommerce is growing at an 
exponential rate, with total global retail 
sales expected to reach US$27trn by 
2020.  At the same time, it is 
transforming corporate business models, 
having a seismic impact on how they 
operate.  What is the role of treasury in 
this brave new world?  Treasury Today 
Asia finds out. 

RISK MANAGEMENT 12

Managing 
counterparty risk
Corporate treasurers are required to 
manage many different types of risk – and 
one category which has been the focus of 
considerable attention in recent years is 
that of counterparty risk.  How has this 
area evolved over the last decade, and 
what techniques can treasurers use to 
manage their risk exposures?
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Seize the day: Maersk’s eCommerce journey

When you think of the world’s leading eCommerce organisations, it is doubtful that a shipping company will come to mind.  Yet 
with 99% of bookings made through its online channels, Danish shipping giant Maersk can safely claim to be just that.  In 
achieving this status, it has redefined how it operates and supports its customers, breaking down many preconceptions that exist 
in the shipping industry.

The chicken or the egg?
This hasn’t happened overnight.  Maersk first began to digitise its business over 15 years ago.  In an earlier incarnation of what 
would become its modern eCommerce strategy, the primary focus was on consolidating internal processes and 
enforcing standards.

Things changed after the global financial crisis.  Maersk’s clients increasingly began to demand more ‘e-enabled’ solutions.  
“Over the past five years, our eCommerce strategy has really taken off and ‘e’ is now at the heart of everything we do when 
working with our customers,” says Carsten Frank Olsen, Senior Director and Global Head of eCommerce at Maersk.  “The key 
has been digitising the end-to-end customer experience.”

Fully digital
Maersk’s website is unsurprisingly at the heart of its digitisation efforts.  “Through our website, our customers can find the 
solution they need, get a price for this and book in a matter of minutes,” says Olsen.  “Previously this process would have taken a 
few days.”

To drive digitisation through the end-to-end process, Maersk has also built a portal where clients can store and manage 
documentation.  “Trade more broadly has been dogged by a lack of transparency due to the use of paper-based documentation,” 
says Olsen.  “What we have done by digitising documents is give our clients the efficiency and transparency they demand.”

It is not just documentation that Maersk’s clients are able to track.  “Companies, and the banks that finance their trade, want to 
know what is happening at every point whilst the shipment is in transit,” explains Olsen.  “We have enabled this by providing 
tracking of our ships on our website, as well as offering updates about any changes in routing and timings of the shipment.”  
In recent months, Maersk has extended this service to importers, giving end-to-end visibility to all involved in the supply chain.

Payment priority
Maersk has also placed a significant focus on giving its customers a variety of ways to pay for the company’s service – something 
that Treasury Today Asia has previously reported as being key to any successful eCommerce strategy.

“Payments for the shipment service are typically wire transfers; this hasn’t changed much over the years,” says Olsen.  “What has 
changed is that we have added credit card payment capabilities through our MyFinance portal.  This enables us to seamlessly 
debit small-value payments for things like documentation charges as the goods are in transit.  This stops shipments being 
delayed because of the late payment of trivial sums.”

Through its MyFinance portal, Maersk also provides an overview of its clients’ invoices and accounts.  Olsen comments again on 
how this enhances visibility over the financial flow of the transaction and gives certainty to those involved in the exchange.  “This 
was one of the most sought-after capabilities from our large corporate clients and is a channel we will continue to add 
functionality to,” says Olsen.  True to its word, Maersk has recently enabled trade financing to be offered through this platform.

4 | treasurytodayasia © September/October 2017

TREASURY INSIGHTS

http://treasurytodayasia.com


Contact Energy launches pioneering Green Borrowing Programme

In August, Contact Energy announced the launch of its Green Borrowing Programme, the first for a New Zealand company  In a 
world-first, the NZ$1.8bn programme will allow debt investors and lenders to access a broad range of certified green debt 
instruments, including committed bank facilities, commercial paper and retail bonds issued by the company.  The programme has 
been certified by the Climate Bonds Initiative (CBI), one of its largest certifications to date.

Pioneering structure
Contact Energy is committed to sustainability.  Indeed, the company has invested significantly in renewable energy and has 
reduced its greenhouse gas emissions by 50% over the last five years.  The jewel in the crown is the company’s new geothermal 
power station, which, alongside its existing geothermal and hydro power stations means that its power generation is now more 
than 80% renewable.

Louise Tong, Head of Capital Markets & Tax at Contact Energy was keen to ensure that the company’s financing activity reflected 
the low carbon nature of these generation assets.  She set about speaking with Contact’s banking partners to learn more about 
the green financing structures popular in the market.

Unsurprisingly, green bonds dominated the discussion.  But given the uniquely sustainable nature of Contact Energy’s balance 
sheet – where renewable generation assets dominate and are worth multiple times the value of its debt – Tong began to ask the 
question to the banks: could we class all our debt as green?

“There was no precedent for this,” says Tong.  “I don’t even think that the question had been asked before.”  However, after 
speaking with the banks and bringing on board the CBI to provide guidance, the Green Borrowing Programme was given the 
green light and certified by the CBI.

Green coverage
Under the programme, all the group’s existing committed bank facilities, commercial paper, retail bonds and US Private 
Placement Notes and wholesale bonds maturing after 2018 are now certified as green.

All future funds raised by the company are intended to be included in the Green Borrowing Programme and are therefore certified 
as green debt (as long as the total value of green assets outweighs the total value of green debt).  The first new transaction under 
the programme was a new NZ$75m Bank Facility with ANZ.

“We have had to exclude our hydropower generation assets from the Green Borrowing Programme for now,” explains Tong.  
“Although hydropower generation qualifies under the Green Bond Principles, the CBI has not yet released final hydropower 
criteria.  Contact has a seat on the Technical Working Group that is aiming to develop this and once the criteria are finalised, we 
will bring our hydropower assets into the programme which will enable us to expand the amount of debt we can certify as green.  
Most importantly, this will allow us to include the refinancing of our 2018 capital markets maturities (currently not certified as green 
debt instruments) into our Green Borrowing Programme.”

Tong is hoping that in addition to promoting the company’s green effort, the programme will also enable Contact to tap into a new 
investor base.  “It was important for us to get CBI certification to make it easy for green investors to find us and be comfortable 
investing in our debt,” she explains.

To join our treasury community and receive our weekly Insights newsletter please contact 
memberservices@treasurytoday.com with your email address and job title.
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BEPS

“ How should corporate treasurers in Asia be responding to BEPS? ”

The complexities associated with BEPS implementation call 
for deployment of an effective risk management strategy by 
global organisations.  There are many unknowns around 
BEPS implementation which give way to potential 
inconsistencies in application of OECD recommendations, 
despite timelines assigned to actions such as country-by-
country reporting.  Even if businesses are currently compliant 
with guidelines, the rapidly changing tax landscape poses 
risks which treasury departments need to be cognisant of.

Many corporations have historically focused on booking 
profits in lower tax jurisdictions, which BEPS now makes 
transparent.  In order to tell a reasonable story to explain 
where profits are booked, treasurers should gain a stronger 
understanding of customers and supply chain.  BEPS may 
also affect the acquisition or investment plans of an 
organisation given the changing tax treatment of cash flows.  
Treasurers may, therefore, need to change their operational 
structures to better align with the initiative.

Asian organisations often operate in a decentralised way 
which further heightens the risk given the large amounts of 
data required to comply with BEPS, being with overseas 
operations.  Relying on consolidated data formats may hide 
underlying challenges and to mitigate this risk, new tools and 
technology are required to enable organisations to operate 
effectively within existing frameworks.

Given this, treasurers must develop a better understanding of 
funding transactions and the intricacies of the BEPS 
recommendations pertaining to financing activities, which 
means working cross-functionally with different teams within 
the company.

Treasurers must also gain better control of data, as 
information-gathering and production will need to be done 
more quickly as requests for homogenous information move 
towards an on-demand model.  This is where tax technology 
can help align stakeholders and information providers and 
enable businesses to effectively cope with the regulatory 
changes.  Treasury departments must start partnering with 
relevant technology providers that can help, with the right 
tools, to ensure compliance and increase efficiency.

Without proactive management, the increased level of scrutiny 
on funding transactions posed by BEPS could impact a group’s 
effective tax rate.  At the same time, having ready data visibility 
could provide significant insight for not just the treasury 
department, but also the company’s strategic decision-makers.  

Corporate treasurers should not underestimate the amount of 
work to be done and should start planning now in order to 
successfully mitigate financial risks, reduce administrative 
burdens and take pre-emptive actions as required.

The BEPS Project brings unprecedented change to 
international and domestic tax landscapes globally.  This will 
have an impact across a number of departments within 
multinational corporations, particularly the treasury and tax 
functions.  In an Asian context, responses to BEPS vary 
significantly across the region, so corporate treasurers will need 
to be prepared and stay on top of all the changes.  BEPS will 
have a significant impact on treasury activities, particularly in 
terms of the structuring of cross-border intragroup funding 
arrangements, the mix in capital structure, the types of financial 
instruments used and the location of treasury entity.

Intragroup lending through intermediate entities in treaty 
jurisdictions with limited substance is not uncommon for Asian 
investments.  For example, we have seen the use of Mauritius 
structure to fund Singapore investment.  Going forward, with 
principal purpose test (PPT) in Action 6 being included in tax 
treaties, treaty benefits may be denied if the intermediate 
entity does not have substance to actually manage the risk 
booked in the entity and an appropriate amount of capital.

A fundamental issue in Asia is the plethora of domestic 
anti-abuse approaches leading to uncertainty and 
inconsistency in the application of tax treaties.  The hope is a 
PPT will eventually bring consistency to the application of 
treaties, creating greater certainty.  However, as we look to 
domestic law and practice for guidance on how a PPT may be 
interpreted by a country, we see significant divergence in 
interpretation.  Corporate treasurers should be conscious of 
this divergence and map out their current financing footprint.

The interest limitation rules under Action 4 aim at limiting 
excessive tax deductions on interest and other financial 
payments, which will inevitably have an impact on internal 
gearing/capital structure and reduce the tax benefits of existing 
financing arrangements.  Historically, Asian countries commonly 
used thin capitalisation rules to limit excessive interest deduction 
on related party debts.  With BEPS, we have seen some Asian 
countries now considering a more general interest limitation rule.

In the past, using hybrid financial instruments may have 
resulted in a deduction/non-taxation outcome due to 
inconsistent tax treatment across jurisdictions.  Action 2 aims 

Tony Kinnear

Managing Director, 
ASEAN and North Asia

Thomson Reuters

James Badenach

International Tax Services 
Leader, Asia Pacific 
Financial Services
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to counteract such tax arbitrage, so corporate treasurers will 
need to re-examine the tax consequences of using hybrid 
instruments for financing purposes.

Many Asian jurisdictions, including Singapore, Hong Kong, 
Malaysia and China, provide tax incentive regimes for corporate 
treasury activities.  Tax preferential regimes for economic 
mobile activities such as treasury are currently under review by 
the OECD to ensure they are not harmful tax practices.  The 
elevation in importance of the substantial activity requirement in 
assessing whether a preferential regime is potentially harmful is 
expected to increase the substance requirement that a country 
requires for the eligibility of the regime.  Corporations currently 
benefitting from these types of regimes, or considering 
centralising the treasury function in countries offering them, 
should keep an eye on the outcome of the review.

From a transfer pricing (TP) perspective, the use of zero-
interest loans for related party financing may no longer be 
sustainable in the post-BEPS environment.  There will also be 
increased compliance costs due to the more comprehensive 
TP documentation requirements under Action 13.  This is 
particularly relevant given the differing approaches to local 
implementation of Action 13 across Asian countries.

Corporate treasurers in Asia will need to consider a 
comprehensive plan to respond to and comply with BEPS 
standards and related local tax law changes.

What does BEPS seek to achieve?

The OECD BEPS recommendations are now being 
implemented by domestic tax authorities; including in Asia.  
There are 15 BEPS Action items.  With respect to treasury and 
treasury centres, BEPS seeks to eliminate base erosion through 
what tax authorities consider unwarranted deductions in the 
case of hybrids and excess deductions associated with the use 
of excess intercompany debt and intercompany pricing 
distortions reflected in the improper application of the transfer 

pricing principles.  Additionally, BEPS seeks to ensure that tax 
authorities have the necessary taxpayer information to identify 
and address the types of arrangements noted above.

BEPS and transfer pricing

An immediate focus of BEPS has been transfer pricing and 
ensuring an appropriate return to relevant entities in a group.  
This is at a time when tax authorities in Asia had started to 
focus on transfer pricing via new regulation, guidelines and 
disclosure requirements.  The overarching expectation is that 
profits will be reported where the economic activities that 
generate them are carried out and where value is created.  
This includes the need for substance in an entity, undertaking 
commercially rational transactions and demonstrating control 
in the entity taking on risk.

What substance does BEPS require?

A treasury centre will need to have people with adequate 
qualifications, experience and knowledge who will form part 
of the decision-making process for the transactions 
undertaken by the treasury centre.  The impact of not having 
this substance may be a challenge if a tax authority takes the 
view that the treasury centre, absent of the important people, 
only warrants a risk-free return.

Increased tax authority scrutiny

Reviews of an entity’s transfer pricing will be facilitated by 
enhanced transfer pricing documentation requirements and, 
in the case of large multinational enterprises there is an 
obligation to file a Country by Country (CbC) Report for each 
jurisdiction in which they do business (including capital, 
number of employees and profit).  The CbC report will be 
used as a risk assessment tool by tax authorities.

What are some of the operational aspects of BEPS 
for treasurers?

Operationally, the location, administration and ultimately, the 
value of the treasury function has to be re-examined.  The 
operating model has to shift from head office “executing” 
transactions via treasury centres to head office “providing 
guidance” on transactions at treasury centres.  The impact of 
BEPS on treasury operations is that there will be a need for 
greater visibility on risk and who bears it in respect of working 
capital management, timing and manner of cash repatriation, 
payments/receipts on behalf of, FX risk management, and the 
overall enterprise liquidity model – financing entities, cash 
pooling, factoring and increasing local funding vs 
intercompany loans for some.  This is where treasury 
technology will play a big part.  In this regard, BEPS is not just 
a tax matter but an overall finance strategic imperative.

What next?

The expected increase in tax audit scrutiny will require a 
systematic approach to ensure that tax and treasury have a 
shared understanding of the tax and BEPS impacts on 
treasury operations and financial objectives. n

Next question:
“What are treasury professionals in Asia doing to mitigate the impact of FX volatility?”

Please send your comments and responses to qa@treasurytoday.com

Michael Velten

Asia Pacific Financial Services 
Industry Tax leader

Deloitte

Benny Koh

Southeast Asia Treasury 
Advisory Leader

Deloitte
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A global appetite for 
eCommerce
eCommerce presents a tremendous opportunity for businesses to tap into new revenue streams 
around the world.  Treasury departments must help their company meet the challenge, with agile 
eCommerce players ready to eat the lunch of anyone who doesn’t keep up.

Did we witness a watershed moment in the development of 
electronic commerce this summer?  Amazon’s announcement 
in June that it was paying US$13.7bn to acquire upmarket US 
grocery chain Whole Foods seems likely to mark an opening 
shot from the world’s biggest online retailer as it moves into 
America’s US$700bn grocery business.

It’s the latest chapter in the expansion of eCommerce, whose 
growth is reflected in the market capitalisation of its biggest 
players.  In 2013 Google was first to hit the figure of 
US$300bn, while Amazon and Facebook climbed above the 
same level in late 2015.  Further growth potential is reflected in 
the fact that while US online buying reached US$395bn last 
year, the figure represented only 11.7% of total US retail sales.

In May this year the elite US$300bn+ group was joined by 
China’s tech giants Alibaba and Tencent, whose Asia Pacific 
home markets offer the potential for huge further growth.  
Potential new members include Chinese internet 
conglomerate and video game company NetEase and search 
engine Baidu, dubbed “the Google of China”.  Each has 
conditioned consumers to expect not only overnight delivery 
of goods but also same-day fulfilment.

Such is the power of these online behemoths that when they 
lobby leaders of the world’s major economies to eliminate 
barriers to digital trade, politicians respond.  At the most 
recent G-20 summit in July, members put eCommerce and 
the internet’s steadily growing impact on the global economy 
top of the agenda.  A central part of their efforts will be 
tougher international and domestic legal frameworks for 
security, privacy and data protection to engender greater trust 
in doing business online.

“We’re now seeing acceleration in the growth of eCommerce 
– even in the relatively developed channels of North America 
and Europe where it is extending into new areas,” says Yory 
Wurmser, Senior Analyst at market researcher eMarketer.  
“Consumers are more willing to go online to buy big-ticket 
items such as furniture as well as groceries; hence the Whole 
Foods acquisition.  US consumers are now taking up the 
concept of doing their weekly grocery shop online.”

eMarketer estimates that while total retail sales globally will 
rise from US$22trn last year to over US$27trn by 2020, 
double-digit growth will push the figure for eCommerce sales 
over the period from US$1.915trn to US$4trn+.  Asia Pacific, 
as the world’s largest retail eCommerce market, will dominate, 
with the region’s total rising from just over US$1trn last year to 
around US$2.725trn by 2020.

An evolving term
So what is generally understood by ‘eCommerce’?  Tom Durkin, 
Managing Director for Digital Channels at Bank of America 
Merrill Lynch believes that in many respects the term has 
become outmoded.  “Basically it refers to all the transactional 
activity that has moved to become an online experience 
although it doesn’t convey the fact that it’s a 24/7 online activity.”

“The concept has steadily shifted to one of mobility, with a 
growing number of consumers using their mobile phone to 
make purchases,” adds Durkin.  “eCommerce via mobiles 
helps to establish more of a personal relationship between the 
buyer and the supplier, with the latter able to develop a better 
understanding of customers.”

Initially, the PC drove eCommerce’s strong organic growth in 
Europe and North America back in the 1990s, as businesses 
and individuals grew increasingly comfortable with transacting 
online.  The emergence of new platforms and social media, such 
as Facebook, opened up previously untapped opportunities.

“Growth has more recently got impetus from tech-savvy 
smartphone and tablet users, particularly in countries with 
logistical challenges, where shopping in traditional bricks-
and-mortar locations can be inconvenient in many areas or 
even unsafe,” says Thomas Lin, Director of Card Product 
Development at Standard Chartered.  “Even in the US many 
of the shopping malls are in decline or closing, while Amazon 
is championing robotic bodies.

“So eCommerce is certainly here to stay, but the distinction 
between mobile and online payments and the traditional 
bricks-and-mortar shops will blur – as will that between online 
and offline transactions.”

For corporate treasurers, eCommerce offers new markets to 
be reached as there are no longer geographical limits, but 
Wurmser adds that it also constitutes a threat if they fail to 
grasp the opportunity.  “Agile eCommerce players are ready 
to eat your lunch if you don’t keep up, so you need a clear 
strategy,” he says.

“Your customers are already online, so treasurers need to 
take a more sophisticated view of sales,” adds Wurmser.  
“The success of eCommerce depends on the strength of 
your analytics – which role does each channel play and how 
much of the company’s overall sales does it generate?”

The underlying element of better analytical data allows a 
supplier to determine, through their customer’s behaviour, 
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where he or she wants to go next, says Durkin.  “Amazon was 
the original pioneer, as evidenced by the buying suggestions it 
regularly sends to customers based on their purchasing 
history – an innovation has steadily been adopted by financial 
services providers and other sectors.

“eCommerce is no longer simply just transaction-oriented but 
is increasingly focused on the supplier keeping one step 
ahead – and we’re still at a fairly early stage of the journey.”

Durkin believes many treasury departments are still working out 
how to navigate their way in this rapidly changing world and 
digitise their workflows.  They can take advantage of processes 
that eliminate inefficiencies, so digitisation is – among other 
benefits – helping to make their cash forecasting more accurate.

“It’s also helping with the establishment of completely new 
businesses, such as Airbnb,” he adds.  “Starbucks has been 
particularly adept at taking full advantage of the rise of mobile 
apps, using it to gain data on its customers and provide them 
with special offers, specific services and other promotional 
activity that keeps them interested.”

APAC’s new consumers
While growth in European and North American markets was 
fairly sedate in the early years, Asian consumers and 
businesses took to eCommerce more readily, says Nick 
Howden, eCommerce Market Management Lead, Treasury 
and Trade Solutions at Citi.  Indeed the size of China’s 
eCommerce market overtook that of the US in 2014 and by 
last year reached an estimated US$749bn.  What’s more, 
while around 88.5% of US citizens have internet access, the 
figure is only around 50% for China’s population of 1.3bn, 
leaving plenty of yet-unfulfilled potential.

“As middle-class populations become more affluent and are 
able to afford the ever-lowering cost of smartphones, more 
people are able to come online and mobile access to the 
internet is the major driver for eCommerce in Asia,” says 
Howden.  “Once they do so, they are able to become a 
consumer – in the sense that they can actually start to 
transact in an online environment.”

“The younger generation has particularly taken to it – many 
are really leapfrogging technology, so they’re moving beyond 
traditional devices into a mobile environment very quickly,” 
adds Howden.  “When you think of a country the size of India, 
the region’s highest growth eCommerce market, reports 
suggest that 64% of its population and 72% of internet users 
are aged under 35 whilst over 300m individuals are online.”

While Asia’s demographics are particularly favourable for 
eCommerce, growth for online sales channels requires a 
greater proportion of its populations accessing basic banking 
products and services.  “Government-backed digital 
programmes are bringing more people online and availing 
banking services to populations for the first time,” adds 
Howden.  “So while we’re making great headway – with India 
leading the charge – in other countries, such as the 
Philippines, Vietnam or Indonesia, you’re looking at 40% or 
50% of the population still without bank accounts.  These 
countries are availing solutions which digitise cash and enable 
online purchases, or consumers may prefer cash-centric 
solutions such as cash on delivery or ATM transfers which are 
after checkout with more friction.  There is a gap between 
card users, bank account holders and smart phone pre-paid 
subscribers which is a target market for eCommerce growth.”

Howden says India’s progress is thanks to a forward-looking 
administration.  Prime Minister Narendra Modi, in office since 
2014, recently spoke of a ‘New India’ within the next five 
years, with digitisation of the economy a key contributor.  
“The government is trying to digitise many of the paper-based 
services that were previously very cumbersome and difficult 
to access – such as pension schemes and state assistance 
for unemployment benefit,” he says.

“Among its initiatives has been signing up some 250m Indians 
for bank accounts, as well as creating new digital platforms 
for cross-border settlements which are common in 
eCommerce businesses.”  These initiatives, in turn, encourage 
banks and third-party providers such as payment aggregators 
and telcos to devise services such as digital wallets – aka the 
e-wallet – enabling consumers to make electronic 
transactions via their tablet or smartphone.

So how can smaller businesses claim a slice of the steadily-
increasing pie?  Howden reports that Citi has seen the more 
agile players dominate a local market by identifying a domestic 
need which needs disruption or creates value, responding with 
a product or service nuanced to reflect that market and 
backing it up with great service.  He cites Indonesia’s motorbike 
taxi booking service Go-Jek as a textbook example.

“Go-Jek took a service that has been around for years – 
roadside hailing a motorbike for transport – and brought it into 
a mobile phone app-based solution.  That works very well in 
Indonesia, where traffic volumes are intense and traditional 
car-based transportation services are more challenging.  By 
taking an existing solution and formalising it, they’ve been 
able to expand beyond their core ride-hailing service into 
about 15 different business lines, including payment services 
to their large and growing user space.  The data they collect 
from the various businesses is very valuable.”

Another steadily-growing business is Travelzoo, an online 
service offering deals on hotels and flights, whose online 
community globally totals 28 million members with around six 
million in the Asia Pacific region.  Its service includes a weekly 
top 20 email newsletter highlighting the best last-minute deals.

Honnus Cheung, Travelzoo’s CFO for Asia Pacific says that 
setting up an ecosystem in a new territory is less of a 
challenge than setting up an e-payments mechanism.  “That’s 
why we negotiate with the local acquiring bank and payment 
processor to accept the local currency.  We also use the 
same agreement to pay our local merchants.  The challenge 
for us is that we have to manage quite a lot of foreign currency 
right now and many of them – particularly the yen or the 
Australian dollar – have been volatile against the US dollar.

“We try to centralise our major currencies by having one 
regional bank, into which we can put the majority of our cash 
balance.”

A further challenge for Travelzoo is identifying the sweet spot 
between efficiency and security in the customer payment 
journey.  “Nowadays, most of the customers expect an efficient 
and convenient online or mobile payment process, especially 
for small value purchases,” says Cheung.  “At the same time 
they also demand that the payment transaction is secure.

“That’s why if the price is a little high – more than US$500 for 
example – as the provider you may need to create a more 
secure mechanism in which to conclude the transaction.  
As a customer and a credit card holder, I want to be provided 
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with better cyber-security and to achieve it I may have 
more patience than to demand that it’s completed in just one 
or two clicks.”

Financial strategy is key
So how should treasurers go about optimising their role in this 
brave new world?  “It’s crucial that treasurers educate 
themselves.  Don’t sit back and watch an eCommerce 
transformation happen through a purely financial perspective,” 
suggests Ken Yontz, Global VP, Transformation Management, 
for product information network 1WorldSync.

“Be strategically involved in the larger business decisions, as 
establishing an eCommerce presence requires devoted 
financial investment.  Treasurers should understand the 
eCommerce tools and technologies in place to make smart 
financial decisions.”

Yontz believes that eCommerce presents obvious valuation 
opportunities for treasurers, as the more that successful 
companies open new channels of revenue, the more they will 
be worth.  eCommerce implementation also provides 

opportunities to explore merger and acquisition strategies, 
digital strategy and value positioning in the finance space.

“However, setting the wrong digital strategy has serious 
financial implications and timing on investments – or lack 
thereof – will severely impact company finances,” he warns.  
“Growing eCommerce capabilities requires a strong financial 
strategy that supports digital commerce transformation.”

How might the market change over the years ahead?  “As 
millennial consumers grow older, they’ll continue to take over 
the market in terms of wallet share,” says Yontz.  “This 
generation grew up with technology in their hands, which is 
quite a shift from the catalogue-browsing, in-store shopping 
generation before them.

“As a result, you can expect the commerce experience to 
become more and more connected in the future, putting 
technology at the core of every customer interaction.  
eCommerce certainly won’t become the only channel to shop 
– there will still always be a need for human interaction in 
commerce – but the experience will become more convenient 
and informed through digital.” n

BMW revs up for its second century
German car giant BMW, which in 2016 celebrated its 100th year in business, has noted customer behaviour changing in 
recent years in favour of digital channels.

“Today’s global reality is that customers research and shop online 24/7 when buying high-end commodity products, 
which includes premium cars and brands such as BMW and the Mini,” says Christina Hepe, corporate and governmental 
affairs and spokesperson for group business and finance communications.

“Customers expect an omnichannel experience, so the collaboration of traditional retail formats and the ever-evolving 
eCommerce formats are an essential backbone for the future of car sales.  So we aim to offer an integrated, premium 
customer experience across different customer touchpoints, including shopping on their smartphone, talking to our BMW 
Genius (an app providing videos and other features on the product range) or collecting their vehicle at a dealership.”

BMW sees the pace of the eCommerce market continuing to accelerate.  “The success of our efforts will be determined 
by the successful combination of online and offline sales,” says Hepe.  “The desire of customers for a more flexible sales 
process is a key factor in our online strategy.  It’s vital to link these contact points so that customers can move seamlessly 
between them; this allows the group to interact with customers in a customised manner, at the appropriate time through 
their preferred channel.

“Every vehicle sold in the UK market for example can now be bought online – from vehicle selection and configuration to 
financing and payment.  Customers can receive individual support from a Product Genius via chat or telephone or by 
contacting the dealer directly.”  BMW is currently reviewing the extent to which the initiative can be rolled out in other 
markets and to other of the group’s brands.  “It’s important to note that what works well in one market cannot necessarily 
be transferred or replicated in another,” notes Hemp.

With BMW i Ventures, set up in 2011, the group has its own venture capital unit for investing in fast-growing technology 
start-ups.  The unit invests in the group’s innovation spectrum under Strategy Number ONE > NEXT, an initiative defining 
BMW’s future goals, which include electric cars and automated driving.  Its remit, says Hemp extends “beyond the 
traditional automotive value chain, from mobility services through vehicle technology to fintech.”  A recent example is its 
investment in Caroobi, which offers a certified garage service, booked online for a fixed price.

What threats and opportunities does eCommerce present for treasurers?  Hemp says that BMW’s group treasury believes 
that new digital formats present great opportunities for improved operational efficiency.  “eCommerce is a growing 
channel and the fastest change is coming from the Asian region, especially China,” she notes.

“One example is the investor communication and interaction for asset-backed security (ABS) transactions in China that, 
besides using email, also happens via WeChat – among the country’s most important social media mobile apps.”

“If we communicate our bond or ABS transactions for example via new eCommerce channels it is more transparent, often 
quicker than conventional communication channels and easier for potential investors to access the information.”
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Managing counterparty risk
Counterparty risk increasingly covers many different types of risk – and many different types of 
counterparty.  How has this area evolved over the last decade, and what techniques can treasurers 
use to manage their risk exposures?

Corporate treasurers are required to manage many different 
types of risk – and one category which has been the focus of 
considerable attention in recent years is that of counterparty risk.  
This is an area which most treasurers will need to consider to 
some extent.  A survey published earlier this year by the 
Association for Financial Professionals (AFP) on the strategic role 
of the treasury found that 49% of respondents played a lead role 
in counterparty risk analysis, with 24% playing a supporting role.

At its most basic level, counterparty risk refers to the risk that a 
counterparty will fail to meet its contractual obligations.  In 
practice, however, this is a broad term which encompasses 
many different types of risk – and, indeed, many different types 
of counterparty.  ES Venkat, Head of Asia Pacific Treasury 
Product Management at Bank of America Merrill Lynch, explains 
that counterparty risk incorporates a number of different 
elements, including financial investments with counterparties, 
bank relationships and relationships with suppliers.

Philipe Jaccard, Head of Liquidity at ANZ, likewise sees 
counterparty risk as a topic affecting many different types of 
relationship.  “Counterparty risk usually refers to financial 
institutions such as banks, insurance companies, broker 
dealers, asset managers, custodians and commodity traders,” 
he says.  “Commercial counterparties should also be included 
since they are the main sources of cash inflows and outflows.”

As such, counterparty risk includes a range of scenarios, 
such as the risk that the failure of a bank could result in the 
loss of a company’s deposits, or that changes to a bank’s 
lending policy could affect the company’s access to financing.  
Likewise, the company could suffer financial loss if the 
counterparty in a derivatives transaction failed to meet its 
obligations.  Where supply chain exposures are concerned, 
disruptions in the supply chain could result in essential 
deliveries being delayed, incomplete or even failing to arrive at 
all – or customers could default on their payments, potentially 
resulting in liquidity problems.

With so many possible scenarios, it should be no surprise that 
counterparty risk is also connected to many other types of 
risk exposure.  “If I look at the categories of risk that 
treasurers are focusing on at the primary level, these include 
credit risk, compliance risk and reputational risk,” says 
Venkat.  “On the secondary level, they also need to consider 
operational risk, strategic risk, liquidity risk and market risk.”

The possibility of an adverse event leading to reputational 
damage is a particular concern for many companies in Asia.  
Aon’s Global Risk Management Survey 2017, which surveyed 
2,000 respondents from public and private companies around 
the world, found that respondents in Asia Pacific ranked 
damage to reputation/brand as their top risk, followed by 
regulatory/legislative changes, increasing competition and 
failure to innovate or meet customer needs.

Changing landscape
Counterparty risk management is notable in that the parameters 
of this topic have shifted considerably over the last decade.  
For one thing, regulatory developments in recent years have 
made compliance risk a greater concern than in the past.  
“Where compliance risk is concerned, the rules are getting 
tighter and the need for transparency is growing,” says Venkat.  
“The amount of due diligence that treasurers need to undertake 
on their counterparties has become enormous, resulting in an 
additional burden.”

More widely, recent years have seen a notable shift in terms of 
the way in which counterparty risk is assessed.  As Jaccard 
points out, “The issues related to counterparty risk have evolved 
over time, and can be divided into pre-global financial crisis and 
Basel III, and post-GFC and Basel III.”  Before the financial crisis 
and Basel III, Jaccard says that counterparty risk was typically 
assessed by rating agencies on a different scale from 
corporates.  “For example, the rating of financial institutions was 
done on the basis of the financial institutions’ quality of capital.  
Settlement risk was usually classified as a systemic risk related 
to a country’s financial infrastructure eg payment systems.”

He adds that at this point, pricing often “glossed out” specific 
counterparty risks.  “Libor was one size fits all and open to 
manipulations,” he adds.  “Control was managed purely in 
terms of limits, not price, and was often loosely enforced and 
only reported at quarter end.”  In addition, Jaccard says that 
liquidity risk did not feature in the assessment of counterparty 
risk – and “liquidity risk arising from commercial activities was 
usually out of scope”.

After the financial crisis
Since the financial crisis and the arrival of Basel III, 
Jaccard says that financial institutions are now more tightly 
regulated by specialised regulators that are focused on a 
segment of the industry.  He points out that the measures 
used by rating agencies to assess financial institutions “have 
been vastly expanded to cover credit, settlement, liquidity 
and regulatory risks”.

Jaccard notes that under Basel III, banks have had to meet 
higher capital requirements and liquidity requirements.  “The 
key measures of liquidity are the coverage ratio, forcing banks 
to maintain a buffer of high quality assets to insure a risk of 
cash outflow,” he says.  “On the flip side of the balance sheet, 
banks must maintain a higher ratio of long-term debt or 
operating account deposits, which are considered as good as 
long-term debt because their operational nature makes them 
hard to move.”  Jaccard adds that various factors are applied 
to operational deposit to assess their stability – “for example, 
retail deposits are assumed to be 100% stable while 
corporate deposits are assumed at only 50%”.
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At the same time, Jaccard says that a number of other 
developments have affected the management of counterparty 
risk since the financial crisis.  For one thing, he notes that 
market-wide pricing such as Libor has not fared well because 
one size no longer fits all.  At the same time, issues such as 
settlement and liquidity risk have become top of mind, with 
liquidity risk now extended to include commercial 
counterparties such as suppliers and customers.

Looking past credit ratings
One issue which came to light following the financial crisis 
was the disadvantage of relying on external credit ratings 
when monitoring bank risk.  As David Blair, an independent 
treasury consultant based in Singapore, points out, the global 
financial crisis “showed us painfully” that credit ratings should 
not be relied upon.  This was particularly underlined by the 
fact that Lehman Brothers maintained an investment grade 
rating until its collapse in 2008.

Subsequently, Blair says that some larger treasuries began to 
do their own credit analysis – but with such large volumes of 
data to analyse, it is unrealistic for smaller treasury teams to 
follow suit.  While some treasurers have focused their attention 
on credit default swap spreads, Blair says that these display a 
level of volatility which is at odds with a treasurer’s need for 
operational effectiveness.  He argues that implied ratings can 
provide a more stable value, noting that these can be readily 
accessed by treasurers who use market data providers.

Despite their limitations, credit ratings continue to play an 
important role in counterparty risk management.  The FIS 
survey found that 92% of treasurers use external credit ratings 
to categorise their banks from a risk standpoint.  However, the 
survey also found that many are adopting a more proactive 
approach, with 68% looking at country/region risk and 58% 
factoring industry into their risk evaluation.

Overcoming the challenges
Managing all of the risks included within the category of 
counterparty risk can be a challenging task.  A survey 
published last year by FIS about treasury risk management 
and regulations found that 56% of respondents indicated 
moderate/severe difficult in the area of managing credit risk to 
commercial counterparties.  Meanwhile, 54% of respondents 
cited difficulties in managing bank counterparty risk.

The way in which counterparty risk is approached will vary for 
different companies depending on their geographical 
footprint, their business model and their banking and 
investment strategy.  When it comes to managing 
counterparty risk, Venkat says there are no shortcuts.  
“Treasurers need to put a robust risk framework and 
governance model in place and then see how they are 
managing each of the relevant categories of risk,” he says.

Venkat points out that treasurers may face internal as well as 
external challenges.  “Internally, it is important to get the 
Board, management and all employees to accept the need for 
a strong risk culture and framework,” he says.  “However, 
selling that idea can be challenging as there are conflicting 
priorities between different departments: sales wants to sell 
more; treasury wants to achieve a higher yield on investments 
and purchasing wants to get the cheapest deals.  It is 
important to get all of these competing priorities on the same 
page within the acceptable risk limits.”

In order to address these challenges effectively, companies 
should have a clear counterparty risk management policy in 
place.  This should define the types of counterparty risk 
exposure incurred by the company and set out how different 
risks should be identified and monitored, as well as defining 
the responsibilities of relevant people within the organisation.  
It should also detail the treasury’s eligible counterparties and 
set out the criteria which any new counterparties will need to 
fulfil before being added to the list.  Parameters may be put in 
place for different types of counterparty.

Managing counterparty risk in practice
Kenneth Ng is Corporate Treasurer at DFS Group, a luxury 
retailer headquartered in Hong Kong.  According to Ng, the 
company has paid more attention to managing its 
counterparty risk since the financial crisis, using daily 
monitoring to keep track of its risks.

As such, DFS Group uses a number of strategies to manage 
its exposures.  “From a funding perspective, DFS limits its 
cash balance with each bank group,” says Ng.  “From an 
operating perspective, DFS diversifies its risk by working with 
different banks simultaneously, and by utilising bank-
independent platforms for forex trading and payment 
services.”  When it comes to overcoming the challenges, Ng 
says, “We need to balance work efficiency and risk exposure 
management.  Clear and frank communication is important 
not only within the company, but also with banks.”

Managing the risks
The diverse nature of counterparty risk means that different 
tools and techniques can be used to mitigate the different 
exposures which come under this umbrella.  For financial 
institution counterparty risk, for example, Jaccard says that 
treasurers need to establish strict counterparty limits for 
assets and liabilities by currencies and jurisdictions.  “These 
need to be maintained all the time, approved by the board 
and monitored daily.”

He points out that treasurers also need to diversify their 
counterparty risk – although this creates a challenge in terms 
of cost, as diversification means that the counterparty will not 
be limited to the lower cost providers.  “Also, this creates a 
challenge with the operational effort of moving assets and 
liabilities to maintain limits.”

Where different types of counterparty risk are concerned, 
Jaccard points out that there are other ways that treasurers 
can mitigate counterparty risk.  “They can expand supply 
chain financing opportunities such as longer-term payments 
from suppliers and shorter terms from customers.  Also, they 
can go beyond cash forecasting to stress their ability to 
survive in a cash crunch, for example the impact of an 
accident for an airline, or running out of supplies.”

Meanwhile, companies can manage the risks associated with 
accounts receivable by undertaking rigorous credit checks 
before extending credit to customers, as well as by monitoring 
any changes in their payment behaviour.  

In conclusion, managing counterparty risk is an important 
element of the treasurer’s role, and one which has become 
more challenging in recent years.  By managing this area 
effectively, treasurers can reduce the risk that a counterparty 
default will result in negative consequences for the company 
– but this requires a proactive and rigorous approach. n
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Trading paper for precision: seizing the 
digital advantage in the trade space

The trade and supply chain space is ripe for disruption in so many ways.  But how can this be achieved 
and to what effect?  ANZ’s trade experts, Michael Lim and Hari Janakiraman, consider digitisation in this 
key function and explore the future prospects.

Some aspects of life just seem to be fixed.  A casual look at the trade and supply chain 
space would reveal a set of underlying processes that haven’t greatly altered over hundreds of 
years.  Paper is still king and the humble fax is still much in evidence as a means of 
sharing documentation.

“Trade is probably about 20 years behind from a technology perspective,” notes Michael Lim, Head 
of Trade & Supply Chain at ANZ.  The chief reasons for this lag, he believes, are more commercial 
than technology-driven.  Progress in most international transactions is largely suffering at the hands 
of an over-populated chain of participants.

The will of so many actors to move forward is yet to create a kind of tipping point but it really ought 
to.  “Given that we still see so much paper in the sector, the opportunity to apply new technologies, 
generate efficiencies and improve the customer experience is huge,” Lim states.

Gathering pace
To be fair, this opportunity has not gone unnoticed and the feeling is that a competitive 
momentum is building.  With an increasing number of fintechs showing interest in this space, 
there is acknowledgement by leading banks and financial institutions (FIs) of the need to adapt to 
the digital agenda to remain relevant, says Hari Janakiraman, Head – Trade & Supply Chain 
Products at ANZ.  “We are seeing more banks investing in technology companies to ensure they 
are in the driver’s seat.”

Indeed, many banks, including ANZ, have a stated objective to promote the digitisation of trade.  
This is generating much more support within these organisations to come up with 
relevant initiatives.

In addition to the impetus given to the trade space by the competitive agenda, there has been 
increasing attention from governmental and regulatory bodies, notes Janakiraman.  There has 
been active interest, support and leadership from stakeholders such as the Monetary Authority of 
Singapore and the Hong Kong Monetary Authority.  This has seen the establishment of a number 
of working groups and initiatives willing to provide seed-funding as a means of stimulating 
involvement in the drive to digitise.

With regulators and major industry participants all pushing in the same direction, it would certainly seem that a collective momentum 
to digitise the trade space is driving progress.  “We are now seeing change in a more productive way,” comments Lim.  “Progress is 
much more organised and a lot of the banks have come to the conclusion that the best way to deliver on the benefits of digitisation is 
to cooperate because the real value is, ultimately, in getting the broadest network of participants.”

Points of progress
In practical terms, the focus on technology has given rise to a number of broad approaches.  Highlighting three in particular, Lim 
acknowledges that the removal of paper will be a key target when it comes to optimising trade processes.

The conversation around distributed ledger, and in particular blockchain, looks increasingly promising in this respect, he notes.  This 
is exemplified by ANZ’s recent blockchain trial that digitised the bank guarantee process for commercial property leasing.  The trial, in 
collaboration with Westpac, IBM and Scentre Group, has proved such a success that it is now being moved through to the pilot 
stage.  However, while distributed ledger technology is going to play a greater part over the next few years, even as industrialised 
flows of data in this space ramp up, Lim feels paper “will be around for quite a while yet”.

Michael Lim
Head of Trade & 
Supply Chain

Hari Janakiraman
Head – Trade & Supply 
Chain Products
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The rise of the third-party platform, although not new per se, is another key development, especially in the supply chain financing 
specialism.  The reason is simple: corporates that are multi-banking across multiple jurisdictions are not interested in managing 
commensurate numbers of banking platforms if they can avoid it.  The role of these platforms in consolidating trade processes is, Lim 
feels, indisputable.

Perhaps one of the more scientific recent developments in the trade space is the application of machine learning.  With computing 
power and data storage having reached a critical mass and affordability, machine learning – where computers understand and 
process without being explicitly programmed – is a distinct possibility in ever more applications.  Its adoption, notes Lim, will help 
trade practitioners on all sides of a deal to be a lot more efficient in capturing, using and automating their existing manual processes 
and data flows.

But it will be the willingness of the various stakeholders to cooperate and keep aside their competitive differences that will truly be 
ground-breaking, says Janakiraman.  The creation of a more open environment has been noted in the last few months as a number of 
banks have announced partnerships and collaborative networks.

But it is the rate of development here that is most interesting.  It looks like technology is both enabling and compelling the banks into 
collaboration.  This is perhaps on the understanding that if partnerships are not agreed between certain players, then certain other players 
who are cooperating will seize the initiative and win the business.  As Lim comments, “If the industry is to evolve, it cannot be done alone”.

Joined-up thinking
Bringing organisations and technologies together to achieve a cohesive end-to-end game-changer for clients will not work without a 
digital strategy.  ANZ’s internal discussions led it to conclude some time ago that customers want self-service, ease of access, a 
transparent and reliable service, fast execution and surety of funding.  Its approach to the digitisation of trade reflects these 
multiple needs.

The efficiencies and the cost savings for the bank will naturally be derived from transformative technologies such as distributed ledger 
and machine learning.  Individually, these can offer a more instantaneous way of doing business over “shuffling bits of paper from 
office to office”, notes Lim.  The provision, for example, of deeper insight for customers through data analysis, is thus a strong 
motivational force to bring them to market.

It is true that these technologies are subject to ongoing development, but even in the interim they can be used to automate selected 
labour-intensive processes.  On the paper reduction side alone, there’s a potential 30% to 50% turnaround time saving for customers.

However, says Lim, as the digital future of these tools becomes reality, and their respective benefits are brought together – just as 
banks must work together – then the real transformation of trade will take place.

One area where the power of combination is yet to be fully revealed is in the Internet of Things (IoT), says Janakiraman.  “We are 
looking at how we can embed RFID/chip technology into various parts of the supply chain to ensure the entire process becomes 
visible to the bank,” he explains.

This would not only eliminate the need to receive paper-based information but, in creating full process visibility for the financier, risk 
management enhancements are achieved.  This has an important customer benefit.

The term ‘RegTech’ has entered the common lexicon in recent months.  Trade has a lot of opportunity to exploit robotic process 
automation (RPA) as a means of harvesting and analysing regulatory data in real time, says Janakiraman.  Better understanding of risk 
equates not only to faster, better and more cost-effective compliance but also, as a result of such efficiencies, the opportunity to 
make improved funding offers for clients.

Visible benefits
Indeed, the overarching benefit of digitisation can be seen in the drive towards greater depth of trade financing across the board.  IoT, 
RegTech and RPA and all the other new technologies can combine to give unprecedented visibility with a positive effect on risk-based 
funding decisions.

But deeper visibility and process improvements also mean funding solutions that were previously only made available for higher value 
transactions (because of their administrative cost), suddenly have commercial viability lower down the value scale.

The availability and tracking of multiple sources of trade data in almost real-time also provides improved opportunities to support 
sustainable finance programmes, where provenance of raw materials, for example, is vital.

This, notes Lim, demonstrates the capacity of big data analytics in tracking every redistribution point, or node, in a supply chain.  
“Once you have that level of data and visibility, it makes it a lot easier for a business to quickly identify where inefficiencies and 
potential losses are taking place.”

Many large and sophisticated corporates have been able to accumulate detailed trade data from counterparties and from banks and 
can use this to provide visibility and analytics across, for example, their accounts payable and receivable.  They might then use this 
insight to match and optimise their use of trade finance facilities.
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This has not commonly been available for smaller to mid-tier corporates and those from emerging countries, especially those with 
multiple banking relationships, says Janakiraman.  As trade data becomes more accessible through the advent of new technologies, 
the benefits enjoyed by the larger corporates will become available to a far wider cross-section of the trade community.  “This will give 
them a level of visibility they have never had before, helping to level the playing field.”

All pull together as a team
In helping corporates make informed decisions on funding and even purchasing, disruptive technologies, and the will of banks to 
cooperate and create a functioning ecosystem for all trade partners, are essential.  But the regulators too must all pull together to 
create the desired global trade proposition.

“There is a lot of work that needs to be done to update regulatory and legal frameworks to support the aims of trade,” suggests 
Janakiraman.  “There are still debates around whether a digitised bill of lading has the same weight as its paper counterpart.  There 
are still debates between certain countries as to what is acceptable as a digital document.  These debates need to move on.”

The ICC is reviewing standards of trade document creation, drilling down for example into what constitutes a digital invoice.  This level 
of granularity is complemented by its push to organise working groups looking at broad policy recommendations for governments 
and regulatory bodies.  With the likes of ANZ fully on board, it is reviewing how digitisation may be best facilitated.  It is also 
considering how its own ICC business rules need to be revamped to encompass the future exchange of digital trade documentation.

The banking community has a reflective task too, says Janakiraman.  Where banks agree to form trade networks, certain anti-
competitive issues may arise.  All such agreements must be conducted with the utmost transparency, he insists.  “It needs to be clear 
to all stakeholders that this is not about forming a cartel but servicing the client and benefiting the community.”

A waiting game
The technologies referred to earlier are in development in the treasury context; they are practicable solutions in the making.  “From 
ANZ’s perspective, we are operating on the expectation that truly commercialised and industrialised digital trade flows will be a reality, 
potentially within three to five years, closer to three,” says Lim.

It is well understood that paper will not be removed from the equation completely, and certainly not within that timeframe.  However, 
Lim believes that there will be a more rapid transition to digital flow in the trade corridors and sectors where proactive government 
and regulatory bodies are working with the industry and financial sector to drive that change.

Here he pays particular attention to the flows in and out of the markets of Singapore and Hong Kong, where the regulatory authorities 
are indeed proactively supporting the digital agenda.  Lim also suggests that advancement will be more notable where there are large 
concentrations of industry players that are prepared to use their scale to both drive progress and materially benefit from the 
efficiencies of digitisation.

ANZ in the real world
Wherever progress is seen, it will be at the invitation of the end-users and not the banks, says Janakiraman.  The broad ANZ policy on 
technology is, he explains, about enhancing the customer experience through self-service, connectivity and speed based around its 
channels’ data-processing efficiency.

It is the ANZ approach that if there is an issue to be resolved, then it will work with a group of customers to find the best solution.  
Under this model, there is no developing a product in isolation and then hoping to find a real-world problem for it to fit.

This understanding sits at the heart of the ANZ approach to the world of trade digitisation.  “We invested our time and resources to 
develop the Distributed Ledger Technology Guarantees Proof of Concept because it solves a genuine customer and industry 
problem,” explains Lim.  “Our aim is to make sure we are focusing on enhancing the customer experience and everything we do is 
designed to deliver for our customers.” n

The efficiencies and the cost savings for the bank will naturally be derived from 
transformative technologies such as distributed ledger and machine learning.  
Individually, these can offer a more instantaneous way of doing business over “shuffling 
bits of paper from office to office”.

Michael Lim, Head of Trade & Supply Chain
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Forging the road ahead
Vincent Liu
Asia Commercial Treasury Leader

Guiding the GE Asia treasury into a new era has been the challenge of a lifetime for Vincent 
Liu, Asia Commercial Treasury Leader at GE.  In this article he details how he has redefined 
the role of treasury within the organisation – and why a combination of people and 
technology has been key to his success.

Operating in approximately 180 countries, General Electric (GE) is a 
diversified infrastructure and financial services company well on its way 
to transforming into a digital industrial company.  The company’s 
products and services range from aircraft engines, power generation 
and oil and gas production equipment to medical imaging, business 
financing and other industrial products.

THE CORPORATE VIEW



When Vincent Liu, Asia Commercial Treasury Leader at GE, is 
riding his motorbike on the dirt roads of Vietnam or through 
the foothills of Nepal, his mind is far from the world of 
corporate treasury.  Travelling on the unkempt roads and 
taking in all the sights and sounds requires a complete focus 
on the road ahead.

Back in the office, Liu approaches corporate treasury with a 
similar focus.  For Liu, treasury should be a business enabler 
which supports the organisation in reaching its strategic 
objectives.  To achieve this, he believes that treasury 
professionals must approach the role with a sense of 
adventure and a willingness to explore all available routes.

Award-winning transformation
Liu has certainly required a sense of adventure since taking 
the helm at GE Capital treasury in Asia in 2013.  The company 
has undergone a monumental shift, pivoting away from 
financial services to become a digital industrial company.

This shift is not just redefining the company; it is also 
redefining the role of treasury.  As a result, Liu’s role has 
changed considerably in recent years.  As he observes: 
“Today I am a change manager as much as a treasurer.”

Indeed, right from the first day he joined GE, Liu was tasked 
with spearheading the regional treasury transformation 
journey.  The objective, he explains, is to create a “smaller, 
nimbler and more impactful treasury that can better support 
the organisation and its customers as it enters a new era”.

To achieve this goal, the team has completed many significant 
projects under Liu’s watch.  These include the creation of a 
pioneering cross-border liquidity structure, implementing a 
single platform solution for all FX payments, enhancing 
working capital efficiency and creating a centralised 
transaction processing centre.

In isolation, each project is impressive.  But for Liu, it is the 
collective value of these projects that really makes the 
difference.  “These changes have forged a contemporary 
treasury organisation that is integrated into the core of GE’s 
business operations,” he says.

Linking up and down
In addition to working on projects to give GE treasury the tools 
needed to support the business, Liu has also adjusted the 
organisational structure of the treasury so that it better 
matches GE’s regional commercial aspirations.  “We have 

taken steps to localise the treasury in the region,” explains Liu.  
“This includes putting treasury staff on the ground in our 
high-growth markets of China, India and the ASEAN region.  
They can then work closely on the ground with the 
businesses, moving at the speed required to win deals.”

These individuals also help elevate the profile of treasury 
amongst GE’s business units, something Liu has been keen 
to do since taking leadership of the team.  This has proved 
vital in ensuring that the role of treasury is not just understood 
but appreciated, as well as helping to align the department 
with the goals of the business.

“It is vitally important for businesses to understand the 
interlinkage between margins, cash flows and balance sheet 
usage, but how to convey that understanding is the key.  
Merely throwing around jargon on capital, liquidity and risk 
management may put business leaders to sleep,” Liu says.  
“A much more productive way is to understand their business 
objectives and explain how treasury can deliver the desired 
commercial outcome.”

Along with keeping his finger on the pulse of what is 
happening across all regional markets, Liu is equally keen for 
Asia treasury to be close to the head office in Connecticut in 
the US with daily phone calls and email exchanges.  “It is just 
as vital to be linked up with the head office as it is to be in 
tune with local markets as they guide the overall strategic 
direction of the group,” he says.  “We must remain a unified 
organisation around the world.”

Gearing up for the challenge
Liu admits that the transformation project has been – and 
continues to be – challenging, not least because the changes 
are taking place while the company continues to operate at 
full capacity.  “It is a bit like fixing a car whilst it is travelling at 
70kmph,” notes Liu.  He is not complaining though.  Liu 
thrives on challenges like these, which is one of the reasons 
why he decided to pursue a career in treasury.

Like many treasurers, Liu began his career as an accountant.  
“This was an easy decision for me,” he says.  “I wasn’t very 
good at arts or science so there were not too many choices 
left.”  In his first role, Liu primarily focused on tax, business 
consultancy and some auditing.  “This gave me a very strong 
foundation in finance, in understanding balance sheets and 
how different businesses make and lose money,” he adds.

After learning the ropes, Liu says he came to a crossroads in 
his career.  When evaluating his options, he decided to pursue 
a career in treasury.  “I picked treasury because it leverages 
the accounting knowledge,” he says.  “But unlike accounting, 
treasury also matched my desire to play a significant role in 
governing the direction of the business.”

Prior to joining GE, Liu spent just under 20 years working in 
the banking treasury, primarily at Morgan Stanley as a 
regional treasurer.  When quizzed on the main difference 
between working in a bank treasury compared with corporate 
treasury, Liu chuckles with one key difference.  “I don’t wear a 
tie at GE,” he jokes.  “And we can see with our very eyes what 
we are financing since we manufacture them.”

Attire aside, Liu notes that there are some subtle differences 
between corporate and bank treasury though.  One is the 
pace of work, due to relatively shorter business cycles in 

One of the challenges of 
corporate treasurers is 
managing the downstream 
impact from banks as they 
need to invest to meet their 
regulatory requirements.
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banking.  Another is the time spent in bank treasury, focusing 
on regulatory compliance with rules such as Dodd-Frank and 
Basel III.  “Corporate treasurers deal with these regulations as 
well, but it is less onerous on this side of the fence,” says Liu.  
“In fact, one of the challenges of corporate treasurers is 
managing the downstream impact from banks as they need to 
invest to meet their regulatory requirements.”

Avoiding surprises
Other regulatory activities can be more arduous, as they have 
a direct impact on corporate treasury operations.  Increasingly 
complex international trade relationships and protectionism 
are driving many regulatory changes.  Despite the challenges 
that these can sometimes pose, he takes a pragmatic view.  
“These challenges are the entrance fee for operating in Asia’s 
high-growth markets,” he says.  “They also keep the job 
interesting.”

Although he appreciates a challenge, Liu says that he is less 
fond of surprises where regulation is involved.  He has 
therefore done all that he can to make sure that regulatory 
changes do not come as a complete surprise.  To achieve 
this, he follows a three-step approach.

First, Liu’s team tracks relevant market and global political 
developments.  “It is these factors that lead to regulatory 
change,” he says.  “Tracking them paints a picture and 
can give some indication as to what may come next in terms 
of regulation.”

When regulatory change does occur, Liu claims that the 
biggest challenge is to stay focused and ascertain what the 
change means for GE’s operations, customers and supply 
chain.  “This requires us to work with our regulatory experts 
and banking partners to judge the impact and then make 
changes to our operations if necessary,” he notes.

The third and final element of Liu’s approach relates to GE’s 
localisation strategy.  “We’d like to think we have the best 
in-country experts,” he says.  “We strive to obtain the listening 
ears of the regulators and in so doing, participate indirectly in 
the rule-formulation.”

People power
At the same time, Liu sees having a strong, talented team as 
crucial to the success of any treasury team.  “A diversified 
workforce is more important than more people.  Having 
competent and commercial-minded people in the team is 
vital,” he says.  “Having the right people in place can solve 
80% of the challenges that you face.”

Well-honed soft skills are something that Liu is especially keen 
to see in his staff.  “Skills that enable one to be a better leader, 
cope with adversaries and communicate effectively are 
critically important for the modern treasurer,” he says.  “These 
are attributes I look for when hiring and I would advise any 
aspiring treasurer to focus on soft skills just as much as the 
technical skills.”

Leveraging technology
In addition to having a talented team, Liu is also keen to 
leverage innovative technology in order to ramp up the 
effectiveness of the treasury department.  “The pace of the 
technological change is unrelenting and is having an immense 

impact,” he says.  “The issue, however, is that technology is 
developing much faster than it takes for universal adaptation.”

For example, Liu bemoans the legacy cross-border payment 
processes.  “As I understand it, digital currencies and the 
blockchain have the potential to revolutionise trade settlement, 
bringing lower costs, faster speed, greater visibility and 
certainty,” he says.  “There are, of course, some regulatory 
and legal issues that need to be ironed out, but I am excited 
by the prospects and hope this is something that the banks 
can bring to fruition sooner rather than later.”

As well as solving legacy challenges like cross-border 
payments, technology can also help solve newer challenges 
like financing the supply chain.  “The landscape of financing 
has changed and corporates are now expected to take up 
some of the slack, supporting both customers and the 
supply chain with finance,” says Liu.  “As a result, we can no 
longer just be concerned with managing our own balance 
sheets – we must also be mindful of those of our suppliers 
and customers.”

Despite all the excitement around new technology, Liu offers a 
word of caution and says that it is crucial that the industry 
work together.  “If new technology is to have the desired 
impact there needs to be some harmonisation in its 
development,” says Liu.  “Banks and fintechs are striving to be 
pioneers and this is great, but without a common set of 
standards the technology landscape will become increasingly 
disparate.  This will create all manner of complexity for the end 
users like ourselves.”

Eyes on the road ahead
Just as he does when touring the world on his motorbike, Liu 
has his eyes firmly on the road ahead in his career.  And Liu is 
reading all the signs that point to the continued prominence of 
corporate treasury within corporations around the world.

“I foresee a bright future for the profession, especially here in 
Hong Kong,” says Liu.  “The territory is already a key global 
financing centre and is well positioned as the super-connector 
for China’s One Belt One Road project.  This will bring more 
providers and users of capital to the territory, building up the 
knowledge base and skill set in Hong Kong.”

This development will also help Liu pursue another passion of 
his: coaching.  “I enjoy people development and have invested 
time and effort in becoming a certified corporate coach,” says 
Liu.  “It is something that I love doing and I hope that I 
contribute to making a difference as China’s new Silk Road 
plans takes off.” n

If new technology is to 
have the desired 
impact there needs to be 
some harmonisation in 
its development.
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The rise and rise of blockchain
Blockchain has become the buzzword in finance.  Why has it captured so much attention, what is 
being done with the technology today and where is it going in the future?  

Blockchain has created a buzz in financial services unlike 
anything else in recent memory.  Since being introduced to 
the technology through the rise of Bitcoin, the industry has 
been awash with talk of blockchain and its potential impact.  
Some see this technology as a cure for all ills; others fear the 
unknown and the disruption it might have.  One thing 
everyone agrees on is that blockchain is here to stay.

In brief, the blockchain is a distributed database that 
irrevocably records and confirms the ownership and transfer 
of a digital asset.  Although this does not sound especially 
exciting, it has the potential to be revolutionary, bringing 
increased transparency, speed, trust and reduced costs in the 
financial ecosystem and beyond.

Despite the promise of blockchain, it would be remiss not to 
highlight that the industry has a long way to go before the 
benefits can be realised.  Legacy processes, technology and 
thinking are not easily changed.  The transformation will 
therefore not occur overnight – but the industry has set a 
course for the road ahead.

The emergence
The story of blockchain begins in 2008, when Satoshi 
Nakamoto, the alias of a still unknown computer programmer, 
pressed the button that unleashed Bitcoin into the world.  This 
was a seminal moment in finance.  The launch of Bitcoin 
highlighted that technology had advanced to a point where a 

fully digital currency could be created and exchanged directly 
from A to B without the involvement of traditional financial 
institutions, central banks or governments.

Yet the initial reaction to this game-changing technology was 
muted outside of the realm of technology enthusiasts.  It was 
not until 2011/12 that Bitcoin began to make the headlines as 
the crypto-currency increased in value and was accepted as a 
method of payment by a limited number of merchants.

From this point on, interest in Bitcoin began to gain 
momentum, due in part to several high-profile negative news 
stories.  These included the use of the currency on the Silk 
Road – an online black market – and the criminal investigation 
into the collapse of Mt. Gox, the largest Bitcoin exchange at 
that time.  Although these stories brought Bitcoin into the 
public consciousness, they may have proved a death knell for 
the ambitions some had for it to replace fiat currencies as 
corporates, banks and other traditional institutions quickly 
moved to distance themselves from the crypto-currency.

As the financial industry moved away from Bitcoin, it quickly 
became apparent that all the attention had been focusing on 
the wrong aspect of this technology.  The most interesting 
opportunity is not in the token of exchange, but in the 
underlying technology that facilitates the exchange.

“This was an eye-opening moment for the industry,” explains 
Anthony Macey, Head of Blockchain R&D at Barclays.  
“Blockchain provides a more efficient and transparent way of 
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exchanging digital assets and this plugs a gap that we all 
knew existed in the digital age of banking.  Once this became 
apparent, we, like many other banks, quickly began to explore 
the improvements the blockchain could drive in financial 
services.  We identified 45 use cases initially, and this very 
quickly expanded to over 100.”

Also important, according to Macey, was the work done by 
fintech companies to expand upon the technology and 
principles of the Bitcoin blockchain to create more advanced 
solutions better suited to the complex nature of financial 
services.  Macey highlights Ethereum as being especially 
innovative as it has enabled logic (smart contacts, for 
example) to run on top of the blockchain, creating a host of 
new opportunities for the banks to build new solutions.

Banks did not begin working overtime on blockchain just 
because of the potential opportunities though; they also did it 
out of fear.  “The emergence of blockchain was the first time 
the banks were really nervous about the disruptive impact of a 
new technology,” says Macey.  “It was clear that it could 
create a new way of working that could potentially eat into 
their margins.  They had to act.”

The rest is very much history.  Today, nearly every bank has a 
blockchain strategy and hundreds of fintechs are exploring a 
seemingly endless array of use cases for the technology.  As a 
result, money continues to pour into blockchain – a total of 
US$1.4bn was invested in blockchain start-ups in 2016, 
according to PwC.  Blockchain is truly a global phenomenon.

The era of exploration
Despite all the talk, blockchain is used very little in financial 
services today, at least on a commercial scale.  The 
technology has therefore had little impact on corporate 
treasury professionals.  Consequently, a degree of blockchain 
lethargy has entered the profession and it is no longer front 
and centre of every discussion.

Discussions relating to blockchain are coming to the fore again, 
however.  Over the past six months, several banks have 
announced the completion of proof of concept (POC) 
experiments and pilots that utilise blockchain technology.  “These 
are exciting developments,” says Paige Penze, Director, Head of 
Business Development in Innovation, Global Transaction Services 
at Bank of America Merrill Lynch (BofAML).  “Completing these 
experiments is helping us properly highlight the benefits of the 
technology and frame the path to commercialisation.”

The recent announcements by the banks also show that they are 
taking a more focused approach to blockchain experimentation.  
In transaction services, the main areas of focus are cross-border 
payments, correspondent banking and trade finance.

In the trade finance space, the banks are having particular 
success.  BofAML, working alongside its client, Microsoft, 
have recently completed a POC for standby letters of credit 
(SLOC) issuance, for example.  The objective was to 
demonstrate that blockchain/smart contracts can streamline 
the inherently paper-based and inefficient SLOC process.

Barclays is another bank using blockchain in the trade finance 
space.  Working with fintech partner Wave, the bank completed 
a blockchain trade finance transaction between Ornua (formerly 
the Irish Dairy Board) and Seychelles Trading Company.  The 
‘world first’ transaction utilised the blockchain to allow all parties 
involved in the transaction to see, transfer title and transmit 
shipping documents and other original trade documentation 
with complete visibility.  “This eliminated many of the issues 
created by the legacy process,” says Macey.  “It really highlights 
the impact this technology can have in this space.”

Cross-border payments is another area earmarked for 
improvement using the blockchain.  Ripple is a fintech that 
has made a big splash in this space through a mixture of 
interesting technology and impressive marketing.  Traditional 
players have reacted in kind, with SWIFT announcing that it 
will be experimenting with blockchain as part of its global 
payment innovation (gpi) initiative.  Banks such as BNP 
Paribas have also announced the completion of successful 
pilot blockchain payment transactions with their clients.

Taking a slightly different approach to blockchain innovation, 
Citi recently launched its ‘bridge to the blockchain’ solution in 
partnership with NASDAQ.  In brief, the solution is essentially 
a protocol that links the ‘traditional’ financial ecosystem to the 
‘new world’ – in this case, NASDAQ’s Linq platform for private 
markets securities.

In Australia, meanwhile, local banks are making good progress 
using blockchain technology.  Commonwealth Bank of 
Australia, for instance, announced earlier this year that it has 
built a blockchain for debt capital markets which has been 
tested by Queensland Treasury Corporation for the issuance of 
semi-government bonds.  The benefit is that it can eliminate 
settlement risk because the solution links the transfer of title 
with the payment, meaning that the transaction is executed and 
settled instantaneously.  Other local lenders, ANZ and 
Westpac, have also successfully used blockchain instead of 
paper for bank guarantees on commercial property leasing.

Building blocks
The next step for all of these projects is full-scale 
commercialisation.  However, there is some way to go before 
this can happen.  Predictions about how long this might be 
range from two years to a decade or more – essentially 
nobody is sure.

A big reason for this is that regulation and law is yet to catch 
up with the technology.  Although there has been some 
progress made in making financial laws and regulations more 
‘digitally native’, there is a long way to go, with some countries 
still not accepting any form of digital documentation.  Without 
regulatory and legal innovation, much of the technological 
evolution will be useless outside of small scale tests like those 
we are seeing today.

It is encouraging to see that some regulations are taking the 
lead.  The Bank of England in the UK, for example, has been 
very interested in exploring and experimenting with 

invested into blockchain start-ups 
in 2016
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IN FOCUS: 

BLOCKCHAIN TECHNOLOGY 
Blockchain (sometimes referred to as a distributed ledger) is a peer-to-peer distributed database that irrevocably 
records and confirms the ownership and transfer of a digital asset.

How it works

Treasury use cases

Someone requests 
a transaction.

Validation
The requested 
transaction is 
broadcast to a P2P 
network consisting 
of computers, 
known as nodes.

The network of nodes 
validates the 
transaction and the 
user’s status using 
known algorithms.

Once verified, the 
transaction is combined 
with other transactions to 
create a new block of 
data for the ledger.

The new block is then added to the 
existing blockchain, in a way that is 
permanent and unalterable.

The transaction 
is complete.

A verified 
transaction 
can involve 
cryptocurrency, 
contracts, 
records or other 
information.

Cross-border payments

There have already been examples 
of cross-border payments that can 
be made quicker, cheaper and 
more efficient using blockchain-
based solutions.

Trade

The processes surrounding global 
trade are being transformed using the 
blockchain.  The technology is looking 
to drive greater speed, transparency 
and reduce risk.

KYC

A number of fintechs are looking 
to use blockchain as a means of 
sharing digital identify, removing a 
lot of the pain currently associated 
with KYC processes. 
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blockchain.  The Monetary Authority of Singapore is another 
progressive regulator, actively embracing blockchain and 
seeing how it can be used to make doing business in the 
country more efficient.

Away from the regulatory and legal issues, there is also the 
question of whether there is a blockchain currently suitable for 
commercialisation.  Paul Thwaite, Head of Transaction 
Services at NatWest and the Royal Bank of Scotland, does 
not think there is.  “There is no blockchain platform that is 
currently considered to be finance or business grade,” he 
says.  “However, the platform evolution evident today 
suggests that we are moving further away from the original 
libertarian Bitcoin blockchain.”

Barclays’ Macey thinks that the Corda platform built by R3 – 
the blockchain consortium – is one of the closest to becoming 
a platform fit for purpose in financial services.  But even when 
such a platform exists, there are challenges for the banks when 
it comes to using it.  “Let us assume that the R3 platform 
works, is scalable and ready to go live – what do you do then?” 
he says.  “You can’t rip out the legacy banking system 
overnight – even minute parts have to be changed slowly.  
A big bank can’t risk any disruption to businesses.  This is the 

biggest risk posed by adopting blockchain and thus is the 
biggest obstacle to large scale commercialisation.”

BofAML’s Penze adds to this point.  “We are not going to 
replace our legacy systems with blockchain overnight,” she 
says.  “It will be a slow and steady process, allowing us to iron 
out any issues before we expose this technology properly to 
our clients.”

What about the cost of all this IT work?  Asks Peter Farley, 
Senior Strategist, Capital Markets at Finastra.  “To adopt 
blockchain in a meaningful way, the banks will need to change 
all the technology in their back offices,” he says.  “This is a big 
issue for many banks, especially the global banks with a large 
monolithic IT stack looking at blockchain as a cost saver.  In 
reality, IT budgets will need to increase before blockchain 
allows them to reduce – if this is possible at all.”

Farley also highlights the sporadic nature of blockchain 
development at present – something reflected by everyone 
Treasury Today Asia interviewed for this article.  “The whole 
ecosystem is very fragmented,” he says.  “This needs to be 
brought under control sooner rather than later, otherwise 
there will be many different systems that exist which will not 
integrate very well, making it hard for blockchain to deliver on 
all its promise.”

More to come…
Despite the challenges that need to be overcome before 
blockchain becomes ubiquitous in the commercial banking 
space, it is likely that this will happen.

But exactly where and how blockchain will be used remains to 
be seen.  An educated guess would be that trade finance will 
be first, with payments to follow soon after.  The impact this 
will have on treasury also remains up for debate.  The hope is 
that it will usher in a brave new world where low-cost, 
automated solutions are the norm.  On the other side of the 
coin, some fear the fragmented development will create an 
even more complex world than the one that exists today.  In 
reality, it is likely to be somewhere in between. n

What timeframe do you most likely expect to see your organisation adopt 
blockchain as part of an in production system/process?

Source: PwC’s Global FinTech Survey 2017.  Base: 578 respondents.

All respondents

Blockchain provides a more 
efficient and transparent way 
of exchanging digital assets 
and this plugs a gap that we all 
knew existed in the digital age 
of banking.

Anthony Macey, Head of Blockchain R&D, 
Barclays
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Griffin Peng
Director of B2B Payment & Financing

The Alibaba Group, a global leader in online and mobile commerce, provides the 
fundamental technology infrastructure and marketing reach to help merchants, brands 
and other businesses that provide products, services and digital content, engage with 
their users and customers through the power of the internet. 

A substantial increase in collection volume created a host of reconciliation issues for Alibaba’s treasury 
department.  A multi-currency virtual account offered by Citi provided a solution to this challenge.

Problem…
Since its launch in 1999, Alibaba.com – the international B2B eCommerce marketplace – has grown exponentially.

Increased collection volume created a challenge for the Alibaba treasury team, whose legacy collections process was manual 
and ill-equipped to deal with such an inflow.  As Griffin Peng, Director of B2B Payment & Financing at Alibaba explains: 
“Traditionally we asked our overseas buyers to send us payment via wire transfer to our account in Hong Kong.  We would then 
manually reconcile these before distributing the funds to the sellers in mainland China.”  The problem with this process, he adds, 
“is that we found it increasingly difficult to match the incoming funds with the buyer’s orders, leading to delays in distributing the 
funds to the sellers”.

Not only did this inefficiency harm Alibaba’s image in the eyes of its sellers, it also increased costs due to the need for more 
manpower.  “We realised that if we were to continue supporting business growth, then we would need an automated solution to 
allow us to reconcile and process these payments quickly and accurately,” says Peng.  “We also wanted to do this without 
changing our customers’ payment experience.”

…Solved
After exploring and evaluating the different products available, Alibaba decided to utilise Citi’s multi-currency Virtual Account 
Solution.  Peng notes that this solution’s ability to automatically match payments with payers, streamlining and automating the 
reconciliation processes, perfectly matched the requirements of Alibaba.

“The solution enables us to assign each buyer a unique virtual account number that is linked to our master account in Hong 
Kong,” he explains.  “The system can then automatically match the payment with the data that we have on the transaction, 
allowing us to automate this process.”  To drive even more efficiency, Alibaba has established host-to-host connectivity with Citi, 
facilitating automated payment initiation to Alibaba’s sellers once the incoming payment is reconciled.

Citi worked closely with Alibaba to customise the solution to meet the company’s unique settlement and reporting requirements 
– the system generates reports every ten minutes.  The bank also helped with the technical integration, linking the virtual accounts 
with Alibaba’s ERP system.  Overall, the whole project was delivered in an impressive three-month period.

During the implementation, Citi also made Alibaba aware of another opportunity to drive greater efficiency and cost savings in its 
collections process.  “Citi suggested that we use ACH direct debits in the US and bulk transfer these over to our Hong Kong 
account,” explains Peng.  “This has reduced our international transaction volume and costs considerably.”

Since going live with Citi’s multi-currency virtual account, the Alibaba treasury team has benefited from improved reconciliation 
rates, leading to time and cost savings.  “In addition, we now have greater control over our cash flow – and payment errors have 
been minimised,” says Peng.  “This has all been achieved without changing our customer’s processes.”

Peng notes that the power of Citi’s multi-currency Virtual Account Solution has been recognised by other parts of the group.  “There is 
a lot of interest in potentially rolling out a similar solution to Alibaba’s other business lines in the future,” concludes Peng. n
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SSCs: operational or value adding?
The shared service centre is evolving to become a value-adding utility for the business.  What does 
this mean for treasury?

The concept of shared service centres (SSCs) is not a new 
one.  For over 30 years, corporates around the world have 
established these centres to consolidate and outsource 
operational tasks – often in low-cost markets – as part of 
broader centralisation projects.  This has allowed them to 
drive economies of scale, increase efficiency and control – 
and, most importantly, reduce operating costs.

The role of the SSC is changing, though.  Forward-thinking 
organisations are beginning to see these centres as more 
than mere cost-saving devices, and are giving them the tools 
needed to become value-adding centres of excellence.  This 
is a trend that is not only redefining the role of the modern 
SSC but is also impacting corporate treasurers.

Origins of the SSC
The first SSCs were created in the late 1980s by European 
multinationals keen to consolidate offshore operational 
processes in areas such as finance and accounting, 
procurement, HR and IT.  These companies had many 
different reasons for establishing SSCs.  Some, for example, 

were looking for economies of scale, while others were chiefly 
interested in improving efficiency and control.

For most companies though, the main goal was to cut costs – 
something that remains a key priority today.  To do this, 
organisations located SSCs in markets with cheap operating and 
labour costs.  To this end, SSCs have been a roaring success, 
helping to cut costs by as much as 70% in some cases.

From a treasury perspective, the first SSCs offered very 
little benefit.  As Karlien Porre, Partner, Treasury Advisory 
Services at Deloitte, explains: “Treasury itself was still an 
emerging function and it was keen to keep its processes in 
house.  Also, the complexity of many treasury tasks, even 
those that are operational in nature, didn’t make it an easy 
function to outsource.”

Centres of excellence
Over time, more treasury back office functions began to shift to 
SSCs.  “Moving some of the operational tasks conducted by 
the treasury to the SSC became a necessity for many treasury 
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teams,” says Porre.  “This is because many departments were 
increasingly being asked to do more with less and simply no 
longer had the time or resources to conduct these tasks.”

As the role of treasury has become more strategic in nature 
– and SSCs have matured – more treasury activity has moved 
to the SSC.  “Today, SSCs are doing more than they ever have 
before, covering everything from liquidity management, 
inter-company netting, accounting, tax and FX to interest rate 
management,” says Sara Castelhano, EMEA Core Cash Head 
at J.P. Morgan.

“What is interesting about this trend is not that SSCs are 
taking on more functions, but that they are increasingly 
responsible for more complex functions,” adds Castelhano.  
“This is part of a broader trend that is seeing business leaders 
look to transform SSCs from processors to value creators and 
giving them the tools and mandate to do this.”

Indeed, Deloitte’s latest Global Shared Services report states 
that the adoption of more complex, knowledge-based 
processes has doubled, or in some cases tripled, since 2013.  
As a result, many SSCs are now much more focused on 
accurate and reliable reporting, cash optimisation and 
reduced error rates.  They are also developing the processes 
and knowledge needed to become a centre of excellence.

Stepping up
By becoming centres of excellence, SSCs can transform into 
what HSBC calls global business service providers.  “These 
are SSCs that have moved beyond simply being reactive to 
the business to ones that are considered as business 
partners,” says Kee Joo Wong, Asia Pacific Regional Head of 
Global Payments and Cash Management at HSBC.  “These 
have increased responsibilities including advisory, analytics 
and full ownership of certain finance and treasury processes.”

For the most part, it is technology that is enabling this 
to happen.  Deloitte’s Porre highlights how companies 
have worked hard over the past decade to modernise and 
drive uniformity in their technological set-up – especially the 
ERP.  “In treasury, the proliferation of cloud-based TMS 
systems has enabled users to access a standardised and 
consistent data set no matter where they are in the world,” 
she says.  “This has boosted the ability for the SSC to develop 
analytical capabilities and better predict the needs of the 
treasury department.”

Leading SSCs are now taking this one step further by 
introducing more innovative technology into the SSC so that 
they can harvest and utilise all this data.  “New technology 
and the application of big data will be a positive disrupter 
underpinning the SSC’s transformation from a processor to a 
value creator,” says HSBC’s Wong.  “We are already seeing 
some of our clients begin to leverage intelligent process 
automation (IPA) by using robotic automation and machine 
learning to mimic the activities once performed by people 
within a SSC.”

Deloitte’s SSC report puts this point into context, highlighting 
that over 50% of organisations are currently using, piloting or 
researching tools that leverage robotic process automation.  
Unsurprisingly, cost cutting remains a big driver for this work, 
with a third of SSC professionals expecting that robotics will 
deliver cost savings of 20% or more.

However, the use of robotics is about more than cost savings.  
The report notes that the technology might “lay the 
groundwork for more advanced cognitive technologies that 
augment or replace the need for human judgment in complex, 
knowledge-based processes”.  This will allow the SSC “to 
efficiently perform higher value tasks and analysis – such 
technologies could lead to fundamental changes in how SSCs 
operate and deliver service to customers”.

Today, SSCs are doing more than they ever have before, covering everything from 
liquidity management, inter-company netting, accounting, tax and FX to interest 
rate management.

Sara Castelhano, EMEA Core Cash Head, J.P. Morgan

How many functions (such as HR or finance) are performed in your largest SSC?

More than 101 2 3-5 6-10

Source: Deloitte, Global Shared Services 2017 Survey Report
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In many cases the banks are leading the way, experimenting 
with innovative technology within their own SSCs.  Citi, for 
instance, talked to Treasury Today Asia earlier this year about 
how it is using optical character recognition (OCR) technology 
to digitise and more readily process the paper-based trade 
documents that it receives.  This is allowing the bank to 
improve its processing and turnaround times and more readily 
share information with its corporate clients.

The use of such technology can also help the SSC protect the 
business better against emerging risks such as cyber-fraud.  
J.P. Morgan’s Castelhano explains that SSCs have already 
gone a long way towards mitigating risk by taking on more 
complex tasks and establishing robust controls around these.  
“If the SSC can have access to a wealth of data and tools to 
analyse this in real-time then they can be even more effective 
in mitigating the risk of cyber-fraud,” she says.  “This is what 
banks have been working on for the past few years and we 
are seeing an increasing focus on cyber controls within 
corporates as well.”

A true treasury value creator
The growing scope and effectiveness of SSCs will clearly have 
an impact on treasury departments.  And with effective 
communication between the treasury and SSC, this impact can 
be very positive.  “The ability for the SSC to support the treasury 
effectively has always been dependent on the communication 
between the two departments,” says Castelhano.  “The need for 
more effective communication will only increase as the SSC 
takes on more treasury activity and operates as a value-adding 
support function to the department.”

HSBC’s Wong agrees, saying that “it is very important that 
treasury and the SSC maintain a close relationship built on 
clear roles and responsibilities, mutual trust and appreciation 

of the true value of the SSC’s role”.  He notes that he recently 
had a conversation with the regional treasurer of a leading 
chemical company, who noted that without the fundamental 
tasks performed by their SSC they would not be able to 
function effectively.  “They rely on the SSC’s regional 
coordination with the various Asia finance and treasury teams 
to consolidate into a single set of data points to execute 
treasury policies,” he says.  “The SSC is recognised as an 
invaluable partner to treasury providing accurate data feed for 
treasury to execute against their positions and policies.”

Other treasurers use the SSC as a global payment centre and 
global reconciliation centre that assists the treasury by 
providing insight into the group’s liquidity position for treasury 
to facilitate the global daily funding requirements.  “The 
accuracy, efficiency of payment and collection processes 
performed by the SSC is the foundation of cash flow 
forecasting work and FX management performed by the 
treasury team,” adds Wong.

An uncertain future
The role of the SSC is changing: it is expanding from the pure 
execution of instructions for basic functions to become 
predictive in nature, offering more sophisticated analytics and 
consultancy to the business.  Through this, SSCs are adding 
increased value to the treasury department by freeing up time 
for staff to focus on strategic matters.

However, it is worth pondering what impact the increasing use 
of robotics, machine learning and AI will have on SSCs in the 
long term and whether the structure will become a completely 
virtual utility.  It is probably too early to predict exactly what 
will happen, but with predictions that robots could take on a 
significant chunk of the work currently done by humans, it is 
not outside the realms of possibility. n

Is your SSC or GBS organisation actively exploring RPA activities?

No, we have not started any RPA research 

Yes, initial research

Yes, planning for initial pilot

Yes, conducted pilot

Yes, single function

Yes, multiple functions

Source: Deloitte, Global Shared Services 2017 Survey Report

42%

24%

14%

12%

4%

4%
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Relentless relevance in a rapidly 
changing world
Rajesh Mehta
Asia Pacific Head, Treasury and Trade Solutions

Just under a year into his role as head of Citi’s Asia Pacific Treasury and Trade Solutions franchise, 
Rajesh Mehta offers his regional insights.  He explains how Asia is entering a new growth phase, 
one that offers a wealth of opportunity for corporates to grow their businesses and revenues.

What have been your initial impressions since 
beginning your new role in Asia Pacific?
Over the past three decades, Asia Pacific has been the 
world’s most dynamic region.  Its dramatic economic growth 
and increasing population have provided corporates with an 
unrivalled opportunity to grow their businesses.  Many 
multinationals have taken full advantage of this opportunity, 
with Asia now accounting for a large portion of revenues.

Today, we stand on the cusp of a new dawn in the region, one 
defined by changing economic, demographic and 
technological forces.  Forces that are unveiling another layer 
of untapped growth potential.

Crucial to this opportunity is the region’s growing middle 
class, with an insatiable appetite for consumer goods, 
technology and services.  This is transforming the global 
consumer landscape and by 2020 we expect that China, India 
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and Indonesia will represent the largest, third largest and 
eighth largest middle-class markets in the world.

Increasing internet usage and the penetration of ever-cheaper 
connected mobile devices are enabling access to this thriving 
consumer base by corporates.  As a result, eCommerce is 
rapidly becoming the primary sales strategy for companies 
seeking to grow in the region.  To put this opportunity into 
perspective, the value of eCommerce here is expected to be 
US$2.6trn by 2020.

To meet the changing needs of Asia’s thriving consumer base, 
multinational corporates are transforming their business 
models as they look to become local players in the markets in 
which they operate.  At the same time, we are seeing Asian 
corporates taking advantage of this opportunity, moving out 
of their home markets and becoming regional and 
multinational champions.

In both cases, Citi is well placed to support corporates’ 
growth ambitions.  Asia is a vital region for the Citi franchise 
and the bank has been active here since 1902.  It has a deep 
presence in all the key markets.  We are therefore equally 
adept at supporting multinational clients with their localisation 
strategies and eCommerce strategies as we are at helping 
emerging Asian champions scale and tackle the challenges of 
doing business across multiple markets.

You mention the challenges of doing business 
across multiple markets.  How do these 
challenges in Asia manifest themselves?
The challenges that many corporates currently face go back 
to the geopolitical changes witnessed over the last few years.  
The world order is changing.  Be this because of Brexit, 
Trump, security issues in the Korean peninsula, or China’s 
increasing geographical influence (for example via overseas 
direct investment and Belt & Road initiative); all have a ripple 
effect that impacts corporates and the real economy.

One of the first areas impacted by geopolitical instability is trade.  
Indeed, since the financial crisis, geopolitical instability has been 
present in every part of the world.  As a result, global trade has 
failed to recover, as many initially thought it would, in the wake of 
the crisis.  Data recently released by the ICC is consistent with 
this trend.  It highlighted that 2016 was the weakest year for 
global trade since the crisis.  The same year also saw half the 
UK population vote for Brexit and the withdrawal from the single 
market, essentially shunning free trade in Europe.

Asian trade is not immune from these global trends, but the 
impact is less acute.  This is primarily because of the large 

volume of intra-Asia trade.  This has forged a dynamic and 
vibrant trading ecosystem encapsulated in the region.  
Intra-Asia trade is also something that we expect to see grow 
in the coming years, despite geopolitical uncertainty, or 
because of it, as corporates diversify and look to take hold of 
opportunities in emerging markets such as Vietnam and 
the Philippines.

The ripple effect of geopolitical instability and economic 
uncertainty is creating challenges for corporates in other 
areas, however.  Most notably, it is forcing regulators in some 
markets to put in temporary measures that stop, or limit, a 
corporate’s ability to repatriate cash.  This has been an issue 
for many of our clients who have grown used to the 
increasingly liberalised nature of markets such as China and 
Malaysia; both of whom have recently retightened 
currency controls.

Volatility in currencies, interest rates and commodities, 
created by the political and economic uncertainty, is also 
creating challenges for corporates.  This volatility is making it 
near-impossible for corporates to accurately predict their cash 
flow, making it hard to ensure that liquidity is available 
where needed.

What is Citi doing to help its clients overcome 
these challenges?
The multi-faceted and constantly evolving nature of these 
challenges means that we have had to redefine what it means 
to be a transaction bank.  No longer can we simply be a 
provider of banking products and services; today we must be 
a partner to our clients, deeply embedded in their operations, 
in every market they choose to operate in.

In practice, this means a few things.  Firstly, we must ensure 
that we provide them with the tools that give them visibility 
over the exposures they face.  Then together we can work in 
partnership to develop solutions and strategies to manage 
these risks.

Second to this, we must make sure that we are a valued 
source of real-time information for our clients.  This is about 
taking our observations, knowledge and insights from all the 
markets that we operate in and serving these up in a 
contextualised and actionable form to our clients.  One of the 
most effective ways that we have done this is to play back the 
data we have on our clients and their peers, to share insights 
on what is industry best practice, and what our clients could 
do to drive greater efficiency and cost savings.  Also, in an 
environment of fast-paced local regulatory change, 
responding to market volatilities and geo-politics, we serve as 
the voice of local nuance.

The objective of these combined actions is to make sure that 
we remain relevant to our client base in this rapidly 
changing environment.

Why is digitisation critical for Citi and what is 
the bank’s digital philosophy?
I firmly believe that this is an unequalled moment in history for 
transaction banking.  A decade on since the financial crisis, 
every bank has recognised the value of this business and the 
value we can bring to our clients.  And today, this value is only 
increasing as we become more deeply embedded in the 
ecosystem of our clients.  To harness this opportunity and 

The multi-faceted and 
constantly evolving nature 
of these challenges means 
that we have had to redefine 
what it means to be a 
transaction bank.
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stay relevant to our clients, we must forge ahead and continue 
to deliver innovative solutions and services.

Our aim is to be a global and simple bank for our clients.  
Digitisation enables this.  That is why it is core to everything 
that we do today.  To achieve these objectives, we are taking 
some lessons from the new generation of technology 
companies, many of whom are our clients.  Although these 
companies operate in a wide-range of sectors, they all have 
four core traits.  They are focused on the client experience, 
they are innovative, they can scale almost infinitely, and they 
are agile, meaning that if something does not work as 
intended, they can pivot to something else.  It is these traits 
that we are embedding into the core of the bank’s culture.

In practice, this philosophy is borne out in several different 
ways.  For instance, we have innovation labs around the 
world, including a dedicated transaction banking lab in 
Singapore.  We very much see these as the bridge to the 
horizon.  The aim of the work in these labs is not to disrupt, 
but to connect the world today with the world of tomorrow.

That does not mean that we are not looking to disrupt 
ourselves by harnessing the ideas of fintechs.  In fact, Citi 
runs and is actively engaged in several accelerator 
programmes where the objective is to innovate and scale at 
pace with partners in the ecosystem.

Advisory is another important part of Citi’s digital strategy.  As 
a bank that has invested heavily in digital technology, we are a 
market leader across all industries.  We want to use our 
expertise to help our clients also become market leaders.  We 
do this by offering them insight into what we have done and 
how the same tools, techniques, and lessons learnt might be 
utilised within their own businesses.

One area that our clients are especially interested in now is 
cyber-security.  In recent months, there have been numerous 
large-scale attacks on enterprises in the region that have 
seriously disrupted business.  To enable them to understand 
this complex space, we are providing advice and holding 
practical sessions around best-practice in cyber-security.  
These sessions are proving especially popular.

What digital products has the bank 
recently launched?
It has been an exciting 12 months at Citi and we have seen 
many long-term projects come to fruition.  For example, in 
February, we published a suite of transaction banking APIs.  
These provide our clients with a modern and innovative way to 
connect with and consume banking services straight from 
their ERP or TMS system.  The power and potential of this 
form of connectivity will only grow.  We aim to publish many 
more of these for different services in the coming year.

Elsewhere, we have solved a common pain point for 
treasurers by digitising the security token required to access 
their corporate bank accounts.  Before, treasurers were 
required to carry a physical hardware token to generate a 
login passcode.  Today, Citi’s MobilePASS solution allows 
treasurers to use their personal mobile devices for secure 
authentication instead.

In another landmark, we launched the first paperless 
cross-border payment solution for corporates in India earlier 
this year.  The solution, created in partnership with the Indian 

government, substantially reduces the time, effort and cost of 
each transaction by facilitating quicker trade payments.

Citi also continues to invest in innovative technology like 
blockchain.  Earlier this year, we commercialised our first 
blockchain solution in partnership with NASDAQ.  This 
pioneering project creates a bridge between the traditional 
financial system and the blockchain.

We are also investing in our back-end processes to enable us 
to better service our clients.  It is early days, but we are 
beginning to leverage things like machine learning, AI, robotics 
and optical character recognition.  We are already seeing the 
benefits that these technologies can offer in improving 
accuracy, reducing cost and providing much faster feedback 
to our clients.  In the future, this will enable the development 
and deployment of new services for our clients.

It is important to mention that, no matter where we are 
investing, our clients are always front of mind.  Increasingly, we 
are leaning on our clients to guide our product development.  
To provide an example of this, recently we showcased ten 
potential solutions to a group of our clients.  We then asked 
them to pick five that would be most useful to them, and we 
have now begun to put these five into development.

How does Citi plan to build on this and 
continue to support its clients in Asia in a 
rapidly evolving world?
Across the world, the role of the treasurer is changing.  They 
are increasingly moving away from being cash managers and 
becoming sales and supply-chain supporters, cyber-risk 
managers, tax experts and most importantly, growth-enablers 
for the business.

Considering these changes, we must continue to adapt the 
products and services we offer so that we may continue to 
drive relentless relevance in a changing world.  Citi is widely 
regarded as the world’s best transaction bank; we must not 
rest on our laurels.  We will, therefore, continue to invest, to 
allow us to deliver data, analytics and insights to our clients in 
real-time, presented in a relevant, contextualised and 
actionable way.  We have made great progress towards this 
goal and will continue to strive towards this goal. n

Across the world, the role of 
the treasurer is changing.  
They are increasingly 
moving away from being 
cash managers and becoming 
sales and supply-chain 
supporters, cyber-risk 
managers, tax experts and 
most importantly, growth-
enablers for the business.
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A quick journey around SWIFT
Few in treasury have not heard of SWIFT.  It’s a complex beast that some say is run by banks for 
banks.  We go back to basics, picking out the key elements and trying to unravel the mysteries of this 
global infrastructure.

SWIFT is a global bank-owned provider of secure financial 
messaging services.  SWIFT has only ever been a messaging 
service: it does not hold funds nor manage accounts on behalf 
of customers.  At its heart is an IP-based closed network 
infrastructure, known as SWIFTNet.  This is a secure messaging 
environment that uses end-to-end encryption and a Public Key 
Infrastructure to ensure authenticity, integrity, confidentiality and 
non-repudiation of every message it handles.

Today, SWIFTNet connects more than 11,000 banking and 
securities organisations, market infrastructures and corporate 
customers in almost every country and territory on the planet.

With a claimed availability level of 99.99%, the platform carries 
standardised messages used, for example, in making payments 
or confirming trades.  SWIFT’s standards group works with 
users to define all message standards.  These not only specify 
the data elements included in messages but also document the 
meaning and format of each element.  The standards also 
specify mandatory and optional elements, message order and 
in some cases the response required by recipients.

Although mostly associated with banks, SWIFT has long 
courted the corporate community as direct users of its 
services.  Initially this was just the largest companies installing 
in-house connectivity but now it is pitching services at the 
midcaps too, having made adoption easier and cheaper.

Messaging services
SWIFTNet incorporates four messaging service variants: FIN, 
InterAct, FileAct and WebAccess.

FIN: FIN enables the exchange, on a message-per-message 
basis, of a wide range of messages formatted with the 
traditional SWIFT MT (message type) standards.  It also 
supports the exchange of proprietary formats between market 
infrastructures and their customers.

InterAct: this is similar to FIN but it enables the exchange of MX 
message types that use the more flexible ISO 20022-based 
XML syntax.

FileAct: FileAct is all about large batch transfers such as bulk 
payment files, very large reports or operational data.

WebAccess: WebAccess allows users to browse securely on 
financial web sites available on SWIFTNet using standard 
internet technologies and protocols.

Joining SWIFT
Corporates have two main options when seeking to access 
SWIFT – SCORE and MA-CUG:

SCORE
The Standardised Corporate Environment (SCORE) has been 
the main model for corporate participation in SWIFT since 2007.  
It is a Closed User Group (CUG) administered by SWIFT.

MA-CUG
Set up in 2001, the Member Administered Closed User Group 
(MA-CUG) was the first model through which corporates were 
able to exchange a broad range of treasury and cash 
management messages via the SWIFT network.  Under this 
model, corporates are required to join a new MA-CUG for 
each bank with which they wish to communicate.

Methods of access
There are three main routes:

Direct access: the technical infrastructure is located at the 
corporate’s offices, requiring substantial up-front investment 
and on-site technical support and expertise for ongoing 
management and maintenance of the connection.

Service bureau (indirect access): hosted and maintained by 
a third party, providing specialist knowledge, full disaster 
recovery and features such as the conversion of messages to 
SWIFT format.

Member/concentrator (indirect access): hosted and 
maintained by a third party offering the same benefits as the 
service bureau model.  However, the member/concentrator 
has to be a SWIFT member and they offer a broader remit of 
services, including administration of the SWIFT contract such 
as registration and receiving SWIFT invoices.

Connecting to the network
SWIFT’s IP virtual private network (VPN) is the key to user 
connection to SWIFTNet.  The required software for 
connecting internal systems to SWIFT and for accessing the 
network can be supplied either directly by SWIFT or via a 
third-party vendor.

SWIFT offers connectivity within its ‘Alliance’ suite.  This 
multi-platform interface provides access to FIN, InterAct and 
FileAct messaging services.  The suite includes the interfaces:

• Alliance Access.  A multi-platform interface that enables 
customers to connect single or multiple destinations to 
SWIFT with maximum automation of system 
management tasks.

• Alliance Entry.  A messaging interface that SWIFT has 
developed for low-volume customers that use a 
single destination.

• Alliance Messaging Hub.  A single integration platform 
for global financial institutions looking to rationalise their 
messaging infrastructure across networks.

Alliance Gateway is the communication interface connecting 
to SWIFT via a single point.  It aims concentrated message 
flows for SWIFT users with medium to high messaging 

32 | treasurytodayasia © September/October 2017

BACK TO BASICS

http://treasurytodayasia.com


volumes via the Alliance Access, Alliance Entry or Alliance 
Messaging Hub interfaces.

Corporate-specific connections
Alliance Lite2.  The easiest way to connect to SWIFT is using 
SWIFT’s cloud-based connectivity solution, Alliance Lite2.  It 
is a smaller upfront investment than direct access but has 
access to all types of SWIFT messages and files.

Alliance Lite2 for Business Applications (L2BA).  This is a 
cloud solution, enabling corporates to combine their own 
SWIFT-ready software – such as cash management solutions, 
treasury management systems, trade and securities platforms 
– with SWIFT connectivity in a single package.  SWIFT runs a 
partner programme for providers offering SWIFT services, as 
well as a ‘SWIFT-ready’ certification (or SWIFT compliance) 
programme for vendors and their offerings.

Customer-hosted connectivity.  Suitable for high traffic 
volumes, allowing connection to SWIFT via Alliance Access or 
Alliance Gateway.

SWIFT the product provider
SWIFT is expanding its portfolio of products all the time, 
mainly to help banks enhance their own transaction banking 
solutions for corporate clients.  These developments focus 
mainly on the following core areas:

Cash management
MT940/942 messages are the standard customer statement 
messages.  Where recipients need more information, in a 
format that suits them, the XML-based ISO 20022 camt (short 
for cash management) messages signal progress.

Anecdotal evidence suggests that, at the moment, there are 
few banks that are able to send camt.052 (account reporting), 
camt.053 (account statement) and camt.054 (credit or debit 
notification) messages.

Mandate management and user identity
SWIFT’s 3SKey secure digital signatory tool provides an 
opportunity for the banks to securely authenticate end-users and 
validate the financial transactions based on individual mandates.

Documentary trade
MT798 messaging standards enable banks to support the 
automation and centralised processing of letters of credit (LC), 
standby LCs, collections and demand guarantees.

Approved payables financing
SWIFT’s Bank Payment Obligation (BPO) supports trade 
settlement using ISO 20022 data structures.

SWIFTRef is a global reference data utility providing reliable 
data sourced directly from its originators in a format 
compatible with ERP systems.  The SWIFTRef platform is 
used to collect, manage and deliver worldwide payments 
reference data for use by over 5,500 financial institutions and 
500 corporates globally.  SWIFTRef data is used to validate 
and check international and domestic payment operations, as 
well as supporting regulatory reporting needs.

KYC
SWIFT’s KYC Registry provides KYC information for 
correspondent banks as well as fund distributors and 

custodians.  Banks contribute an agreed ‘baseline’ set of data 
and documents for validation by SWIFT, which the 
contributors can then share with their counterparties.

Data quality
The Payments Data Quality service checks messages using 
quality verification rules developed by SWIFT in line with 
industry practice and in cooperation with its community.

Standards
MyStandards is a collaborative web application used to 
manage standards definitions and industry usage.  It includes 
the MyStandards Usage Guideline Editor, an offline 
application that allows users to define and maintain their own 
usage guidelines.

The MyStandards Readiness Portal is an online, self-service 
function intended to ease the client on-boarding process for 
financial institutions and their customers.  Even with global 
messaging standards, each bank’s format will differ slightly.  
When a corporate wants to connect with a specific bank, these 
small differences slow the process.  When testing a message 
against a bank specification, any errors or mismatches will 
generate a response that describes what is wrong.  The user 
will then be directed to the relevant field definition in 
MyStandards so that the message can be modified 
accordingly whilst still online and retested straight away.

Most recently…
Launched in December 2015, the global payments innovation 
(gpi) initiative is being billed by SWIFT as creating “the next 
era for correspondent banking”.  With more than 90 banks 
signed up, interest represents more than 75% of SWIFT’s 
cross-border payments traffic.

Essentially gpi is a new multi-lateral service agreement.  It is 
designed to offer corporates the ability to make payments 
with same-day value, obtain transparency over fees, increase 
certainty by offering end-to-end payments tracking, and 
ensure that remittance information is transferred unaltered.

But there is a roadmap for services under gpi, including the 
ability for corporates to request payments through the SWIFT 
network and the capability for banks to stop payments where 
a sender has made an error.  This requires some 
supplementary technology.

In July 2017, SWIFT announced that 22 additional global 
banks had joined its gpi blockchain proof of concept (POC).  
The PoC aims to validate whether the technology can help 
banks monitor, manage and reconcile their international 
nostro accounts in real time.

Currently, real time monitoring is not possible due to lack of 
intraday reporting coverage.  Monitoring the funds in their 
overseas accounts is done via debit and credit updates and 
end-of-day statements.  This work adds cost to cross-border 
payments.  The PoC will test whether distributed ledgers can 
help banks reconcile those nostro accounts more efficiently 
and in real time, lowering costs and operational risk.

Final word
This has been a very quick look at SWIFT’s activities.  It is 
complex and, for corporates uncertain as to how to approach 
it, independent research is essential.  Banking partners, 
technology vendors and service bureaus will all have a view 
that is worth investigating.  The truth is out there. n
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Agile treasury
David Blair has had the privilege and pleasure of working on an Agile software development project 
this year.  He says there were many similarities between this and his time working in small treasury 
teams.  Here are some of his further observations on how Agile relates to treasury.

To me, Agile seems to be primarily a mind-set.  This is 
characterised in the four key values outlined in in the Agile 
Manifesto – a document drawn up based on the combined 
experience of several software developers.  According to the 
Manifesto, Agile is built on:

• Individuals and interactions over processes and tools.

• Working software over comprehensive documentation.

• Customer collaboration over contract negotiation.

• Responding to change over following a plan.

But there are also several common themes across the many 
styles of Agile, including:

• Small (single digit) tight-knit cross-functional teams.

• Efficient communication (eg daily stand ups).

• Short (typically two week) sprints delivering 
working functionality.

• Bite-sized chunks of work for quick delivery.

• Try – sometimes fail – learn.

This way of working was born from the frustration of coders 
with the big project engineering-based approach that was 
previously the default called “waterfall”.  This sequential 
approach to building software can be slow and rigid and can 
sometimes lead to an unsatisfactory outcome for both 
software provider and client.

Agile business
As noted, Agile started as a software development 
methodology, but it is now being adopted by all kinds of 
businesses and is even becoming a management fad.  A quick 
scan of the web will show that marketing, customer service, 
and even audit (which sounds odd but why not?) can be Agile.

In spirit, the desire to be nimble is not new.  Policies and 
processes help ensure consistency but often at the cost of 
corporate sclerosis.

Some banks are embracing this way of working across the 
entire organisation.  Commonwealth Bank of Australia, for 
instance, recently announced that it will be 100% Agile within 
a year.  Dutch lender ING is also undergoing its own Agile 
transformation.  Yet while the desire to be more nimble and 
customer friendly is laudable, it is not clear how this will work 
beyond project teams.  “Agile compliance” sounds like 
an oxymoron!

Agile treasury
For me, one of the joys of treasury has always been working in 
small tight-knit teams.  Of course, there is a downside in 

terms of being under-resourced and over-worked, but small 
teams are inherently nimble (because they have no choice) 
and (I think) more fun.

Another aspect of treasury I enjoy is making things happen 
and delivering results.  Since I am not a very patient person, I 
like to see quick results.  In fact, I need quick results to keep 
me motivated, otherwise I lose interest.  So Agile is an easy 
sell to me – small teams delivering a regular flow of concrete 
results, and responding fast to changing circumstances.

In fact, as I learned more about Agile, I came to see that I have 
been doing (unstructured) Agile for decades – largely by force 
of circumstance and functional necessity.  Based on my 
observations of treasuries I have worked in and with, small 
teams and fast changing requirements are quite typical in all 
but the very largest companies, so I think other treasurers will 
find Agile reasonably comfortable.

Learning from Agile
Even if treasury is great and arguably intrinsically agile, I found 
there is a lot to learn from Agile.  This way of working was an 
early product of this century, and has blossomed in the past 
17 years, producing countless branches, and generating a 
wealth of experience and knowledge – not to mention a whole 
new industry of Agile coaching.

Some of the Agile practices that impressed me include:

• Small teams.

• Sprints and bite-size tasks.

• Velocity.

• Rituals – stand ups and retrospectives.

Small teams
Agile requires nimbleness and dense communication, so it 
works best with small teams.  It is none the less scalable by 
combining small teams (called squads or scrums) into 
larger units.

Spotify built a corporate structure out of Agile teams by 
combining them into tribes (related squads), chapters (cross 
squad groups by skill set), and guilds (cross squad special 
interest groups).  Matrix organisation re-worked for Agile – 
with accountability firmly anchored at the squad level.

Sprints
Agile is characterised by short sprints – usually one or two 
weeks – with concrete and defined deliverables.  Sprints are 
key to Agile’s adaptability; if the work does not satisfy for 
whatever reason only two weeks have been lost, and the 
squad can change tack appropriately.
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Sprints require that work is broken down into small chunks 
that can be done quickly with few people.  This is a great way 
to manage progress and reduce risk.

Velocity
Velocity is a key metric in Agile.  Velocity is the amount of 
work a squad can deliver sustainably within a sprint.  It is 
critical to sprint planning – keeping the team fully loaded but 
not overloaded.  Overloading results in poor quality and 
eventually diminishing returns as motivation flags.

Obviously, treasury has to respond to externalities that are 
often beyond its control, even if some (like quarter ends) are 
predictable.  Nonetheless, the concept of velocity is a useful 
management discipline to rigorously understand the capacity 
of the team.

Rituals
My favourite Agile ritual is the stand-up – a daily ten-minute 
team meeting which is traditionally done standing up to 
prevent people from getting too comfortable and to 
encourage brevity.  A stand up is a concise progress report 
– squad members basically share any blockers (things that 
might stop them delivering within the sprint) and possibly ask 
for help.  Stand ups are strictly process oriented.  Any deeper 
discussion is scheduled for later and normally in a 
smaller subgroup.

Of course, for a few treasurers in a small dealing room, stand 
ups may seem redundant.  It is OK to be agile about Agile but 
I do think that sharing progress across the team is a great 
discipline.  And I have always found that focussed 
communication leads to better and quicker outcomes.

Another Agile ritual that impressed me was the retrospective.  
A retrospective is a squad discussion at the end of each sprint 
about how things went and what can be improved.  The team 
typically looks at things to stop, start and continue doing.  

Retrospectives act as a good prelude to sprint planning which 
is when the team decides what to do in the upcoming sprint.

Integrating Agile
I enjoy working in the Agile methodology.  As noted above, it 
is perhaps more than anything a mind-set.  It has a lot of 
discipline and great risk management, but Agile discipline and 
risk management can appear chaotic to colleagues and 
partners.  Integrating an Agile squad into a non-Agile 
organisation and with non-Agile partners can be hard.

The Agile approach is very nimble which means it is fluid.  Not 
all partners like this.  For example, an external vendor may 
find the fluidity feels like delivery risk to them.  It also requires 
trust, and trust requires understanding, and this is not always 
easy to achieve.  With external partners, the squad also must 
accept that the work may not be specified in the traditional 
detail, and therefore the cost will be variable.  This tends to go 
down badly with procurement colleagues.  These kinds of 
challenges ripple out from Agile teams embedded in 
non-Agile organisations.

Conclusion
It will be clear from the above that I am a fan of Agile.  I have 
really enjoyed working in an Agile team – helped no doubt by 
the quality of my squad mates.  While small treasury teams 
tend to be nimble by necessity, some of the practices the 
Agile community have developed over the past 17 years can 
help anchor treasury agility and make it more robust.

For example, rituals like stand ups may seem unnecessary to 
treasurers who feel they are spontaneously agile.  None the 
less, stand ups can systematise communication that mostly 
occurs naturally, and the structure makes the team more 
accessible for newcomers.  I am suspicious of rituals becoming 
rote process, but properly done stand ups are designed to 
avoid that – if all is going swimmingly, a stand up only takes five 
seconds per person – enough time to say “OK”. n
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Innovation in working 
capital management

The utilisation of big data is allowing 
treasurers to become more strategic and 
construct actionable insights for their 
businesses.  This perhaps is most evident 
in the world of working capital where 
corporates are leveraging the next 
generation of working capital solutions to 
improve their own metrics and ensure the 
sustainability of the supply chain. 

TREASURY PRACTICE

The future of banks

Digital disruption is transforming 
corporate banking services.  At the same 
time, the regulatory fallout from the 
financial crisis is having a profound impact 
on how banks can service their corporate 
customers.  How then can banks balance 
these two priorities to deliver cutting-edge 
solutions to treasurers and fend off the 
threat of new challengers?

BANKING

2017: the year in review

In 2016 the global political landscape was 
put in turmoil.  The upheaval in Europe 
caused by Brexit and the Trump effect in 
the US sparked rife uncertainty.  What 
impact have these two events had on 
interest rates, trade, globalisation, and 
open markets in 2017 and how has the 
corporate treasury universe responded?
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