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“During my studies I came to realize
that I wanted to work in a financial
environment. Initially, after completing High School, I enrolled in a totally different study – that of Animal
Sciences at Wageningen University.
As a child I did a lot of horse-riding
and during this period I became particularly interested in the interaction
of horses.
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However, while in my first year of
studies I discovered that I no longer
wished to pursue the study, especially when it involved dissecting animals. Above
all, I missed the quantitative courses and for that
reason I started my second year of studies doing
a bachelor’s in Economics. It’s an abstract but applicable discipline with applicable areas in practice.
The financial side interested me the most and I
therefore chose to do my Master’s degree in Quantitative Finance and Actuary Sciences.
As of December 2013, I have been employed at
Zanders, on the Valuation desk. I am involved in
the valuation of financial products such as derivatives and swaps, both for corporates and financial
and public institutions. Besides the valuation desk
I am also doing rating advisory, which applies to
the rating models EAGLE and FALCON. We also
provide customized analysis, such as rating reports
for companies with funding applications, where
qualitative variables are applied, such as the quality of management.
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Foreword

Big Data
In the last edition of our
magazine I paused for a
moment to reflect on our 20th
anniversary, looking back at
all the developments that led
Zanders to where it is today.
It seems that developments
of recent times occurred in
quick succession, more so
than before. In this edition
of our quarterly magazine I
would like you to join me in
looking to the future, the road
ahead and to the next 20 years in which,
undoubtedly, many things will be very different in
many ways.
At the end of May, the Zanders management team
gathered for our annual off-site meeting: we spent
three intensive days ‘out of the office’ to focus entirely on the changes in the current market. Following this we were able to deduce the expectations
of our positioning and services. The get-together
proved to be inspiring and we therefore returned
with great excitement for new challenges and plans
to solve many propositions.
So, what big changes do we see and expect in
our market? We are of the opinion that the most
radical change at present is the continuation of
globalization, the rapid rate at which technology
is developing, ever-increasing regulations and the
development of communication in our society. The
combination of these trends will inevitably lead to
distortions in the market for business services.

However, these disturbances are not always
negative - it also offers great opportunities for
companies who respond to these changes in an
agile manner.
I would like to elaborate on one change in particular: within the field of technology, developments
are still stormy. Perhaps we do not realize this as
a consumer. But if we look at Raymond Kurzweil’s
so-called ‘Law of Accelerating Returns’, which
describes technological change as exponential,
then we realize that changes are still to come. We
are at the beginning of a period of ‘big data’ - the
new ‘gold’. Or, to put it in financial terms: ‘data’ is
the new currency. Similar to the ‘gold rush’ in the
19th century, which led to a gigantic boom in the
US economy, companies today face a golden age if
they can add value to their processes by searching,
saving and analyzing big data. At Zanders we see
the value in the analysis and interpretation of big
data, for instance in improving financial
risk control.
No organization can continue to operate successfully, in the same way, for the next 20 years. We
are expected to develop our business models,
remain agile and embrace changes for new possibilities in order to offer an improved service.
We take pleasure in sharing our plans for the
future with you - plans to address the development
of globalization, regulation, technology
and communities.
Sander van Tol
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Client

Streamlining Nexans’s
bank account structure
4

Over the years, several mergers in emerging markets have expanded Nexans’s industrial footprint so that it now boasts operations in 40 countries worldwide. While
the company grew, so did its treasury, to the point where it needed more efficiency
in its bank account structure.

The average car contains 3-5km of cables while a
plane has more than 650km and it takes more than
1,000km for an oil platform to function. There are
more energy cables around us than we realize and
A plane contains more they are produced to handle extreme temperatures,
than 650 km of cables. deep oceans or high air pressure. One of the industry

leaders in energy (and some telecommunication and
LAN) cables is a French multinational called Nexans.
Worldwide, 26,000 people work for the Nexans
group, with yearly sales of around M7 billion. “We
have new markets that need to be equipped and
there are old markets that need to change all the
installations they made 40 years ago – for example
in the US”, says Thomas Wagner, financial manager
at Nexans. “But the cable industry is quite a mature
market. A significant part of our sales are in Europe.”

“The number of bank accounts was too
high for a group of our size”
In 2013, most sales (57%) were in Europe. But like
many in the past few years, Nexans had to deal with
a complicated environment, with a global market in
crisis, higher bank fees, lots of tools and – of course
– regulations.

Customized matrix
In 2010, the Nexans group decided to define the key
strategy for its treasury in a global project. Wagner
says: “We started with a worldwide survey to see
where we could improve our operations. The area of
bank relationship management was quickly identified because we were dealing with more than 100
bank groups worldwide and our subsidiaries had
more than 900 different bank accounts. This number
was too high for a group of our size.”

“We wanted a footprint making Nexans
able to deal with all its business”
The group’s first objective was to start streamlining
their banking relationships. Nexans managed the
bank selection process in three steps. First of all,
it prepared a cash management RFP (request for
proposal) to evaluate the capabilities of the different
banks. In a ‘request for quotation’, Nexans received
detailed answers from the banks and analyzed
whether the proposed solutions were meeting its
requirements. “For this analysis Zanders created a
customized evaluation matrix for us, with a scoring
model for each bank”, says Wagner. “Then we sent
our additional follow-up questions and remarks
to the banks and they returned precisions on the
previous RFP. Subsequently, we came to a short
list and we organized face-to-face meetings with
the remaining banks. Finally, based on the selected
cash management banks, we developed a global
cash pooling architecture together with Zanders and
started its implementation. On the technology side
it was important for the project team to check the
capacity of the bank to be able to move to Swift. We
wanted to standardize and harmonize the format as
much as possible.”

Rationalization criteria
The bank rationalization consisted of defining new
core banking partners at group level. “It meant that
we had to reduce the number of banks and bank
accounts related to that”, says Wagner. For a bank,
a larger share of the wallet in the project is attractive
and results in lower banking fees for Nexans. However, the number of banks was not only minimized.
A trade-off was also needed, in order to reduce the
counterparty risk per bank.
Nexans used four criteria for the banks to be eligible

Thomas Wagner

for cooperation. Apart from the bank’s credit rating
and the banking fees, a condition for the group was
that the bank would become a core partner – not
only for cash management, but also providing credit
to the group when necessary. Also, it was important
for Nexans that the bank would be able to answer
to the company’s technology and service requirements. Based on the criteria, Nexans ended up with
a selection of global cash management banks, after
previously working with mainly local banks – due to
a large number of mergers.
“We also needed to optimize the structure of the
group’s bank architecture, in order to reduce the
fees at group level.” The main focus was on bank
relationships. “Reducing the costs was an important
goal, but building a strong win-win relation with
the banks was key. We therefore made the bank
selection not only based on price but we also wanted
a footprint making Nexans able to deal with all its
future business”, Wagner explains.
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One of the goals was to decrease banking relationships from 100 down to 20 or 30 banks and to reduce
the number of accounts to less than 600. Apart from
bank rationalization, the other important objectives
of this treasury strategy project were improving bank
communication, establishing a payment factory and
in-house bank, as well as making necessary changes
to the current treasury management system.

New technology was implemented
for the payment factory and the
internal bank
Wagner adds: “We intend to have around 550 bank
accounts, so during the project we will close roughly
350 accounts. The bank rationalization was the
cornerstone for the rest of the project. It was clear
that our bank communication had to improve and in
some countries we needed to change our outdated
communication tools. Especially in Europe, with
the realization of SEPA, we took the opportunity to
implement new technology.”
6

One bank, one currency
Where Nexans really wanted to improve was on
foreign exchange payments. It decided to build a
bank organization that would limit cross-border
payments. “Without that we would not have been

able to implement a payment factory. We need
to leverage on the group.” Beside that, a cultural
aspect played a role too. The Nexans group was built
by buying several entities spread all over the world,
each with their own relationships and financial
culture. Technologically it was not possible to
control the company on each level of detail.
Therefore, new technology was implemented for the
payment factory and the in-house bank too. Wagner
explains: “When a Nexans entity based in France,
for example, needed to pay in US dollars to a client
in the US, it was using an account opened in Paris
generating a payment outside of France – so it was
cross-border, with a transaction fee of roughly EUR
5-6 per payment. The new situation allows this entity
to use an account located in New York meant the
price became a domestic one. To discover this advantage, we needed help from treasury experts and
found that in Zanders’ consultants. They knew that,
with the new technology, one entity of the group
was able to pay on behalf of the other entities. This
payment factory allows Nexans Services to have one
account open in each currency country and to offer
services to each entity. It opens an account in the US
for USD, in London for GBP, etc. In the end we have
one balance per currency. So, a subsidiary in France
paying someone in the US now happens via the
payment factory. We then reduce the external fees to

these flows; internally there are only booking flows,
no financial flows between the two entities. Because
we have a cash pool in place, we also save money
on the interest we pay our banks. Thanks to the new
bank architecture, we are now able to pay on behalf
of our entities. We are a global group, so the banks
must be able to follow us wherever we are. That’s
why we decided to give one currency to one bank.”

In a treasurer’s way
Most of the banks are now active and around 60% of
the sales of the group have been covered. The project was launched in April 2011 and in August Nexans
chose its banks. The implementation part, however,
was much more complicated and lasted a lot longer.
Wagner adds: “The finalizing part will always be the
longest one. Implementation is a process that never
really ends – we keep on discovering that new changes are needed. In some countries it is very difficult
to do the implementation and so in these cases it’s
easier to adapt the system.”

“Implementation is a process
that never really ends”
Still, in the relationship with its banks Nexans is
stronger now, which leads to a more flexible and
reactive behavior from the partner banks. Wagner
notes: “One of the big returns on investment of this
project was the fact that we converted cross-border
flows to booking flows. We will have return on this
investment after four or five years.”
Zanders consultant Ruud Mullens managed a big
part of the project, interpreting the client require-

ments and, after implementation, structuring the
bank relationships too. “It was important for us to
have skilled resources that could help”, says Wagner. “We didn’t have the necessary internal resources and needed someone to react to certain developments and to negotiate with the other parties
involved. The team that Zanders proposed to us was
really pragmatic, had a strong methodology and was
able to look at the project from a treasurer’s point of
view. In order to improve our treasury organization
the global idea had to be clear and Zanders understood that need.”

What did Zanders do for Nexans?
- Assisted in managing the bank rationalization
process
- Prepared detailed RfP document, customized to
Nexans’ specific requirements
- Provided an evaluation model to validate and evaluate the answers from the banks in the selection
process
- Assisted in analyzing and evaluating bank proposals
- Developed account and cash pool architecture
- Followed up contract negotiations with banks
- Helped to implement the new bank infrastructure
Would you like to know more
about bank rationalization?
Please contact
Ruud Mullens:
r.mullens@zanders.eu
or +32 2 213 84 00.
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Times are still turbulent for regulator De
Nederlandsche Bank (DNB). Regulation
for the financial sector has become significantly stricter since the crisis. DNB’s
supervision has been strengthened
and is ‘sharper’ and more forward looking. Supervision on the largest banks
will furthermore be carried out under
the final responsibility of the European
Central Bank (ECB) starting in November.
All of this contributes to a more robust
and healthier financial sector, but it’s
not enough. The sector will also have to
work on regaining trust. DNB believes
this is one of the key topics for the coming years. “The crisis unleashed social
unease about the developments in the financial sector. It is now facing the important challenge of regaining the public’s
trust,” DNB wrote in its recent DNB Visie
op Toezicht 2014-2018 [DNB Vision on
Supervision 2014-2018]. It’s therefore a
good time to talk to Paul Hilbers, division
director for Supervision Policy at DNB.

A matter of trust
How can DNB as regulator help the sector regain the
public’s trust?
“The short answer to that question is: through good
supervision. In order to increase trust, we have
been working hard over the past years to renew and
tighten supervision. Supervision has become more
prospective, for instance. We are not only looking
at developments in capital and liquidity positions,
achieved as a result of past decisions. We are also
looking in depth at the tenability of business models
and strategy, which has an impact on future capital
and liquidity positions. Risks that come to light in

this must of course be mitigated.
We have also worked with colleague regulators and
other policymakers in other countries to put together
a new regulatory framework for financial institutions. In particular, the introduction of Basel III, CRD
IV (Capital Requirements Directive) and CRR (Capital Requirements Regulation) makes the financial
system much more robust than before the crisis. For
instance, the buffer requirements for banks have
been significantly tightened, in both a qualitative and
quantitative sense. This should also contribute to
more trust in the sector. However, restoring trust is
ultimately something that financial institutions will

mainly have to work on themselves. That is why in
our Vision on Supervision 2014-2018 we explicitly
call on banks, insurers and pension funds to regain
this trust. Institutions will have to work on creating
an ethical culture, a controlled remuneration policy
and a sustainable earning model. More transparency
on products, and on the institution’s own financial
situation, can also contribute to restoring trust. For
the rest, DNB itself has also become more transparent than in the past.”

“High-quality data are essential
for regulators to make
accurate risk analyses”
Basel II already meant that banks had to be more
transparent with the regulator and the market. Now
they must provide even more information to the ECB
via the SSM (Single Supervisory Mechanism). Who is
even able to process all this information?
“Supervision has indeed become increasingly dataintensive over the years. That is the result of, among
other things, the complexity and size of financial
institutions. For instance, since Basel II, more and
more banks have been using internal models to calculate risks, and in some cases, the corresponding
capital requirement. High standards of quality and
quantity are being required for the data on which
these models are based in order to be certain that
the outcome accurately represent the risks. Highquality data are also essential for regulators to make
accurate risk analyses. The IMF recently pointed
this out to us as well. In many other countries in

Europe the ‘data intensity’ in supervision is in fact
far greater. It is therefore likely that the transition
to the Single Supervisory Mechanism (SSM) will
entail more rather than fewer reporting obligations
for Dutch banks. We will have to make sure that no
duplication or overlap arises, however, and push for
that in Europe as well.”
According to DNB’s Vision, banks must become less
complex and easier to liquidate. Will banks still be
able to adequately support the economy?
“The financial crisis demonstrated that banks had
become too big to allow a collapse - ‘too big to fail’.
As a result, governments repeatedly had to intervene
to bail out the banks. After the crisis it was agreed
that things had to change and that shareholders
and other creditors could not be rescued at the
taxpayer’s expense. Policymakers therefore want
to limit the chance of a major institution collapsing,
for example by requiring higher (system) buffers
and to limit the impact of a bankruptcy. In order to
limit the impact, large institutions must therefore
become less complex and easier to liquidate. This
doesn’t mean that banks can no longer support the
economy. Particularly in Europe the banking sector
is very important for financing the economy, and
in particular the SME sector. By comparison, in the
United States capital market financing is much more
common. It is important therefore that banks remain
able to conduct their business. We realize that this
becomes more challenging with all the new regulation. Nonetheless we are convinced that banks will
be able to simply continue banking within the new
constraints.”
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With all the new regulations, do we not run the risk
of some kind of ‘regulatory arbitrage’ taking place?
“Shifting risks due to changes in regulation is always
a danger for which regulators must be alert. That is
also high on the agenda in the international context.
The Financial Stability Board (FSB) for instance is
investigating the risks of the shift of activities in the
shadow financial sector.”
Basel III also introduces a leverage ratio for the first
time. Internationally a requirement of 3% is assumed, but in the Netherlands the government wants
to impose a requirement of 4% for systemically
important banks. Some banks are saying that they
are no longer limited by the risk-weighted capital,
but by the hard leverage ratio. After all, this could
result in them in fact having riskier assets on the
balance sheet in their quest for return. What is your
view on that?
10

“The leverage ratio is supposed to function as a
back-stop for the risk-weighted requirement and to
reduce the leverage in the financial system. We think
this unweighted capital requirement supplements
the current regulatory framework well. Nevertheless
we do think that the risk-weighted requirement
should in principle - for most banks - be the guiding
factor. This capital requirement does more justice to
an institution’s risk profile. The right calibration of
the leverage ratio with respect to the risk-weighted
requirements is therefore important. If the leverage
ratio is too high, there could be incentives to take
risks, in order to achieve a higher return. If the ratio
is set too low, it does too little. A 4% leverage ratio
for systemically important banks is not unreasonable
in our view, especially since these banks also have a
higher risk-based requirement.”

“A 4% leverage ratio for systemically
important banks is not unreasonable
in our view”

Finally: what is the situation with the transitional
model? The higher capital buffers are gradually being
introduced, while the market is already enforcing the
new requirements.
“There is no doubt that the financial markets expect
the big institutions to comply with the new regular
requirements faster than the gradual transitional
path allows. The question is to what extent markets
expect this for national requirements, such as a 4%
leverage ratio for instance. Banks are being given
more time for that. The gradual transitional path is
mainly useful for the smaller institutions, however.
It seems reasonable to me that smaller institutions
that are not systemically important are being given
more time.”

Vision

The possibilities and limitations of funds transfer pricing

FTP: effective management
towards clarity
Achieving a positive interest margin – the profit created by lending at a higher
interest rate of interest compared to the borrowing rate – is one of the pillars of a
bank’s business model. The total interest result is easy to measure, but to what
extent do the departments that raise money and provide financing contribute to that?
A funds transfer pricing (FTP) framework can help provide insight into that, but also
involves a number of challenges.
The various commercial departments in a bank
(mortgages, savings, etc) have an impact on their
result via the pricing and terms & conditions of
the products they offer. However, the interest rate
and liquidity risk that arises from these products is
often managed by a central treasury. The total profit
depends on the collective performance of all the departments. Insight into the economic value creation
and risk contribution per department or product is
crucial in order to effectively manage a bank. This
can ultimately be used to improve the balance sheet,
so the bank’s capital can be put to optimal use. Furthermore, the Dutch central bank (DNB) also requires
this insight as part of the ILAAP (Internal Liquidity
Adequacy Assessment Process) guidelines.

Margin
An FTP framework contributes to this insight by setting a transfer price for the funds that commercial
bank departments raise and lend. This price consists
of (risk-free) interest costs and liquidity costs. The
treasury charges this predetermined fixed price to
the departments, after which the impact of changing market conditions is entirely at the treasury’s
expense. This enables direct insight into the product
margin (see next page).
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new debt financing via the financial markets, for
instance. These costs cannot always be easily determined for all desired terms, however, in particular for
companies without publicly traded debt instruments.
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interest margin

In:
FTP
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savings rate
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interest margin

Advantages
FTP provides direct insight into the profitability of
products, both for management and departments.
Since a price is agreed on in advance, the department result is not obscured by changes in the
financing costs. The framework furthermore creates
a clear benchmark: the product is expected to make
a loss if the customer interest rate when purchasing
a new product does not exceed the sum of the FTP
rate and the other expected costs. In addition it
provides insight after the fact into the profit realized
by comparing the result to the FTP rate.
The framework also makes it possible to manage the
bank balance sheet by adjusting the FTP price.

100%
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80%

Since the determination of the cost price in an FTP
framework has a major and direct impact on the results, all departments have an incentive to influence
the FTP price. That is why it is important to draw up
a clear policy on how the FTP curve and incentivizing
markups and discounts are set. Both the treasury
and the management board must be involved in this.
The management must also be aware of implicit
incentives created by the FTP. Even with an FTP curve
without markups, there is an inadvertent control
effect: as long as a product is profitable, departments have the incentive to sell as much as possible.
Sometimes this is not consistent with the policy
objectives. Efficient management therefore requires
that an FTP framework be combined with balance
sheet limits.
Finally, the technical implementation entails significant costs. These costs depend largely on the FTP
method selected. The advantages and disadvantages of the possible methods are worked out in detail
in the next section.

60%

Figure 2: Example
result seperation

40%

Elaboration of choice

20%

Prepayments are a significant risk factor for banks, in
relation to mortgages for instance. Because this risk
is not by definition the treasury’s responsibility, it
may be desirable to pass on the impact of unexpected repayments to the commercial departments. The
set-off method chosen determines to what extent
this is possible.

0%
Total
Interest margin Interest margin
interest result
mortgages
savings

Treasury
result

By adjusting the FTP price for certain product types
and terms with a markup or discount, it is possible
to price certain products more attractively and as
such bring the terms of the assets and liabilities into
balance (see box text). FTP can therefore simultaneously serve as a management and monitoring tool.

An FTP framework also facilitates management
of departments on the basis of financial ratios
such as the liquidity coverage ratio (LCR) and
net stable funding ratio (NSFR), by adjusting the
FTP rates via markups and discounts. A robust
elaboration of this is complex, however, and falls
outside the scope of this article.

Challenges
Several aspects must be taken into account in order
to effectively implement FTP. The FTP rate is often
derived from the rate at which the bank can raise

With the relatively simple product FTP, an FTP rate
is determined once per product, on the basis of the
expected cash flows. With the advanced internal contracts FTP, the bank departments enters into internal
financing contracts with the central treasury at prices
set in advance. The example in the box below illustrates how both methods work and how they deal
with prepayments.
Internal contracts allow FTP to explicitly and effectively cope with the impact of early repayments.
Without these contracts, only the loss in (interest)
income will be included as standard in the department results. There is no direct solution for the loss
margin mentioned earlier. This remains with the
treasury, if there is no ad hoc penalty.

150
100
50
0
1 Year

2 Year

Principal outstanding

Principal outstanding

Example
150
100
50

Mortgage (FTP = 2,7%)

Figure 3:
Product FTP
versus Internal
contracts FTP

0
1 Year

2 Year

1 year FTP contract (2,0%)
2 year FTP contract (3,0%)

A bank issues a two-year linear mortgage of
N100,000 with annual interest payment of 4%,
whereby the customer is expected to pay off half of
the principal each year. There are no penalties for
early repayments. Based on the prices at which the
bank can raise funds and the expected repayment
behavior of the customer, the FTP rates for one
1
and two-year financing are set at 2% and 3% ,
respectively. The other costs for the department
equal 1% of the outstanding principal. For this
mortgage, according to the ‘matched funding’
principle, half of the amount is financed on a twoyear basis and the remaining half on a one-year
basis. At a bank with an FTP framework without
internal contracts, the FTP rate is set on product
level. This price is calculated as the IRR (internal rate

Table 1: Expected results
Product-FTP
Year
Interest income
-/- FTP costs
-/- Other costs
Expected result

(€ ‘000)
1
2
4.0
2.0
-2.7
-1.3
-1.0
-0.5
0.3
0.2

(% princ. outst.)
1
2
4.0%
4.0%
-2.7%
-2.7%
-1.0%
-1.0%
0.3%
0.3%

Internal contracts-FTP
(€ ‘000)
1
2
4.0
2.0
-2.5
-1.5
-1.0
-0.5
0.5
0.0

(% princ. outst.)
1
2
4.0%
4.0%
-2.5%
-3.0%
-1.0%
-1.0%
0.5%
0.0%

€ 50.000 * 3% + € 50.000 * 2% = 2.500 (=2.5% van € 100.000)

of return) of the expected cash flows. The coupons
are calculated on the basis of the FTP rates. In this
2
example that is 2.7% . At a bank with an internal
contracts FTP, the department concludes a one-year
and a two-year contract with the central treasury at
the prices mentioned above (see figure 3).
Although the value of the mortgage is identical
under both methods, the allocation of the result
over time is different. With a normal interest
rate curve, as in this example, the interest
income (expressed as a percentage) remains the
same, while the financing costs (expressed as a
percentage) increase as time goes on. FTP with
internal contracts is able to include this effect in the
results.
Now imagine that the interest rates on the market
decrease. The one-year financing rate is now 1%.
Because of the lower interest rate environment
the customer repays 80% of the principal after
one year, rather than the expected 50%. Because
of the extra early repayment the treasury must
put N30,000 back on the market for one year. The
return is now only just 1%, and the bank has a loss
margin of 1% on that amount (after all, it was raised
at 2%). Who will cover this loss?
The FTP system with internal contracts has an
explicit solution for this problem: a counter-contract
with a value of -N30,000 is concluded between the
mortgage department and the treasury. The simpler
FTP system does not have a direct way of dealing
with prepayments. Table 2 shows how these
repayments are processed in both implementations.

Table 2: Realized results
Product-FTP
Year
Interest income
-/- FTP costs
-/- Other costs
Realized result

(€ ‘000)
1
2
4.0
0.8
-2.7
-0.5
-1.0
-0.2
0.3
0.1

(% princ. outst.)
1
2
4.0%
4.0%
-2.7%
-2.7%
-1.0%
-1.0%
0.3%
0.3%

Internal contracts-FTP
(€ ‘000)
1
2
4.0
0.8
-2.5
-1.2
-1.0
-0.2
0.5
-0.6

(% princ. outst.)
1
2
4.0%
4.0%
-2.5% -6.0%
-1.0%
-1.0%
0.5%
-3.0%

1 In this example the costs of the interest rate dependency of
prepayments are not explicitly calculated in advance.
2 is the solution of

€ 50.000 * 3% - € 30.000 * 1% = 1.200 (=6% van € 20.000)

Conclusion
An FTP framework can provide clear insight into the
results of bank departments. When introducing this
framework, however, the complexity of the implementation and the incentives entailed by the system
must all be taken into account. A transfer pricing method with internal contracts provides for the best insights ex-ante and optimal profit attribution ex-post.
This enables effective monitoring of which products
and departments are expected to be profitable and
which indeed prove to be profitable.

FTP significantly increases the transparency of how
results are achieved and is therefore a valuable
instrument for control and monitoring.

Interested in learning more
about FTP?
Contact the author
Tim Neijs, at t.neijs@zanders.eu
or +31 35 692 89 89.
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Event

Report on Zanders Risk Management Seminar for banks and insurers

A post Basel and
Solvency world
Simpler, smaller, smarter.
Is that how we’ll describe the world after Basel III and Solvency II?
In the Zanders Risk Management Seminar for banks and insurers,
it was up to our four speakers to come up with some answers.

A care fund that invests in a Rabobank business
loan, the development of crowd funding, insurers
and pension funds granting mortgages and leverage
ratios that just won’t rise. Zanders partner Jaap
Karelse summed up the trends in the financial world
which indicate a sector in full swing. The Basel and
Solvency regulations should guard against any new
crisis being caused by over-complexity. Simpler is by
definition less complex, but does it necessarily lead
to better products? Are smaller financial institutions easier to regulate? And don’t smarter products
inevitably become complex? So how can the financial
sector be organized in a truly ‘simpler, smaller and
smarter’ way?
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Jaap Karelse
opens the seminar.

Several curves to manage
After Karelse’s introduction, Theo Berg, director of
the Actuary and Risk Management Group at Delta
Lloyd, was the first speaker to take the floor. He began by taking a step back in time to the foundation
of his company in 1807, and told us that for three
days now, Delta Lloyd is once again listed on the AEX
Index. In the 1960s, capital buffers formed the basis
of this insurer’s later success. “But our environment has changed quite considerably in the past
10 years”, said Berg. Introduction of the banking
‘blocked account’ savings scheme has been successful, but at the same time, results from the WGA-ER
insurance (personal risk insurance that complies

up with new liquidity norms, such as LCR (liquidity
coverage ratio), and NSFR (net stable funding ratio)”.
Regulation also has to be more forward-looking. “If
you look at all the indicators then, in fact, you only
see what has happened over the past few years. You
don’t see what hidden risks are currently being built
up by these institutions. We are now very focused on
this”, he explains.

Theo Berg

with the law on work resumption for partly able-persons) were under pressure; the risks entailed were
underestimated and a lot of money was lost.
Berg thinks it shows how important risk management is for an organization. Investments have to give
good returns, but there too lie risks. How is Delta
Lloyd handling guarantees they gave 10 years ago?
“Our challenges can be summed up in a choice of
four curves. Our insurance debt makes up 80-90% of
the balance sheet. The various parts of the organization can be valued on the swap curve, the ECB AAA
curve, the collateralized AAA curve or the Solvency II
curve. This is hard to manage.”
Berg demonstrated the considerations the insurer
has to take into account with a number of examples:
“The credit spreads determine the pricing of your
products.” The crux of the matter is that the company has to understand what it is doing, said Berg. “So
that means measurement and it starts with behavior”, he explained, just as we saw in the interview in
the spring edition of Zanders Magazine.

Strengthening of the macro-prudential regulations, the following item, concerns a better system
relationship between the financial markets, financial
institutions and the macro economy. “These three
have a strong influence on one another – look at the
real estate market.” For the last item on the agenda,
an effective crisis tool, Hilbers enlarged on DNB’s
new vision of regulation. “Despite everything I tell
you this afternoon, there is no guarantee we won’t
have another crisis”, he emphasized.

“You don’t see what hidden risks
are currently being built up
by these institutions”
After a short reflection on Basel II (“If you negotiate
something for 10 years, the result is always weaker
than when you began”), Hilbers picked through the
various elements of Basel III. Hilbers thinks that the
fact that Basel III is going so much faster is partly
due to transparency, a gradual approach and the

Unavoidable regulation
The next speaker looked at risk management from
a regulatory viewpoint. He is Paul Hilbers, division
director of Supervisory Policy at DNB. “A bank note
is just paper, but the value the central bank adds
is trust,” he noted. “The same goes for scriptural
money: you see your bank balance on your computer
screen. Regulation ensures that this represents what
you think it represents.” He then went on to illustrate what has been decided about regulation as part of
the international reform agenda. First and foremost
is the creation of buffers. “The old adage ‘if you
are solvent then you are liquid’ proved to be wrong
during the crisis. It was therefore necessary to come

Paul Hilbers
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UK, the number of regulators has risen enormously
compared to the number of bank employees.”

Pieter Emmen

G20 influence. “When people complain to us about
rules and the strict control, I often say: ‘three years
too late and a capital city too far north’.” A lot has hit
the sector, Hilbers concluded. “We are catching up
in the field of regulation and stricter control is a part
of it. It’s inevitable that it will increase, but we are
doing it gradually.”
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Spot the gorilla
Pieter Emmen from Rabobank also covers the stricter
legal and statutory regulations which now affect
every international bank. In his presentation, ‘Balance between risk and return under regulation’ he
opened with a short film, during which the audience
has to count the number of basketball passes. While
doing this, most of them didn’t notice the presence
of a ‘moonwalking bear’. The symbolic conclusion is:
‘it’s easy to miss something you weren’t looking for’.

“Compared to the number of bank
employees, the number of regulators
has risen enormously”
Emmen then spoke about the topics that Rabobank
is now focused on. Aside from the requisite cost
savings, a further virtualization of services and
‘regaining a good reputation’ after involvement/
implication in the Libor scandal, he listed a number
of regulation-related challenges. Basel and Glass
Steagall (the reform of the American Banking Act, intended, among other things, to control speculation)
are getting lengthier and even more complex. “In the

Emmen provided a number of graphs and diagrams
that illustrate how Dutch bank reserves have increased, how net profit has fallen as a result of low interest rates and high costs from credit losses, and how
capital ratios have grown strongly. An interesting
graphic is the one that shows the large world-wide
operating banks’ 2006 leverage ratios and where a
comparison is made between the banks which did
and did NOT survive the crisis. “You see that the
banks with a higher leverage ratio, i.e. more capital,
did survive the crisis. In America a leverage ratio
hardly existed, and so banks crashed. My attitude is
therefore: this ratio is certainly a good one, as long
as it is not a regulator’s requirement. Everyone will
use it for management purposes and the differentiating power of the leverage ratio will be lost.” Emmen
then demonstrated how much extra capital the Dutch
banks would need for a leverage ratio of 3% (Basel
III, hardly any extra capital), 4% (Dijselbloem, K5-25
billion) and 10% (academics, about K175 billion).
“What you can do as well is to reduce your balance
sheet. If you want to attain 4%, then approximately
K600 billion have to be scratched from the Dutch
banks’ balance sheet. That has a huge impact on the
banking system. And then you have the academics
who want a minimum of 10%, whereby K1,800 billion
has to be taken off the balance sheet.”
Emmen went on to discuss the huge amount of
paperwork involved in DNB’s asset quality review
(AQR) and brought his presentation to a close with
another film clip, simular to the first, in which more
is happening than just a gorilla walking through the
people throwing balls. The pay-off is a metaphor for
Emmen’s view on current regulation: ‘When you’re
looking for a gorilla, you often miss other unexpected events’.

Risk in an over-insured country
The last speaker of the day, journalist and TV presenter Jort Kelder, opened his presentation with the
words: “What a terrible profession you have!” He
went on to add: “I want to look back on the past 25
years when we were so busy money-grabbing and
then had to slam on the brakes.” Kelder used the
audience’s know-how to generate some interesting

Jort Kelder

discussions. “Why were we so successful during the
‘Golden Age’? Because we had an economy based
on trust where verbal agreements got us a long way.
Anonymity has speeded up the process but it has lost
the element of trust. If you ever want to get that trust
back, it means taking a dive. I ask myself, when I see
all those rules and regulations presented today, if we
are willing to take any risk at all in this over-insured

country. It all went wrong in the 17th century when
too much officialdom came about. The tax collector
had a lucrative profession, but let other minions
collect the money, creating higher transaction costs
and a less efficient system.” After a number of film
clips showing man’s greed (Wall Street) and the drive
of entrepreneurs, Kelder draws a picture of decisionmaking in Europe and Dutch politics. He gives the
audience something to think about with regard to
current regulators, such as the view that “the consumer would prefer small, flexible banks, but due to
the regulators’ demands we only have large banks
who only run a system risk.” Because of regulations,
banks’ business models are the same everywhere –
that is a risk. Kelder wrapped up by expressing his
hope that the audience will approach innovation with
fewer civil servants, saying: “And if you really can’t
do it, then get into a fighting economy outside the
Netherlands, where there’s a rumble in the jungle.”
The day came to a close with a drinks party during
which it was obvious that the presentations had
given much food for thought and discussion.
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GlobalCollect transfers to SWIFT Alliance Lite2 for Corporates

Switch to standardization
A transfer to a new system is usually a complicated and time-consuming process.
This particularly rings true for a company like GlobalCollect, which processes
hundreds of thousands of online transactions for banks all over the world on a daily
basis. How did this payment service provider (PSP) tackle the complicated challenge
of adopting SWIFT as its new system?
In 1994, the current GlobalCollect was set up as a
division within the old TPG Post company to ensure a
well-organized payment system for parcel deliveries.
Back then it was dealing with offline payments, such
as cash on delivery, but when digitalization took
off, the postal company decided to go online with
its payment services. Now, GlobalCollect is a fastgrowing company, independent of TPG Post, which
processes worldwide online payments for retailers
operating internationally. This PSP offers them one
platform so that they do not have to deal with the
complexity of various foreign banks and their
payment systems.

Connections and conversions
Michael Roos, vice president of merchant boarding
at GlobalCollect, says that the market for PSPs has
quickly become ‘professionalized’. “The industry has
developed enormously over the past 10 years, also
as far as legal and statutory regulations are concerned. We fall under the supervision of the Dutch
central bank, De Nederlandsche Bank, and are affected by the EU’s Payment Services Directive (PSD).
Companies who conduct business abroad, such as
airlines or online retailers, need to receive payments
from abroad. That adds to the complexity as it is a
huge challenge setting up all the connections.

You not only have to deal with the local banker, but
also with all sorts of foreign banks.” A PSP not only
has all those necessary local connections but is able
to offer the client various payment methods via one
point of access. “As a company you then have not
only the local payment method, such as iDeal in the
Netherlands, but also those in other countries where
you have customers.”

Jill Tosi (left)
& Michael Roos

Since GlobalConnect processes many millions of
transactions each month it is able to compete on
price – something a single company cannot do with
only several hundred transactions. Customers enjoy
a more favorable rate – despite working with an
intermediary – than they would with a bank. Besides
dealing with the complexity of connections, Global-

Collect’s clients enjoy large-scale benefits for other
services, such as currency conversion. “Collection
of foreign currency can be outsourced,” Roos adds.
“If you get paid in Brazilian real, which is not freely
convertible, we do the conversion. Clients then have
quicker access to their money in their own currency.”

New for corporates
When GlobalCollect was starting up, it began with
a few bank interfaces. “But after about 15 years we
had more than 50 interfaces within an out-of-date
infrastructure. In order to bring this infrastructure up
to a technological standard that was market compliant, we decided that SWIFT was the best solution.
But to get started we didn’t have the required knowhow and manpower. So when we looked around for a
company with plenty of expertise we hit on Zanders.
I had spoken to Sander van Tol about three or four
years ago and remembered that Zanders knew a lot
about SWIFT. In the spring of 2012 I met Jill Tosi and
in October the project kicked off.” Zanders taught
GlobalCollect about the possibilities and impossibilities of SWIFT. “And Zanders was the right choice,”
says Roos. Originally, SWIFT was a connectivity channel for banks, and since 2000 it has also become
available to corporates. When GlobalCollect decided
to start using SWIFT’s Alliance Lite2, a new cloudbased SWIFT communication tool, it was new to the
market. Roos says: “As one of the first adopters, we
were working with a completely new SWIFT system.
The interfaces particularly were new and unknown.”

“After about 15 years
we had more than 50 interfaces
within an out-of-date
infrastructure”
GlobalCollect’s reason for acquiring SWIFT was
twofold. On the technical side, the number of
interfaces had to be reduced. On the other hand,
SWIFT had to standardize formats and the provision
of information. Roos adds: “In order to be able
to profit from the systems we had to have good
information. Good information is standardized in IT,
and so we ended up with SWIFT. The way information
was shared with banks had to be standardized as
much as possible. This was our starting point with a
kick-off on various workflows.”
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Fully-fledged tool
The challenge for GlobalCollect was mainly in
connecting to banks. The old interfaces had to be
replaced with new ones. Whereas SWIFT has everything standardized, it appeared that the banks did
not. Roos explains: “Banks who want to connect via
SWIFT each send their own technical implementation
document; where one sends a single Excel-sheet
with technical details, another sends a 20-page contract.” Roos noticed that SWIFT, banks and corporations were not necessarily used to dealing with each
other in this context. “Particularly outside of developed markets, the banks have not come that far yet
and there is a good deal of indifference. This makes
project-based work and estimation of turnaround
times difficult. We approached a number of banks
and looked to see which ones reacted the fastest
and in the most professional way, and we started
with them. This is not what you would normally do.
I think we got off to a good start, but the migration
path will take a number of months to complete.”
20

“If we didn’t have the standardization
of the SWIFT system,
it would have been much harder”

The time required for testing individual connections
and carrying out test cases can be very long. Roos
says: “SWIFT is a fully-fledged tool and the parties
used to working with it are large financial institutions. For us as a young, upcoming, dynamic industry,
we really have to adapt to the banks – it’s a completely different culture.”

Change of format
With the huge amount of transactions involved, a
transfer to another system is risky. “Therefore we ran
the two systems in parallel during the migration,” he
explains. “We also deliberately decided to link the
largest parties first, leaving the legacy system running as we integrated SWIFT into the organization.”
This means that a back-up is not necessary. “SWIFT
is a unique system, with relatively large numbers of
redundancy channels and recovery scenarios, so that
it can guarantee unique processing.”
According to Zanders consultant Jill Tosi, this is
because SWIFT is owned by the banks: “They have

so much trust in their system that they assume
responsibility for payments. SWIFT has such a robust
system with minimal failure percentages,
that customers can put complete trust in its
information process.”
At the time of transferring to the new system, GlobalCollect had a lot of IT projects on the go. The SWIFT
implementation was also part of a much larger project, Process Excellence, where several systems had
to be modernized in order to meet market standards.
“There was a lot of pressure on the IT department at
GlobalCollect,” Tosi says. “The electronic banking
systems were all stand-alone, i.e. not integrated into
the daily processes. There were about 50 electronic
banking systems, and someone had to log into each
one separately with a different token each day. For
one or two that is feasible, but 50 is too many.” And
Roos adds: “The whole idea was to continue with
significantly fewer interfaces – preferably one. And
we are still very busy with that.”

“Particularly outside of developed markets,
there is a good deal of indifference”
While GlobalCollect was carrying out the migration
to the new system, the banks were right in the middle of the SEPA migration. “That had consequences
for the introduction of new formats within SWIFT,”
Roos says. “We had to make a decision: do we go for
MT940, the old standard for bank statements, or do
we go for CAMT 053, the XML-successor of MT940?
XML is a future-proof format but is not offered by all
banks. As a consequence of SEPA, some banks will
have to be migrated twice: firstly to MT940 and then
to XML. An interesting aside is that where SWIFT
offers the version 2.0 solution to corporations, many
banks are just not ready for SWIFT connectivity with
businesses. A number of large Anglo-Saxon banks
have indicated that MT940 interfaces are not yet
available for a direct connection to SWIFT Alliance
Lite2 with corporates.”
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Michael Roos

responsible for the learning curve in our company.
We have become self-supporting as far as SWIFT is
concerned.” After the SWIFT project, Zanders also
helped GlobalCollect with the selection and implementation of a new treasury management system
(TMS) and a reconciliation tool. “Messages coming
from SWIFT could be uploaded to our TMS straight
away,” Roos says. “The same goes for our reconciliation system. If we didn’t have the standardization of
the SWIFT system, it would have been much harder.
In the banks’ own technical file formats there is a
degree of standardization, but it’s not complete. It
is clear to us that getting the standard functionality
working would not have been possible without the
successful implementation of SWIFT Alliance Lite2.”

Business as usual
The SWIFT migration to large banks is over and this
year other banks will follow. After the first three
banks, Zanders withdrew from the process. It is now
more like business as usual,” says Roos. “Zanders
not only did the implementation, but was also

Would you like to find out more about
treasury system solutions or SWIFT?
Then please contact Jill Tosi
via j.tosi@zanders.eu
or +31 35 692 89 89.

Trends

Treasury in development
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Trends or hype?
Many articles claim to describe the most recent
trends in a certain ﬁeld. Our ﬁeld of treasury, risk
and ﬁnance is undergoing major changes and it
seems as if one trend is blending into the next. But
with so many changes can we really still talk about
individual ‘trends’, or are certain developments just
subject to a great deal of hype?

In order to answer this question, it’s a good idea
to start by defining the term ‘trend’. It is above all
important to realize the difference between an actual
trend, on the one hand, and a topic that is receiving
a great deal of ‘hype’, or short-lived interest and attention, on the other. A trend is a long-term movement that we observe in society. In order to properly
observe these long-term movements in our field over
time, we will first have to determine where we are
coming from.

Internal and external changes
We have observed a number of so-called ‘trends’
over the past few years, however many of them contain little real innovation. Based on the agendas from

the various conferences and publications in trade
journals over the past five years, we see the same
topics recurring and being hailed as ‘new trends’:
cash visibility and cash flow management, changes
in regulation and the importance of risk management
and financing. Since these have always been areas
of special attention for the treasurer, we can scarcely
keep calling these topics ‘new trends’. At best these
topics are being temporarily placed more in the spotlight than in the past.

We see that the treasurer’s
responsibilities have expanded

So what long-term movements do we see? In our
view, there have been two main categories of change
facing corporate treasurers: internal and external. Internal changes relate to the function and responsibilities of the treasurer as his or her remit is expanding
and is more integrated with the business. External
changes over the past few years have mainly come
from regulation, lower growth (or even contraction)

in the real economy and developments in information and communications technology (ICT).

The function of the treasurer
A trend can indeed be seen in the development of
the work remit and responsibilities of the treasury
function over the long term. The days when the
treasurer was a specialist in an ivory tower who
arranged the ‘banking issues’ are long past. Today,
the treasurer is expected to be a proactive sparring
partner and advisor to the business, using his
knowledge on (the quantification of) financial risks
and the time value of cash flows.
From this broader and more integrated package of
tasks, we see that the treasurer’s responsibilities
have expanded from just working capital manage-

Data analysis and profiling can be
a distinctive proposition for banks
towards their customers
ment to include the insurance portfolio, actively
contributing to investor relations, managing
commodity price risk (such as transport costs,
energy prices and raw materials for the production
process) and that they participate in the management of tenders. The most recent trend we have
observed is that the treasurer more often helps to
quantify the financial risks in the determination of
a so-called risk-weighted profit margin. In the ‘riskadjusted return on revenue’ idea, the gross profit
margin is corrected with risk-related discounts. A
risk-weighted discount is determined for, among
other things, the currency risk, commodity price
risk, credit risk and working capital charge arising
from the turnover in order to gain better insight
into the actual risk-weighted profitability.

Developments in ICT
In the area of ICT, a long-term development is
underway with the continuous struggle between
the specialized stand-alone treasury management systems (TMS) and the integrated treasury
modules of ERP systems. But integration is at the
expense of flexibility. Treasurers must anticipate
these developments better and that is why we see
a move towards more risk management-driven
components in the TMS systems.
A second trend in ICT is ‘big data’. Research firm
Gartner defines big data as ‘high volume, high
velocity, and high variety information assets’ – the

so-called three ‘v’s of big data. The volume comes
from the growing number of databases. Variety in
the data comes from the broader databases, since
more records are being stored per transaction.
The velocity is in the speed at which data must be
available. The faster availability is both internally
driven (‘near real-time reporting’) and externally
driven, by regulators who want to receive reports
faster and more frequently. Banks have a great
quantity of data on their customers’ payment
histories. Banks profile customers on the basis
of analysis of big data. This knowledge is also
of added value for the treasury, of course, from
the perspective of cash flow planning and risk
management. Data analysis and profiling can be
a distinctive proposition for banks towards their
customers.
In addition to the great advantages of ICT developments there are also dangers, namely cyber-crime.
This not only affects the treasurer, but many levels
of the company. For treasurers, cyber-crime has an
impact on the security of the payment transactions.
Because the treasurer is responsible for that,
additional coverage for insurance is needed.

Alternative financing
The topic of ‘gaining access to alternative financing’ has been high on the agenda for nearly all
treasurers since 2008. But is there good reason
for this? Over the past few years, many companies
have drastically reduced the level of investments
and acquisitions, which means they have lower
financing requirements. The much-hyped and
feared ‘wall of refinancing’ also never materialized
and we only partially see the negative effects of
Basel III/CRD IV on companies. With a properly
functioning public capital market where there is
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sufficient demand for new debt instruments and with
banks that participate in syndicated loans at sharp
credit spreads, the question is whether the search
for alternative financing is still a trend. We think so,
because as soon as the real economy picks up and
the corresponding demand for new capital increases,
there will be more pressure on financing from banks.
The banks will increasingly feel the effects of Basel
III/CRD IV, however. And not only in the provision

There will be more pressure
on banks’ provision of intraday
and overnight liquidity
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of shortening the cash conversion cycle, new hedge
strategies and the realization of alternative financing.

Redefinition
In conclusion, we can state that certain topics will
always be on the treasurer’s agenda, such as better
insight into cash flows, effective risk management
and the implementation of regulation.
Certain internal or external developments may cause
these topics to temporarily be in the spotlight. These
are not real trends, however. The long-term changes
are, in our view, mainly in the redefinition of the
treasury function and how treasurers use the
developments in technology. It will be several years
yet before we can conclude whether these topics
were simply hyped up or whether there has actually
been a structural change.

of bank financing. There will be more pressure on
banks’ provision of intraday and overnight liquidity,
while notional cash pooling structures are under
pressure and the derivatives trade and trade finance
are also being affected by the changing regulations.
This entire package of Basel III effects will result in
higher costs for liquidity for businesses and therefore reinforce the demand for alternative forms of
liquidity. The alternatives can be found in the form

Interested in learning more about
the latest developments in the area
of treasury?
Contact Sander van Tol:
s.van.tol@zanders.eu
or +31 35 692 89 89.

Column

Integration
between treasury
and business
Laurens Tijdhof

Integration between treasury and the wider business
is a prerequisite for an effective and efficient treasury
organization. The remit of
the treasury function has changed in recent years
so that treasury is now expected to be a much
more proactive advisor to the company.
Traditionally, the treasurer’s role was primarily
based on ‘how to manage cash flows effectively’.
Over the past decade, the treasurer’s function has
grown to become more of a strategic partner for
the business. Currently, treasury is considered the
expert on 1) the quantification of financial risks and
2) the time value and accessibility of future cash
flows. The specific knowledge around those two
areas can and should be used in an integrated way
for the business.
There are numerous examples of where this specific knowledge is required and how it adds value to
the business process. One instance is the capital
allocation process. Treasury has a leading role in
advising the CFO on decisions around complex
investments, taking into account country-specific
risks, diversifying companies’ debt portfolio,
project-specific WACC calculations, impediments
from restrained cash, etc. Yet another, mostly still
undiscovered, area where treasury can play a pivotal role for the business is on the commercial side.
Market practice is to evaluate (forecasted) sales
by taking into account financial risk factors. By
measuring the Risk Adjusted Return On Sales (RAROS), the company can gain more insight into the
true profitability of individual projects and business transactions. This more integrated approach
offers an increasing scope for treasury (and other
functions) in areas such as pension funds, working

capital management, credit risk management, insurance and procurement. With regards to the latter,
treasury is often asked to support procurement
with regards to purchasing different commodities
and energy and managing the related financial
risks in the process. In the area of managing
working capital, treasury is well positioned to take
a leading role in working towards a more efficient
use of cash within the supply chain. With financial
supply chain management, the company is able to
decrease working capital while also increasing supply chain resilience. This is vital for most corporates, since supply chain disruptions are costly.
Against the background of these developments
and the increased focus on centralization and
standardization, we see that, with treasury in the
driving seat and in close cooperation with the AR
and AP departments, companies are increasingly
outsourcing their payments, and to some extent
their collection processes, to a shared service
centre (SSC). With the use of a payment and collection factory and concepts like Payment on Behalf
of (PoBo) and Receivables on Behalf of (RoBo),
corporates are able to increase efficiency, control
and visibility significantly. In the light of increased
demand for real-time visibility and accessibility
of global cash positions, this is considered best
market practice.
To conclude, due to the changing role of the
treasurer, the remit of the treasury function has expanded. Treasurers can therefore take advantage
of new opportunities and thereby add value across
the business.

l.tijdhof@zanders.eu
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Event

Report on Zanders’ Pension Fund Seminar

Focus on challenges ahead
Zanders’ second risk management seminar for pension funds took place on 27 March
2014, under the motto: Focus! On the future. Four presentations tackled the subject
from four different perspectives.
26

Zanders partner Gerbert van Grootheest opened the
seminar by telling us that the origin of pension schemes dates back about 130 years. In 1881, the Stork
Manufacturing Company in Twente founded the
first Dutch company pension fund. In Germany the
first legal state pension fund was founded by Otto,
Count of Bismark. “The state pension age was then
set at 70. The condition for a pension was that you
had served the common good – now THAT is food for
thought”, says Van Grootheest. He went on to illustrate the most relevant milestones in pension history
by means of the stock market index and interest rate
developments. As Van Grootheest proffered a number of different theories, the audience quickly settled
down to the prospect of an interactive morning.
The four guest speakers each approached the morning’s theme – Focus! On the future – from their own
individual perspectives. With interesting questions
from the audience, the morning took shape. Marc
Simon Visser, founder of
Actuarial Advice, kicked off
with a presentation concerning
the coming Financial Assessment Framework (FTK) for a
new pension scheme. The FTK
has to be in place by 1 January
2015 and Visser illustrated the

countdown to this date with the following practical
tip: “book time now with your advisors, otherwise
you will have to join the end of the queue later this
year”. The year ahead will be challenging and will
pose many hurdles; the questions from the audience
reflected their awareness of this.
The different perspectives illustrated the complexity
of the new rules, including administrative preparations, new investment policy, legal documentation
and communication. Aside from the legal requirements, the new pension scheme has to be recognizable, achievable and intelligible. Visser made his
own predictions for the future: an average premium,
introduction of a general pension fund (APF), a more
professional pension board, a further shift towards a
hybrid savings system and defined contribution (DC)
pension regulations.
Visser’s presentation
provided a good
foundation for Iris
Sluiter, head of
department of Pension Management
and Organisation at
de Dutch National Bank (DNB). She addressed the
non-financial risks of pension funds in her presentation: operational risks, governance, integrity and

compliance. These risks are more difficult to quantify
than financial risks and have to be looked at as a
whole. Recent crises and cases of property fraud
have shown how important it is to recognize and
control these risks. “Control can only be achieved by
balanced decision-making. And that requires professionalism”, said Sluiter. DNB classifies governance
legislation according to people, models and joint
decision-making. The pension board is responsible
for behavior and culture. Risks concerning integrity
violation and outsourcing can only be controlled by
balanced management. The audience said it was actively engaged with this issue and Sluiter expressed
her opinion that this is exactly the way to arrive at a
decision. “With this sort of new legislation it is vital
for each party to keep the dialogue going”.
Oscar van Angeren,
a partner at Houthoff
Buruma, then illustrated the regulatory
framework of the AIFMD
(Alternative Investment
Fund Managers Directive) for the outsourcing of asset management and
custody. “During the past few years there has been
a huge change in how pension funds handle their
outsourced contracts,” he said. “The moral of the
story today is: there is a lot more to gain than you
think for pension funds and other asset managers.
Gone are the days when pension funds enjoyed a
relationship of mutual trust with their asset manager
and their custodian. Where mistakes can be made, it
is then vital to have a good contract.” Van Angeren
suspects that many pension funds, in particular the
older ones, have not properly contractually defined
the outsourcing regulations. And according to pension law that is a punishable offense. He expects the
DNB will play a greater role here in the near future.
To be in control requires far more consideration than
previously thought when it comes to outsourcing
of asset management and custody. A Service Level
Agreement (SLA) for example, is necessary to cover
the daily tasks of asset manager or custodian. “And
it is far better to include less that is binding, than
more that isn’t”, according to Van Angeren. Pension
funds take a lot of trouble negotiating a contract with
their asset manager but often do not appreciate the
effect of what will happen when they invest in unit
trust funds (fiscally transparent investment funds),
whereby the terms of the fund take precedence over

the contract.
The last speaker of the
morning, Citi
director Jules
Koekkoek,
highlighted
the financial
side of the pension system with his presentation
‘Moving away from defined benefit (DB)’. In England,
for example, the trend has long been towards individual DC, Koekkoek tells us. He compares the Dutch
situation with that of Denmark, where the system
shifted from a minimum guaranteed pay-out (DB) to
a DC without any guarantees. “Transparency plays
a big role in the options you finally choose, with
sharing of risk and resources between the young
and the old. The question is: what is the impact (in
terms of financial risk) on asset allocation when
moved from DB to a collective or individual form of
DC. “The most important issue is whether or not to
hedge interest. One of the biggest problems is that
now the long-term interest rate is very low, it is difficult to generate a sustainable pension from interest
returns,” says Koekkoek. He also shows that clearing
of derivatives through centralized counterparties
requires more liquidity for interest rate swaps than
previously. Pension funds are still exempt from this,
but this exemption will cease to exist in a few years
time.
Van Grootheests’ theories gave rise to a lively discussion in the audience. Although many challenges
remain, the seminar came to a close leaving behind a
satisfied and inspired audience.

Zanders Pension Fund Desk focuses on integral
liability and portfolio risk management and reporting. The desk is also specialized in over-the-counter
(OTC) derivatives, valuation and appraisal of alternative assets.
If you have a pension fund related
question or request, please contact
Jan Meulenbelt on
j.meulenbelt@zanders.eu
or +31 35 692 89 89.
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20 years

Pragmatism, freedom
In the 20 years since it was founded, Zanders has grown into an international
operating ﬁrm with a broad expertise in treasury, risk and ﬁnance. Based in four
different locations in Europe, the company now employs more than 130 consultants
working for a diverse group of clients in various sectors. How did these consultants
come to be at Zanders? And how does Zanders distinguish itself as an employer? Four
consultants share their stories of the road to Zanders.

Mark van Ommen
Geert Deprez
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“At the end of the 1980s I met Chris
Zanders and Rob Naber. At the time I
was employed by Beyers and partners,
who were then working for ABN
Amro. I therefore witnessed the early
beginnings of Zanders, back in 1994. It
was at that time, while working at XRT
– later taken over by SunGard – that
XRT and Zanders formed a partnership
and this is how I met Sander van Tol
and Laurens Tijdhof. Five years ago I
joined Zanders at the Brussels ofﬁce.
I was always on the other side of the
table, as a software consultant, and
realized a gap in the market of treasury,
ﬁnance and IT. The combination of
experience and, particularly, young
ambition appeals to me. There’s a lot
of internal coaching, in an international
environment.”

“When I was ﬁnishing university nearly
a decade ago, my mind was set on
starting a career as a consultant in
ﬁnance. I visited several of the large
consultancies, but when going into
the Zanders ofﬁce for a meeting I
was immediately convinced. I was
impressed by the open atmosphere,
the pragmatic and hands-on approach
to projects, and the knowledge level
of the consultants. In the years after,
I’ve had the chance to work for many
interesting clients, both inside and
outside of the Netherlands, on many
interesting projects. In 2011 I got the
opportunity to move across to our
London ofﬁce. It’s great to be part of
Zanders’ international expansion and
I still enjoy the freedom and room for
initiative at this company every day!”

and responsibility

Andrew Sloane
“I have been employed at Zanders
since April of this year but we’ve
known each other for much longer.
Approximately seven years ago
CEVA Logistics had become newly
independent after its detachment from
TNT, and this resulted in the need for
a new treasury department. I joined
CEVA at this time and this is how I came
to know the consultants at Zanders,
who supported CEVA as their treasury
was established. My impression
was a positive one; they worked in a
professional and pragmatic manner
and offered real solutions. After I left
CEVA, I continued to have contact
with Zanders consultants at treasury
events and conventions. In my career
I have worked with many consultants,
in various ﬁelds. As I worked from the
clients’ side I developed a clear picture
of what constitutes valuable consulting
support. My conclusion is that Zanders
positively distinguishes itself from the
rest and, because of that, I am pleased
to be working here.”

Liam O’ Caoimh
“When I ﬁrst heard about Zanders,
they were a competitor. Thus my ﬁrst
impression of the company was slightly
ﬂavored! At the time I was working
in a ‘Big Four’ treasury consultancy
and met people from Zanders on
several occasions, mainly at tenders
and treasury events.
In 2009 I had a meeting with Sander
van Tol and heard that Zanders
coincidently had plans of starting an
ofﬁce in Zurich. During a number of
meetings that followed we shared
ideas and soon things became reality.
In 2010 I joined Zanders. I especially
enjoy the entrepreneurial spirit within
the company and the international
aspect of our work.The freedom and
responsibility make working at Zanders
pleasant and inspiring.”
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Short

Treasury Transformation
Seminar in London
Rapid changes in technology, regulation and the financial landscape have redefined the role and importance of
the corporate treasurer. Our seminar will deal with the
topic: “Treasury transformation – enabling the treasurer
to become a true business partner”.
Zanders has experienced, first-hand, a treasury transformation trend sweeping global corporate treasuries in
recent years. We have seen an elite group of multinationals pursue increased efficiency, enhanced visibility and
reduced cost on a grand scale in their respective finance
and treasury organizations.

30

We are ready to receive our guests from 13:00 at St.
Paul’s, where coffee and a light lunch will be served.
The seminar will start at 13:30.
Phil John, EMEA treasurer at Mars, will discuss his views
on treasury transformation and the changing role of the
treasurer. Gavin O’Dowd, Finance Director Iberia at BAT
will discuss his experience heading a global Treasury
Transformation Project and his subsequent transition
from a Treasury role to a Finance role. Laurens Tijdhof,
partner at Zanders, will present Zanders’ experiences
of treasury transformation. Other speakers will be announced as soon as they are confirmed. The program
will also include a panel discussion featuring corporate
treasurers, banks and vendors.
The seminar will conclude at 17:00, after which there will
be an opportunity for networking while enjoying drinks.
Please join us at this complementary event in the unique
surroundings of St Paul’s Cathedral!

Phil John joined Mars Inc. 25 years ago, and has been
responsible for treasury in EMEA for eight years, having
previously held a wide range of European finance roles.
In addition to providing treasury leadership across this
region, he also fulfills the following global leadership
roles: ownership of the in-house bank, inter-company
netting, treasury IT strategy, eBAM and supplier finance.
Gavin O’Dowd joined British American Tobacco in 2008
as a Corporate Finance Manager focusing on the structural funding and risk management. He then became the
Head of Treasury for BAT’s global restructuring project
TaO in 2011 after which he moved to Spain to become
BAT Iberia’s Finance Director.
Laurens Tijdhof is partner at Zanders and responsible for its international offices in the UK, Belgium and
Switzerland. Laurens is jointly responsible for our global
advisory services in the corporate sector.

Preliminary agenda
When: 25th September, 2014, from 13.00 to 17.30.
Where: St Paul’s Cathedral, London, UK
Who should attend?
This seminar is geared towards group treasurers, CFOs,
treasury managers, assistant treasurers and/or senior
finance executives.
Registration
Availability is limited, so please secure your place by
visiting our website and completing the registration
form: www.zanders.eu/events/tts

Calendar

Description

Location

Date

SAP Annual Conference 2014

London, UK

8-9 July

Zanders Academy Treasury Transformation

London, UK

25 September

EuroFinance 2014

Budapest, H

15-17 October

AFP 2014

Washington, USA

2-5 November

DACT 2014

Noordwijk, NL

13-14 November

Zanders Academy Boot Camp Corporate Treasury

Amsterdam, NL

17-19 November

RiskMinds Banking 2014

Amsterdam, NL

8-12 December

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

Zanders Netherlands
Brinklaan 134
1404 GV Bussum
+31 35 692 89 89

Zanders Belgium
Place de l’Albertine 2, B6
1000 Brussel
+32 2 213 84 00

Zanders UK
26 Grosvenor Gardens
London, SW1W 0GT
+44 20 7730 2510

Zanders Switzerland
Gessnerallee 36
8001 Zürich
+41 44 577 70 10

Postadres
P.O. Box 221
1400 AE Bussum
The Netherlands

