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“During my studies in Applied Economic Sciences I initially wanted to
specialize in logistics but soon came
to realize that the cash flow and
funding streams behind the logistics interested me more. I therefore
decided to complete my Master’s in
Finance, an in-depth study of financial
and risk management, focusing on the
practical aspect of this field. It was at
a lecture on corporate finance that I
first came into contact with Zanders
and a pleasant introduction inspired
me to apply for a position.
At Zanders you are exposed to a great variety of
companies, people, processes and systems and,
through this, a diverse spectrum of knowledge is
acquired. In this field one has to be alert and adapt
quickly to an ever-changing financial environment.
This is often challenging but on the other hand satisfying and, in addition to this, the working atmosphere is great. However, you have to keep a no-nonsense approach and want to take the initiative.
You are often individually challenged to find solutions but advice and guidance is always at hand from
your colleagues.
At the Zanders office in Belgium I am mainly involved
in the corporate market. In this particular market we
also focus on the improvement and implementation
of treasury related processes and systems. I am currently working together with a number of colleagues
on supplying a blueprint for SAP for a FTSE 100-organization in London. It’s a huge project that will last
several years - very instructive.
After work I try to stay active by being involved in
sport on a regular basis. Most of all, I have a keen
interest in motor cycles and own one myself. In my
daily life I enjoy working at a fast pace, especially
when I am enthusiastic about starting a specific new
project. Through working at Zanders I have learned
to approach things in a structured manner.
Because of the many developments in regulations, I
find it very interesting to be active in treasury. In the
short term I would like to expand my knowledge on
an operational level, so that I may be able to advise
on a strategic level. Helping organizations in the successful execution of a transformation project would
seem like a wonderful challenge for the future.”

Contents
4

Client: Van Lanschot

8

Vision: Credit portfolio management

12 Event: IATA Conference
15 20 years: The road ahead
18 Vision: Savings as a source of financing
20 Expertise: Virtual accounts
22 Short: Zanders Step Challenge
23 Calendar & Short

Zanders Magazine is a quarterly publication by Zanders
Texts: Niels Christern, Floris van Diest, Wouter Dikkers,
Tobias Schaad and Evert de Vries
Chief editor: Niels Christern and Bija Knowles
Translation: Sharon Davis, Fluent in Finance,
Veronica LeRoux and Wilkens c.s.
Photography: De Beeldredaktie, Ton Zonneveld a.o.
DESIGN/PRINT: Dunnebier Print BV
Editorial team: Jaco Boere, Hidde ten Brink, Niels Christern,
Annette Frijns, Rob van Heesch, Arn Knol, Jelmer Lichthart,
Sander van Tol and Bart-Jan Wittenberg
Editorial adress: P.O. box 221, 1400 AE Bussum,
The Netherlands
Telephone: +31 35 692 89 89
Website: www.zanders.eu
ISSN 2214-6970

Foreword

Creativity and analysis:
the frontiers for technology
What are technology’s limits? No sooner is the latest
hi-tech development on the
market or the next one is
already being presented.
In the nineties, a computer
surpassed a real expert for
the first time; then a chess
computer beat chess champion Garry Kasparov.
Also, sectors and occupations which seemed to have
little or nothing to do with technological innovations
cannot avoid the ever-growing intelligence of technology. In the fall of this year, IT giant IBM published an
article on a remarkable computer: one that creates
recipes. It doesn’t cook the meals too, but it can
combine a multitude of flavors to impress the palate.
While chefs carefully compose their recipes by putting
together a few ingredients, Watson, the supercomputer, is able to devise as many as one quintillion - a
1 with 18 zeros - recipes! The system analyzes 35,000
existing recipes with a thousand chemical flavors and
is then able to create combinations and recipes for us
to enjoy. “Creativity is the crowning achievement of
human intelligence,” said Steven Adams, director of
the Watson Group, who then asked if creativity could
in fact be the next step for automation. Moreover, in
2011, Watson won all the TV quiz shows of Jeopardy,
where candidates can win money if they are able to
answer questions quickly and correctly. It remains to

be seen whether or not Watson’s impressive versatility can make it a good cook!
It does, however, raise the question of whether we in
our field of expertise will be overtaken by the reasoning and creative abilities of a new Watson. In our
daily work we have become increasingly dependent
on computers, which allow us to understand financial
models in a short space of time. The decisions we
make nowadays are made simple and easy to operate
with the aid of a computer. We use all kinds of models
- cash flow forecasting models, financial risk models using quantitative data. Yet, the interpretation of the
findings remain a ‘human effort’.
Now imagine if this could also be automated, in other
words, if we could incorporate qualitative aspects
with computer-based decision making. Computer models that can select optimal funding strategies based
on the outcome of long-term budgets and cash flow
models, combining this knowledge with availability of
liquidity, pricing and terms & conditions in different
markets and understanding the complexities of wallet
distribution.
Is this something we can only dream about or will we
too one day be able to develop these decision-making
or supporting models? Perhaps in a few years we
will know and maybe by that time we may also have
the software to write the perfect preface for Zanders
Magazine, based on the interest of our readers and
current news and developments.
Sander van Tol
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Client

All energy into
private banking
At more than 275 years old, Van Lanschot is the oldest independent private bank
in the Netherlands. With an eye on the rapidly changing market, last year the
bank decided to change its strategy. Evi Van Lanschot is now the young face of
the oldest bank and is focusing on the wealthy client of the future.
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Martijn van Oort

2013 was an important turning point in Van Lanschot’s development. Under Karl Guha, the new
CEO, the bank implemented its new strategy for
the coming five years based on three key points:
focus, simplification and growth. “Focus means that
we concentrate on what we are really good at, i.e.,
the retention and growth of our clients’ capital”,
explains Martin Van Oort, Van Lanschot’s financial
risk management director. “Over the past few years
we have increasingly become a ‘small large bank’,
with a business banking portfolio. As a result of
consolidation in the sector, this will be scaled down
even more. As a specialist and independent wealth
manager, we think we can really make a difference
for our clients.”

Customers also wanted simpler and more transparent products. “And we want to extend this line
through our organization, in our IT systems and in
operations – it has to be simpler and more efficient,”
Van Oort continues. “That means rigorous internal
reorganization in order to serve our clients in the
best possible way. The growth we strive for has to
come from the capital management area.”

Synergy with Kempen
Van Lanschot and Kempen are strong labels, which
enables the bank to offer a combination of private
banking, asset management and merchant banking.
“This offers clients huge advantages; they enjoy an
even more tailor-made service,” says Van Oort.
The bank’s changed service concept is particularly
visible from the outside. For the personal banking
segment, Evi Van Lanschot is a clear proposition targeting starters on the capital markets. With the idea
that there is private banking potential present, Evi’s
entry threshold is much lower. Van Oort says: “Medical specialists and business professionals have differing requirements over the course of their careers
and we can assist them in the best possible way over
the whole cycle. The Evi bid is going very well; in the
Netherlands and Belgium we have approximately
€ 1 billion in savings and managed capital.”
At the same time, clients who currently belong to
the personal bank but who require private banking
services, can – if they pay for it – choose this option.
Finally, the bank has a Private Office for extremely
wealthy clients. “They too of course profit from the

synergy between Van Lanschot and Kempen,” adds
Van Oort.
Van Lanschot is parting company with another
section of the bank – the corporate banking portfolio, which includes commercial real estate financing.

“We hear more often that people would
like to work for Van Lanschot”

Evi Van Lanschot, an
online proposition
targeting starters
on the capital

“We will do that in a respectable and professional
manner. By winding down slowly but retaining service levels, losses can be minimized and clients will
have enough time to get a new roof over their heads.
Running down this portfolio is going according to
plan. We are taking leave of something which no longer fits in with our new strategy and we are putting a
lot of effort into private banking. This gives direction
and clarity to all of our stakeholders”.

markets, resulted in
approximately
€ 1 billion in savings
and managed capital
in the Netherlands
and Belgium.

Shorter lines
All of the bank’s departments are occupied with
change. “It‘s going well. The shop is open during the
reconstruction phase and so customer experience
should also stay at a good level. Even the balance

sheet ratios – solvability and liquidity – which are so
important for the bank, are ahead of our anticipated
long range targets.”
The bank’s culture is changing as well: the traditional bank, where change sometimes appears to be
dragging its feet, is becoming younger and more
modern. Van Oort explains: “The Evi customer needs
a transparent digital service, preferably with a handy
fancy app on their mobile. You can see that the bank
is also changing in that respect into one with a dynamic culture. For professionals who embrace change
it’s a really great and exciting time. We hear more
often that people would like to work for Van Lanschot since so much is happening and we are in the
thick of it. Lines are shorter and your ideas have an
impact. The fact that it is going well on the personnel front is, of course, important as after all, it is the
people who make the bank.”
Parallel to strategy changes the bank is also investing a good deal in specialist staff functions. Last
year it was decided to revise the bank’s risk management; as of March 2013 Van Oort is in charge
of a new department - Financial Risk Management.
The creation of this department, which was an
amalgamation of various teams, was the first step
towards further professionalizing risk management.
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“This second-line department is responsible for
consolidated financial risk management within the
bank”, he explains. “Besides setting limits and the
integral monitoring of the bank’s risk position, this
department is also a negotiating partner and advisor
to the bank’s senior management.” The department
is made up of a group of young and highly educated
professionals who are extremely driven. Van Oort
adds: “Our traineeships contribute a great deal to
recruitment and internal dynamism.”

Forecasting
It is important that the bank is now capable of looking ahead to future developments with the use of
forecasting tools. “The classic risk management
function of monitoring, reporting and, if necessary, adjusting risk is possible using models and
systems, but the world is changing fast – that is a
huge challenge,” says Van Oort. “In addition there
is a mountain of rules and regulations that continue
to descend on us and which has a great influence on
the playing field. As a bank you have to be more and
more critical of the various balance sheet components. Partly because of the low interest rates it
depends on basis points and it is essential to look
ahead using various scenarios to see what the impact on the balance sheet ratios and profit could be.
The basic model Van Lanschot deployed has to be
developed still further, last but not least because
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Jelmer Lichthart and
Martijn van Oort

of the implementation of Basel III. Therefore as of
2013 the development of a new forecasting tool was
initiated which generates an integrated capital and
liquidity forecast based on the expected balance
sheet developments. “Zanders made an important
contribution here. The good thing about Zanders is
that they are real specialists with insight and a lot
of practical knowhow. But their pragmatic approach
also appealed to me. It has resulted in a tool where
we can detail the expected development of core
ratios and where we can easily and quickly analyze
the impact of mitigating measures on these ratios,”

“The quality of the banks’ buffers
has never been so high”
Van Oort says. “We are going to continue fine-tuning
the good foundations we now have and by constantly carrying out back tests we can see if the forecasts
tie in sufficiently. Where necessary, we will adapt
the tool. After that we will further integrate the
tool with our ALM systems.”

A more complicated playing field
Van Lanschot is listed on the stock exchange but
a large proportion of the shares belong to large
financial institutions. “We are active in the capi-

tal markets and rating agencies look critically at
how our ratios develop and how we cope with risk
management. The playing field has become more
complicated and the supervisory body also makes its
presence felt. Shareholders are of course critical and
look at our figures differently to how they did in the
past.”

“The strategy we have set out
provides a clear answer to how we
see ourselves in the future”
The question is whether or not the rapid regulation
changes have not overshot their goal in some areas.
Van Oort adds: “You see that in the current lending
climate: the required growth of capital buffers puts
the brakes on possible lending. A new balance has
to be found. Extra regulations were necessary, but
the amount and complexity of these regulations results in higher costs. Banks’ buffers have increased
enormously and also the quality of these buffers has
never been so high. The AQR (Asset Quality Review)
has confirmed that most banks are on track on this
point. Last year it was clear that this was also true of
Van Lanschot.”
The rating agencies have recently reconfirmed
Van Lanschot’s rating, and S&P has upgraded its
‘negative outlook’ to ‘stable’. This is a clear sign that
Van Lanschot is on the right track. “It is still closely
monitoring the execution of the strategy, in which
profitability will be an important factor. Wealth management strategy implies that the interest company

reduces in value but is compensated for by increased
commissions. In the meantime we have to maintain
our healthy capital and liquidity position. Over the
next few years we will have to prove that the new
strategy has been a success.”
7

Excellent
In the new banking territory, Van Lanschot, with its
new strategy, is focusing more than ever on the customer. “Customer satisfaction is up there on top, as
it is a very competitive business and for our bank it
is essential for us to be an excellent service provider
and offer customer value. The strategy we have set
out provides a clear answer to how we see ourselves
in the future. Within the field of risk management
and ALM we are looking for professionals who feel at
home in a specialistic and dynamic private bank. The
added value of our department is to be a sparring
partner and advisor to the bank, all the while keeping in mind our penchant for discerning risk. That is
a role which will develop along those lines. With all
these changes we have a wonderful challenging time
ahead of us.”

Would you like to know more
about forecasting tools?
Please contact Jelmer Lichthart
via j.lichthart@zanders.eu
or +31 35 692 89 8

Vision

The corporate road to credit
portfolio management
According to Intrum Justitia, bad debts of more than € 350 billion were written off in
Europe in 2013, which is around three percent of all outstanding transactions. Internal
research into Dutch companies with debtor portfolios in excess of € 250 million reveals
that some companies have had to write off up to 10 percent of their net result on their
customers. According to some estimates, around 25 percent of companies actually go
bankrupt due to bad debt losses alone. It is with good reason that many annual reports
state that credit risks are often the biggest threat to business continuity. In this article,
we explain our approach to credit risk management for corporates.
8

As well as weakening companies’ credit ratings,
high bad debt losses are also a factor in the disintermediation of banks that has begun in recent years.
This development is due in part to more stringent
balance sheet requirements for banks, such as those
imposed by the impending Basel III agreement. The
real sector is now increasingly self-financed as a result, which means that, at many companies, working
capital is actually higher than it was a number of
years ago. As a consequence of this, debtor risks are
increasing. Further professionalization of credit risk
management is therefore very important.

the first step towards effective credit portfolio
management. The first thing to consider is linking
credit limits to individual companies’ credit ratings.
At portfolio level, concentration risks for each class
of rating, industry and country can be used for
steering purposes.
The landscape is rather uneven on the whole: disparate in terms of stage, industry and country and
the pace of implementation. Often, lots of different
departments are responsible for the execution:
treasury, local business units, working capital,
finance, credit risk, etc. although there is a
general trend towards more central coordination.

Uneven landscape
A company’s financial continuity is contingent on its
profitability, solvency and liquidity. Consistent and
transparent credit risk management that proactively supports sales is therefore critically important.
Often, however, risk management is reactive and
aimed primarily at collecting outstanding accounts
receivable - which is of course extremely important,
but the approach is not sufficiently proactive in
terms of seeking to acquire solid, healthy customers.
Implementing and correctly using credit ratings is

The tools
Good credit management requires good tools.
A growing number of large corporates use rating
models to measure credit risks. Usually, a rating
model is based on a financial analysis and a
business analysis. The financial analysis looks at
quantitative variables relating to the customer’s
business activities, liquidity, capital structure and
debt service. The values of the financial ratios are
often compared with those for the business sector

in which the company operates. The business analysis may cover various qualitative factors, such as the
quality of the management, track record, accounting
risk, industry prospects, etc. Unlike rating models,
scoring models merely involve a basic financial
analysis.
The resulting rating is directly linked to a PD (Probability of Default): the likelihood of non-payment
measured in percent, or the likelihood that a borrower will default within a period of one year. If the

EAD (Exposure at Default: the expected outstanding
amount at default) and LGD (Loss Given Default:
the expected loss as a percentage of the EAD in the
event that the company is in default, dependent in
part on any conditions and collateral) are also used
in the analysis, this is known as a best-in-class approach.
The Expected Loss on an outstanding debtor is then
the product of these three parameters; see example
1 in the box. The following paragraph explains how
these tools and parameters are used.
Go

Example 1:
A debtor with a rating of BBB3 has a PD of
0.44% on the Zanders PD rating scale. If the EAD
estimate is €500,000 and no collateral has been
furnished (i.e. LGD is 100%), the Expected Loss is
€2,200.

Example 2:
In country “X”, the maximum exposure is €100
million; for industry “Y” it is €20 million; and for
rating class “BB” it is €5 million.

Yes, but

No, provided

25%
20%
Counterparties
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15%
Defaults
10%
5%
0%
AA

A1

A2

A3 BBB1 BBB2 BBB3 BB1 BB2 BB3 B1

B2

B3

C

Figure 1

Example 3:
Figure 1 illustrates how one of our clients uses
ratings in the sales process. The portfolio
concerned comprises more than 60,000 companies whose ratings are regularly updated. The
horizontal axis represents the ratings ranging
from very strong (AA) to very weak (C). The
vertical axis shows the percentage distribution of
customers, including defaults (dark green bar) for
each rating class, over those rating classes. The
top bar shows the decisions made (“Go”, “Yes,
but” and “No, provided”). With a rating of B1 or
weaker, limits may still be considered due to the
mere presence of collateral (guarantees, credit
insurance) and conditions (discounts, payment
terms). For better ratings, collateral and conditions are relaxed or omitted. Weak companies are
closely monitored. This system relies on efficient
and transparent interplay between sales and risk
management.

Interplay
The key requirement is effective interplay between
sales and risk. This can be illustrated by means of
the credit cycle (see figure 2). In this combination,
credit ratings can be applied in all kinds of ways to
promote sustainable sales, a healthy debtor portfolio and improved working capital.

Credit cycle

RAROS
Risk Adjusted
Return on
Sales

Product Planning

Collection

Provisions
Recovery
Redemption
Impairment

 

Credit Ratings
&
Credit Risk
Management

 

Origination

Account
Maintenance

Figure 2

Product planning
Firstly, ratings can be used when launching new products. This involves determining, for instance, which
credit limits will be used in the credit cycle for each
country, industry and rating class; see example 2 in
the box on page 9. In a product range, the manner
in which risk management supports sales in every
phase of the cycle is meticulously defined.
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Origination
When attracting new customers, credit ratings serve
as a prospect filter. Selection at the gate is important
in order to build a healthy debtor’s ledger. Account
managers pay sales visits with preset credit limits,
which enhances efficiency. Potential risks can be contained in advance by stipulating collateral and conditions, such as payment terms, in line with industry
practice; see example 3 in the box on page 9.
One advanced approach is to include other financial
risks in the prospect filter, as well as quantifying
the credit risk. An example of this is RaRoS – Risk
adjusted Return on Sales – whereby an implicit price
is calculated for all financial risk categories which,
combined with COGS (Cost Of Goods Sold), results in
a risk-adjusted profit margin.
Account maintenance
Because ratings are updated annually, the existing
debtor portfolio can then be closely monitored and
managed. Negative rating migrations serve as early
warnings. Credit limits can be promptly revised
downwards and, if necessary, collateral and conditions can be tightened up. Conversely, an improvement may be cause to increase limits. Another option
is to use concentration limits, which can be adjusted
if necessary for certain industries or countries. A
portfolio management dashboard enables the company to make timely adjustments.
Collection
With collections, ratings can be used to determine
the tempo and techniques used when collecting
debts for each debtor and for each industry.

This is often done on the basis of aging criteria.
Further analysis on the basis of Expected Loss
supports the prioritization process and, ultimately,
helps reduce loan losses. This parameter can also
be included in the selection and “price” in the event
that debts are transferred to a collection agency.

New rules
Over the next few years, once it has been approved
by the European Union, IFRS 9 is expected to be
introduced in stages for banks and all listed companies in Europe. This means that, from that date,
provisions for accounts receivable must be based on
the aforementioned Expected Loss model rather than
the current Incurred Loss model. In the latter model,
loan losses often come to light too infrequently and
too late, a lesson taught by the credit crisis. Implementing the new model will have a major impact,
including on balance sheet ratios.
What’s more, it will make for better alignment
between risk and finance. Annual figures will soon
present a more accurate picture of the underlying
risks. It is vital to prepare early for the new rules in a
different landscape.

Performance
Implementing and using credit ratings is the first
step towards credit portfolio management. Another,
equally important step is determining whether the
rating models are fulfilling expectations. Particularly
when large numbers of customers are involved, it is
necessary - and financially worthwhile - to validate
models annually in light of their actual performance.
An analysis based on back-testing ratings against
actual defaults yields essential information that can
be used to improve the model’s performance.
Statistical tests can be carried out into aspects such
as discriminating power (is there sufficient granularity, are customers with low credit ratings singled
out?) and calibration: are the realized defaults (RDs)
close to the expected PDs? A reliable model benefits
the interplay between sales and risk.

The ultimate goal
Implementing a credit portfolio management framework helps reduce debtor losses, create greater
consistency and transparency between sales and
risk and improve speed and accuracy in business
processes. It also translates into healthier turnover,
lower operational costs, improved working capital
and - ultimately - better business continuity.

Zanders Rating Advisory
Zanders Rating Advisory is aimed at financial
institutions, corporates and the public sector.
It provides the following services:
• The EAGLE corporate rating model, in partnership with Bureau van Dijk, linked to a financial
database of more than 130 million companies
worldwide. The FALCON scoring tool, also
developed with Bureau van Dijk.
• Implementation of various types of rating
models for rating SMEs, trade and commodity
finance, project finance, etc.
• Transparent rating reports with peer and
scenario analyses with respect to the rating of a
company, bank, hospital, housing corporation,
etc. The reports are used for a variety of
purposes, including financing applications.
• Validation of rating models.
• Portfolio management dashboard.
• Implementation of rating systems and processes.

If you have any questions or would like
to know more about credit ratings and
portfolio management, contact
Evert de Vries via e.de.vries@zanders.eu
or +31 35 692 89 89.
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Events

Zanders presented a benchmarking study at the
IATA World Financial Symposium in Abu Dhabi
12

Treasury technology
in the airline industry:
ready for take-off?
Sir Richard Branson once said: “If you want to be a millionaire, start with a billion
dollars and launch a new airline.” Although this statement might be an exaggeration,
the airline industry has continuously struggled to achieve financial health in recent
years. Despite impressive growth rates over the past decades, airlines have
(on average) not come close to returning the cost of capital.

The disappointing return on capital costs is mainly
caused by structural deficits airlines inherited from
the days of heavy regulation while, in the meantime,
low-cost airlines have completely reshaped the industry. The emergence of new players from the Middle
East as well as sky-high fuel prices were the most
recent ingredient in the current challenges facing
the industry.
Together with the International Air Transport Association (IATA), Zanders recently conducted a
benchmarking study specifically focusing on treasury
technology within the airline industry. The aim of the
benchmarking study was to evaluate how technology, a major enabler for efficient treasury operations, is applied within airline treasuries in order to
support mastering the key challenges. In particular,
the study investigated whether the trend witnessed in many other sectors, of leveraging technology
throughout the whole treasury organization, is also
present in airlines. This offers the substantial benefit
of streamlining and simplifying the IT landscape
while achieving maximum integration.

In total, 56 airlines were surveyed and there was
considerable diversity within the sample group with
regards to geographical representation and size of
the company. The key results were presented by
Zanders to airlines and its business partners at the
IATA World Financial Symposium, an annual gathering of finance executives. The very demanding
business environment has direct implications for the
daily work of airline treasuries.

Cash is both king and emperor
Forty-seven per cent of the airlines indicated that
they don’t have a dedicated treasury management
system (TMS) in place. The most widely used TMS
in the airline industry is still MS Excel, implying inefficient and error-prone, manual processes. For those
who have a system, the treasury modules of the ERP
providers (SAP, Oracle/Peoplesoft etc.) are the frontrunners with 38% market share. Of the best-of-breed
systems, SunGard is the largest player in the airline
industry with 16% of overall market share. None of
the other vendors has more than 8% market share,
indicating that despite the recent consolidation, the
vendor landscape is still relatively fragmented.
The survey also looked into several core treasury
processes. Cash in the airline industry is not only
king but emperor as well, placing cash management
very high up on every treasurer’s agenda. There
is room for improvement in multiple areas: cash
pool structures, used by 59% of the airlines, are
predominantly bank-administered. They are often
subject to manual interventions and lack control
from the customer’s side. While 89% of surveyed
airlines perform cash flow forecasting, only 17%
integrate this process into their existing ERP
treasury or TMS. The vast majority, 74%, still use
MS Excel as their main cash flow forecasting tool.
External payments, either commercial or treasury,
are only in 47% of the cases managed out of the
TMS or ERP treasury. Best-in class treasuries
aim to integrate all of the above cash & liquidity
management processes into their existing TMS
or ERP Treasury environment, allowing maximum
automation with minimal interfaces.
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Managing the risks
Requirements towards risk management are higher
at airlines when compared to other industries. This is
mainly due to the fact that airlines typically operate
in a wide range of countries and regions, resulting
in complex foreign currency portfolios to manage.
Furthermore, commodity price risk, which is mostly
fuel in the context of airlines, accounts for up to 40%
of the operating costs while the financing structures
are often long-term, requiring a tighter interest rate

risk management approach. The survey has shown
that these financial risks are often managed outside
the existing TMS or ERP Treasury landscape. For
example, 54% of airlines who manage commodity
price risk don’t have any system support or use MS
Excel. Only 14% manage this risk within the existing
ERP Treasury or TMS, while the rest rely on specialized standalone systems. This also implies that
existing TMS or ERP treasuries do not fully meet the
complex risk management needs of airlines.

Limited technology
Corporate finance, another core process for airline
treasuries, is the least relevant in terms of treasury
technology. This is because those activities, such
as funding the balance sheet through the capital
markets or the supply chain, offer less potential for
automation. Technology is often limited to support
back-office tasks, for example covenant calculations
or headroom analysis.
14

In terms of bank connectivity, technology has become much more advanced and accessible in recent
years. Nevertheless, the survey revealed that less
than 10% of the airlines make use of SWIFT, which is
typically considered to be best-practice as it offers
a single, bank agnostic connection with banking
partners.
In order to future-proof treasury operations, sound
and robust treasury technology is a key requirement.
This benchmarking study has shown that airlines
have not yet unlocked their full potential. Therefore, it is very likely that airlines continue to invest
in treasury technology in an effort to become more
efficient and meet the challenging business requirements in order to (hopefully) disprove Sir Richard
Branson’s statement in the future.

Would you like to know more about
benchmarking studies?
Please contact Christoph Feddern:
c.feddern@zanders.eu
or +41 44 577 70 10.

20 years

Zanders at 20: the road ahead

The beneﬁts of being agile
This year marks Zanders’ 20th anniversary.
In the last three editions of this year, we have looked
back at the years during which the company evolved
into the leading consulting firm with broad financial
expertise that it is today. In this edition, on behalf of the company,
managing partner Sander van Tol takes a look at the road ahead.

“

We will continue working in a dynamic environment
over the coming years. Dynamism, ambition and
strategy are very closely associated values for us.
Your ambitions are the foundation upon which
you build your strategy. But strategy also entails
reviewing the extent to which earlier ambitions have
been achieved. In the service industry, five years
is a very long time, strategy-wise. Past experience
has shown that changes in the market are too
unpredictable to look any further ahead than that.
Having dynamic ambitions enables you to square up
effectively to the challenges.
Looking forward over the next five years,
we expect to see a number of clear factors
and developments to which we will have to
respond - both in a general sense and
specifically in our business services as well
as treasury and risk consultancy.
Firstly, technology: big data presents
opportunities for us, because the large
quantity of data that organizations
are faced with needs to be analyzed.

That’s where we can offer added value; we can use
analysis to illustrate the interpretation of those data.

Content leverage
At the same time, we know that the rapid pace of
technological progress can also pose a threat to the
labor market. The Economist recently conducted
a survey of the effect of automation on particular
occupational groups. The impact on telemarketers,
for instance, will be considerable, particularly
compared with dentists. Consulting is still a people
profession, but even our market is
difficult to predict when it comes
to technological impact. In the
financial sector, therefore, you
have to allow for the possibility
of “disruptive technology”.
If this forces you to work in a
discontinuous, unpredictable
environment, you have to
adapt your business
model accordingly.

“Having dynamic ambitions enables
you to square up effectively
to the challenges”

Bart-Jan Wittenberg

Judith van Paassen
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So it’s important to be aware of the difference
between content leverage and human leverage.
Content leverage is achieved by thoroughly
analyzing your data in order to generate added
value, quickly identifying where the changes are
taking place and responding to those changes in a
flexible, innovative way. In other words, it’s about
more effectively organizing, analyzing and conveying
the knowledge that we possess. In our area of
work, we must not rely on human leverage for
standardized processes, such as outsourcing work to
low-wage countries.

Knowledge communities
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In our view, communities will also come to play
an ever bigger role. People are looking for flexible
collaboration models. Generation Z, sometimes
also called the iGeneration, thinks more in terms
of services than entirely in brand names.
It is the generation currently in school, that
uses digital connections as a matter of course.

The way in which people collaborate is changing and
Zanders is no exception; we share our knowledge
in various ways by collaborating in our own
communities.
One example is the Zanders Academy where, using
all the knowledge we possess in the various fields,
we will be offering a fully-fledged training program.
Increasingly, we are a professional knowledge
organization, a source of knowledge not just to our
own clients, but to other business relations too. Our
benchmark studies are another topical example of
how we spread knowledge. We have a wealth of
best-in-class insights into what businesses are doing
and should be doing.
This community approach is also apparent in our
collaborations because, by being agile, we are able
to offer the flexibility demanded of us to optimize
projects. Flexible working hours and workplaces
are part and parcel of this. In this respect there
may be something in the philosophy of
Ricardo Semler, the Brazilian guru
who, as CEO of Semco, introduced

“We have a wealth of best-in-class insights into
what businesses are doing and should be doing”

Gerbert van Grootheest

Laurens Tijdhof

Jaap Karelse

‘The Semco Way’, in other words: management that
is based on an open mind and an open management
style, with far fewer hierarchical business structures.
Rather than simply being brands, companies
will be more like individuals collaborating within
communities.

to take the same steps outside Europe, because a
lot has happened beyond Europe’s borders in the
past few years. The same is true of the regulatory
changes, which are an important factor for us
because all our clients have to adapt.

Unique partnership
International steps
This dovetails with another factor: globalization.
Economically speaking, the world is increasingly
interconnected. International projects accounted for
40% of our revenue in 2013. Almost 70% originated
from corporate clients. Projects of this ilk call for
flexibility - in different time zones, with consultants
constantly available. We have a clear strategy for
further growth outside Europe. In recent years we
have waited until we had sufficient international
substance but we are now involved in lots of
international projects - including outside Europe. Our
offices in Brussels, London and Zurich have grown
and evolved in recent years. It should be possible

The robustness of our growth is down to the fact that
we have always used a sustainable growth model
- the right pace of growth for our organization. It’s
about growing, not exploding. Recruiting more and
more people does more harm than good if you are
not able to properly support them.
What sets us apart is that, as well as common aims
and a common strategy, is the strength of our
partnership. Our management team is a partnership
of people who have been working together for
between 15 and 20 years, so you can be sure that
their working relationship is a tried-and-tested
concept. Such a close and long lasting
co-operation is quite unique in our business.

”

“Our offices in Brussels, London and Zurich
have grown and evolved in recent years.
It should be possible to take the same
steps outside Europe”

Sander van Tol

s.van.tol@zanders.eu
Rob Naber
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Savings as a source of financing

Why is modeling
essential?
For banks, using variable savings as a
source of financing differs fundamentally
from ‘professional’ sources of financing.
What risks are involved and how do
you determine the return?
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With capital market financing, such as bond financing,
the redemption is known in advance and the interest
coupon is fixed for a longer period of time. Financing
using variable savings differs from this on two points:
the client can withdraw the money at any given time
and the bank has the right to adjust the interest rate
when it wants to. An essential question here is: why
would a bank opt to use savings for financing rather
than other sources of financing? The answer to this
question is not a simple one, but has to do with the
relationship between risk and return.

Return
How do you determine the yield on savings? In order
to get as accurate an estimate as possible of the return on a balance sheet instrument, the client rate for
a product is often compared to what is called the internal benchmark price, also referred to as the ‘funds
transfer price’ (FTP). For savings, the FTP represents
the theoretical yield achieved from investing these
funds. The difference between the theoretical yield
and the actual costs (which includes not only the costs
of paying interest on savings, but also the operating/
IT costs, for instance) can be regarded as the return on
the savings. Calculating this theoretical yield is not a
simple task, however. It is often based on a notional
investment portfolio, with the same interest rate and
liquidity periods as the savings. These periods reflect
the interest rate and liquidity characteristics of the
savings.

Margin risk
The question that now arises is: what risks do the
savings pose for the bank? Fluctuating market interest
rates have an impact on both the yields on the investments and the interest costs on the savings. Although
the bank has the right to set its own interest rate,

there is a great deal of dependency since banks often
follow the interest rate of the market (i.e., their competitors) in order to retain their volume of savings.
The bank is therefore exposed to margin risk if the
income from the investments does not keep pace with
the savings rate offered to clients.
The risk-free interest rate is often the biggest driver
behind these kinds of movements on the market for
savings interest. The dependency between the savings interest and risk-free interest is indicated using
the (estimated) interest rate period. This information
makes it possible to mitigate the margin risk in two
ways. The interest rate period of the investment portfolio can be aligned with the savings, which causes
this income to respond to the interest-free interest
rate to the same degree as the costs of paying the
savings interest rate. It is also possible to enter into
interest rate swaps to influence the interest rate
period of the investments.

Liquidity risk
The liquidity risk of savings manifests if clients
withdraw their money and the bank does not have
enough cash/liquid investments to comply with these
withdrawals. By ensuring that the expected outflow
of savings coincides with the expected influx from
investments, the liquidity requirements can be satisfied in the future as well. Consequently a bank will be
less likely to find itself forced to raise financing or sell
illiquid investments in crisis situations.
A bank also maintains liquidity buffers for its liquidity
requirements in the short term; the regulator requires
it to do this by means of the LCR (Liquidity Coverage
Ratio) requirement. Since it is expensive to maintain
liquidity buffers, a bank aims for a prudent liquidity
buffer, but one that is as low as possible. It is also essential for the bank to determine the liquidity period
(how long savings remain in the client’s account).
It must do this in order to manage the liquidity risk,
but also to determine the right level of cash buffers,
which improves the return.

Regulators are also putting increasing pressure on
banks to have better insight into savings. In interest
rate risk management, for instance, DNB requires
that the interest rate risk of savings be properly
substantiated. There is also increasing attention to
this from the standpoint of liquidity risk management,
for instance as part of the ILAAP (Internal Liquidity
Adequacy Assessment Process). Modeling of savings
is therefore an absolute must for banks.

Growing interest in savings
At the end of 2012, approximately EUR 950 million
of the total of EUR 2.7 billion on Dutch banks’
balance sheets was financed with private savings.
EUR 545 million of this comes from Dutch households and businesses. Given the fact that the
credit extended to this sector totals EUR 997 million, the Dutch funding gap is the highest of all the
euro-zone countries except for Ireland.
Since the start of the financial crisis in 2008,
there have been two developments that have
contributed to the growing interest in savings on
the part of banks. First of all, after the collapse
of the (inter-bank) money and capital markets,
banks had to seek out alternative stable sources
of financing. Secondly, compared to other forms
of financing, savings have secured a relatively
favourable position in the liquidity regulations
under Basel III. This culminated in a price war on
the savings market in 2010.

Savings modeling is a must

This is the first article in a series
on savings. The next articles will
go into further detail about the
modeling of the interest rate period
and the liquidity period for savings.
Interested in learning more about
savings now?

In order to get the right insight into savings - and
to manage them - it is essential to determine both
the interest rate period and liquidity period of those
savings. It is only with this information that management can gain insight into how the return on savings
relates to the margin and liquidity risk.

Contact Wouter Dikkers
(w.dikkers@zanders.eu)
or Floris van Diest
(f.van.diest@zanders.eu)
on +31 35 698 92 92.

19

Expertise

How can virtual accounts
streamline your collections?
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Virtual accounts have the potential to significantly improve cash
collections through accelerated cash centralization and more
efficient accounts receivable reconciliation. It is an innovative
cash management structure that large corporates, in particular
those with decentralized collections across Europe, can benefit
from. Consultant Tobias Schaad explains.
Zanders has supported
many corporates in strategic treasury projects on the accounts payable (AP) side.
Only relatively recently, a larger number of corporates
have started to look into means of streamlining their
accounts receivable (AR) as well. Why do you think
there is now an uptake of AR projects and where do
virtual accounts fit into the picture?
“Centralization of incoming flows is more complex.
You’re simply less in control of where and when you
receive cash than where and from what account you
pay. Corporates have built up experience and best
practices by centralizing outgoing flows and potentially
also the reconciliation of accounts payables first. On the
incoming side, however, local entities typically manage
customer relationships and also apply cash to open AR.
As a result, corporates that have centralized outgoing
flows on a limited number of treasury accounts still
collect cash on a dispersed set of local accounts. Cash
is not king when you don’t have quick access to it. So
why wouldn’t we just have one single bank account for
collections? The complexity comes with the cash application to open AR. If all customers paid into the same
account, an automated cash application process would
heavily rely on the payment reference to match bank

statement items with open AR. However, the payment
reference is a free-format field that depends on the
correct entry by the payee, and can also get (partially)
cut off along the way through settlement and clearing
systems. Getting the payment reference right is not required to transfer a payment. Getting the bank account
number right, however, is.
This is where virtual accounts step in. Quintessentially,
a virtual account increases the information value of
the mandatory account number (i.e. IBAN) to a great
degree so that it complements the free-format payment
reference. Virtual bank accounts are like pass-through
post-boxes – when a payment is sent to a virtual account, cash falls right through and gets accumulated on
a centralized ‘real’ bank account. A virtual bank account
thus does not hold value, while a real bank account
holds value and represents an account in general ledger
of banks. Because of their purely notional nature, virtual
accounts can be created by banks in large numbers without incurring the accounting and regulatory workload
tied to ordinary bank accounts. This creates an opportunity for corporates to use virtual accounts on a large
scale for collections. Specifically, we see two models:
replacing real bank accounts of subsidiaries with virtual
accounts or creating virtual bank accounts on a per
customer basis.”

Corporates have focused on reducing their number of
bank accounts for years and now you propose to open
new virtual accounts per subsidiary or even per customer. Where do you see the biggest benefits of such a
structure and what are the main requirements?
“Difficulties in automating reconciliation processes
are pronounced in the case of emerging markets and
that is also where virtual accounts have existed for a
while – although mainly on a domestic scale. The use
of standardized payment formats and account numbers
(i.e. SEPA, IBAN) has created an efficient scale for this
new structure in Europe. Leading banks take up virtual
accounts as a competitive differentiator within the commoditized cash management industry. Large corporates
have already invested in treasury technology to virtualize internal transfers within an in-house bank structure.
Hence, the market is ready now and the constant drive
to innovation in cash management has triggered the first
virtual account structures in Europe.
A payment factory with payments-on-behalf-of (POBO)
facilitates the centralization of the underlying bank account structure for outgoing flows, while the payment
and reconciliation process can remain decentralized. Virtual accounts can basically facilitate a similar structure
for collections-on-behalf-of (COBO).
When replacing real accounts with virtual accounts per
subsidiary, corporates accelerate the incoming side
of the internal financial supply chain by pooling cash
instantly and reducing costs associated with holding
local bank accounts. In the age of integrated treasury
technology and big data, the mere amount of data to
process centrally is no longer a roadblock when it comes
to centralizing cash and streamlining collection processes. An application of virtual accounts on a per customer
basis could require thousands of virtual accounts, yet
it can enable an unprecedented automation of the AR
reconciliation process. Quicker AR reconciliation also
frees up customer credit limits which in turn enhances
sales potential.
Receiving cash on a treasury bank account that legally
belongs to a subsidiary creates a COBO structure. The
ERP/TMS needs to support this architecture, which has
to filter the incoming treasury bank account statement
according to the virtual account identifiers and credit the
respective in-house bank accounts. The implementation
also requires a communication plan towards customers
for them to update the supplier bank account number at
their end.”

What steps should corporate treasury managers take?
“Treasury managers have taken a leading role in
payment factory projects which often resulted in closer
ties between treasury and AP departments. I see now a
similar opportunity for treasury managers when it comes
to collections and closer interaction between treasury
and AR in the future. To investigate the benefits of a
virtual account structure, they could start off with an
assessment of the current cash management structure
and AR processes. Define a scope (currencies, countries) of your ideal virtual accounts structure and define
different application models (i.e. per subsidiary, or per
customer) and determine the impact on the technology
side. Conduct a financial business case for the virtual
accounts set up in different models and scenarios.
Then conduct a bank RFP process on the defined scope
to select your banking partner for virtual accounts.
Decision factors include local capabilities of banks,
intraday visibility, virtual IBAN management, pricing
model, and more. Finally, the implementation of virtual
accounts will also be a treasury technology project.
Zanders is ready to support your organization to make
the most out of virtual accounts, from the initial assessment and business case up to the implementation in
your treasury technology landscape.”

Would you like to know more about virtual
accounts? Please contact Tobias Schaad:
t.schaad@zanders.eu or +41 44 577 70 10.
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Zanders steps
up to the challenge
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It’s a common phenomenon for anyone working
as a consultant: every weekday you get in your car
and, with new vigor, drive to the office to spend the
next eight hours doing the best you can. The assignments are challenging and fun, combined with
other inspiring and satisfying aspects of an office
job, such as dealing with colleagues and receiving
a salary at the end of the month. Unfortunately
though, having a consultancy job also has its downside. You don’t move much since a huge part of the
day is spent staring at a computer screen. Also, your
posture is quite often not correct and sometimes
deadlines and/or other factors can cause stress.
When these stress factors persist for too long it can
lead to physical or psychological complaints.
This is why we at Zanders are paying increasing
attention, and time, in trying to prevent these
complaints from happening. One of the many ways
in which we do this is to make people more aware of
the dangers of too little exercise and making them
more alert to the warning signals – it’s a great initiative, but a number of colleague’s were not content
and wanted more. Enter the Zanders step challenge!
What this challenge means is that for six weeks,
110 Zanders employees, both national and international, will be wearing a pedometer (Fitbit) on a
daily basis so that they can keep track of the
number of steps taken each day. It’s a known fact
that physical exercise is actually very important for
health. Regular exercise and movement is also of
great importance to our mental health and is often
underestimated. Regular exercise can even
contribute to the prevention of burn-outs.

monitored by the Fitbit. Each team has a captain
who ensures that the steps are being registered
promptly. The challenge lasts a total of six weeks
and every week each member is responsible for
administering his/her weekly total. An intermediate
weekly total is announced and it soon becomes
clear which team contributed the most steps for that
week and is currently in the lead. The participants
compete for prizes for best team, best individual
performance and for the person who made the most
progress during the challenge. In addition to this,
Zanders will personally submit a donation to the
Foundation for Spieren voor Spieren. The amount
of money donated to the cause is largely dependent
on the total number of steps of all of the teams put
together. Basically, every participant should have
the right motivation and incentive to put in as many
steps as possible each and every day.

The goal
The challenge will also achieve several other more
long-term positive results. First of all, everyone will
be more aware of movement (or lack thereof) on a
daily basis - hopefully this has a positive effect in
the long term. Over and above this, the challenge
has a positive team-building effect given the
international composition of the team and the
charity it supports.
As an organization we are certainly surprised by
everyone’s enthusiasm and the amount of applications received. We hope that the positive effects on
both a physical as well as psychological level will
continue far and beyond the six week challenge.

Game rules
Between the four countries there are 110 participants who are divided into 10 teams. Each team has
11 members and each person’s daily step count is

h.ten.brink@zanders.eu / a.hattink@zanders.eu

Calendar

Description

Location

Date

ACT Cash Management Conference 2015

London, UK

11-12 February

ACT Europe Conference

Düsseldorf, DE

5 March

BootCamp Corporate Treasury

Amsterdam, NL

20-22 April

Zanders Risicomanagement Seminar

Amsterdam, NL

9 April

ACT Annual Conference 2015

Manchester, UK

20-22 May

EuroFinance 2015

Copenhagen, DK

23-25 September

AFP Annual Conference 2015

Denver, USA

18-20 October

On our website you can find more information on these events: www.zanders.eu

Treasury Transformation
Seminar in London

In recent years, Zanders has experienced first-hand
a treasury transformation trend sweeping global corporate treasuries. Responding to this, the Zanders
UK team organized a seminar on this hot topic in
late September. The theme of discussion was how
transformation of treasury is enabling treasurers to
become true business partners. The venue was St
Paul’s Cathedral in London and guests were invited
to arrive early to take advantage of a short guided
tour of these unique surroundings. Laurens Tijdhof
opened the seminar by welcoming our guests, and
providing an overview on the latest market observations and triggers driving this transformation trend.
Following this, first Phil John, treasury director at

Mars, and then Gavin O’Dowd, finance director at
British American Tobacco, took us through their treasury transformation journeys where they discussed
some of the main challenges and obstacles they had
encountered. Given the importance of technology in
any treasury transformation program, two system
vendors, Reval and SunGard, had been invited to
present their perspectives and experiences. Finally,
Hugh Davies moderated a panel discussion in which
our two guest speakers were joined by John Murray
(head of cash product sales, Citi) and Carlo Nazareno
(European product head of PCM, HSBC) for a discussion on how banks should adapt and align with
corporate treasury requirements in order to ease
the transformation process for corporates from an
implementation point of view.
The seminar concluded that rapid changes in technology, regulation and the financial landscape have
redefined the role and importance of the corporate
treasurer and as such the need for treasury transformation projects will keep increasing in the coming
years. Key takeaway transformation tips would be
to put technology into play and “go electronic” whenever possible. Secondly, it is of crucial importance
to have the entire team on board. Early engagement
of all stakeholders is essential to the success of a
project.
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Zanders
Established in 1994, Zanders is recognized as a leader in treasury
management, risk management and corporate finance. From
our offices in the Netherlands, Belgium, the United Kingdom and
Switzerland, a team of over 130 qualified professionals offers global
services to corporates, financial institutions, organizations in the
public sector and NGOs.
Our main strengths are specialization and independence. Being
independent means that we work solely on behalf of, and in the
best interests of, our clients. This avoids any conflict of interests.
Specialization forces us to stay at the forefront of all developments
in our areas of expertise and to remain innovative.

From Idea to Implementation:
• Strategy & Organization
• Processes & Systems
• Modeling & Valuation
• Structuring & Arranging
Our Areas of Expertise:
• Treasury Management
• Corporate Finance
• Risk Management
Our Services:
• Advisory Services
• Interim Services
• Outsourcing Services
• Transaction Services
Client Areas:
• Corporates
• Financial Institutions
• Public Sector

www.zanders.eu
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