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Evaldas Balkys
“Ever since my middle school years,
my future path started to take shape:
I’ve always been a ‘quantitative
guy’. My professional career started
in 2007, while I was still enrolled
in my bachelor studies in software
engineering. At that time, I joined
Nordea Bank’s branch in Lithuania
for a summer internship, but I stayed
for more than four years, with several
positions in corporate leasing, factoring and credit management. After my
experiences at Nordea, I decided to
pursue a master’s degree in financial
economics. It was clear to me that I
wanted to remain in finance.
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Study:
Master Financial
Economics (20112013), ISM University
of Management and
Economics (Vilnius,
Lithuania) and HEC
Management School
(Liege, Belgium)
Bachelor Software
Engineering (20052009), Vilnius University (Lithuania)
Graduated:
2013
At Zanders since:
14th of March 2016
Function:
Consultant for corporates (Swiss office)

Soon after I was born in Vilnius, the Soviet Union
collapsed. Lithuania’s independence was restored
and Vilnius became our capital again. But as the
first generation to live in the independent country,
we were far from spoiled; we faced hyperinflation,
unemployment, political instability and organized
crime. All this contributed to the fact that my parents wanted me to find my way abroad, to live the
life they wanted but couldn’t have.
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I also came to realize that the local market was too
small for my ambitions. After finishing my master’s
degree in financial economics in Belgium, I found an
opportunity with Mondelez International in Switzerland, which helped me to develop myself further.
Then I became a business and treasury analyst
at Varo Energy, where I helped set up a treasury
department.
In March, I joined Zanders as a consultant to support the Corporates team in Zurich. Working here is
like being in the front seat of a roller coaster: very
dynamic, new projects, new learning and development opportunities – I always move forward and it
feels like I’m ahead of everything. My colleagues
are open to new ideas and encourage knowledge
sharing. Every opinion counts. Also, there’s a very
strong goal-oriented team culture. We all give our
best to deliver only the top results.”
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Foreword

10 years
You are now reading the
40th edition of Zanders
Magazine. In other
words: the most recent
of an impressive pile of
10-year-history, containing a lot of pre-crisis
articles! A decennium
ago we anticipated on
high interest rates, due
to an overheated economy. The 10-year swap
was around 4 percent at that time and rose to over 5
percent. But then the crisis came…
From that moment on it was no longer the market but
the central banks who ruled the world; immense bondbuying programs, financed by the creation of money,
caused a drop of the 10-year interest rate to just above
0 percent. Incredible!
We now face the uncertainty: will the interest rates go
up again (as indicated by the FED) or will it continue

to drop to -5 percent? Some banks already use this
below-zero percentage in their stress tests. It may
sound weird, but ten years ago we had exactly the
same thoughts about rates of around 0 percent. As
long as politics rule instead of the market, the old
Ninja motto ‘Always expect the unexpected’ is most
applicable. After all, a controlled movement is statistically unpredictable. Furthermore, the political world is
not interested in a tighter monetary policy and prefers
to wait for the next crisis.
Sometimes people ask me: what’s actually the
difference between hedging and insuring?
Then I explain that hedging is about capturing the
market (to counteract future cash fluctuations), while
insuring is about buying off extremities (like a collision
or a fire). As treasurers and risk managers we should
perhaps start thinking about insuring rather than
hedging. That would also bypass the market valuation
problems on the balance sheet.
It seems that we did learn some wise lessons over the
past ten years…
Rob Naber
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Bucher’s clean sight
on asset exposure
With its expansion in Asia, Bucher Industries faced a tradeoff between local
currency funding or central intercompany funding in Swiss francs for its foreign
subsidiaries. This choice has an impact on the company’s net asset value exposure. In order to pro-actively manage these translation risks, Bucher looked for
a partner to develop an integrated decision-making framework.

Bucher Industries is the world leader in its field – yet
the company may not be a household name for most
of us. Surprisingly, we have all probably encountered
one of the company’s products in a European city or
in the country. On five continents, this Swiss company manufactures machinery and vehicles, used for
a variety of purposes, such as harvesting, producing
and packaging foods, or as hydraulic drive systems
for high-performance equipment. Moreover, Bucher
is the world-leading supplier of municipal vehicles
for cleaning and clearing operations in urban areas.

In 2015, Bucher Industries generated sales of CHF
2.5 billion with its 11,500 employees located worldwide. The Swiss-listed multinational operates in five
divisions, each manufacturing a range of specialized products: municipal cleaning vehicles (Bucher
Municipal), agricultural machinery (Kuhn Group),
hydraulic systems (Bucher Hydraulics), glass containers (Bucher Emhart Glass) and Bucher Specials
(comprising Bucher Vaslin, Bucher Unipektin, Bucher
Landtechnik and Jetter), which produces systems for
winemaking, fruit juice, instant products and beer.

Expanding eastwards
The group aims at further strengthening its leading
position in its various sectors. Currently, Bucher’s
main attention is on two strategic pillars. First, the
company is in a process of streamlining certain
business divisions by optimizing the location of the
production while maintaining centralized competency. Second, it aims for growth by increasing its
investments in emerging markets.

“Our objective there is to keep
the streets in the Asian cities clean”
“Our objective there is to keep the streets clean”,
says Frank Rust, head of treasury at Bucher Industries with respect to Bucher Municipal. With the
further expansion of the group’s businesses, Bucher
is more active in India, China and Turkey.
“The expansion into Asia is interesting, both from an
operational and a financial point of view. To say it in
laymen terms: the streets in certain Asian cities have
another dirt intensity compared to the streets of
European cities. So for the group’s Asian expansion,
we need to re-engineer our products to deal with the
new environment in which they operate. With the
re-engineering, new market-specific techniques are
developed too.”
Procurement of local components also becomes a
topic to ensure the overall product fit with the local
market. Not only technical challenges arise, also
the negotiation process with potential business or
banking partners is different in India, China or Brazil
as compared to the developed markets. In China,
for example, a joint venture approach to market
entry might be opportune, instead of starting with a
greenfield project.

NAV exposure

On the right:
Frank Rust

From a corporate financing and risk management
point of view too, the expansion offers new challenges. Bucher has been active with international acquisitions for a long time. In Brazil the first material
acquisition was in 2005, the group acquired METASA
S/A, which enabled the Kuhn division to establish a
local base with engineering, production, sales and

service capabilities. In 2014, Bucher acquired Montana, a company that specializes in self-propelled
crop protection sprayers and fertilizer spreaders.
After this second substantial Brazilian acquisition,
the Brazilian real (BRL) exposure became material;
after the euro and the US dollar, it was the third
largest currency exposure. “At the time of the acquisitions, we needed to decide on the funding structure: a choice between local funding in Brazilian real,
or central intercompany funding via Switzerland in
Swiss francs”, says Rust. The choice on either local
real funding or Swiss franc funding has an impact on
the net asset value (NAV) exposure from a consolidated level. The NAV, in its turn, has an impact on
Bucher’s translation risk. A strong appreciation of
the Swiss franc, compared to other currencies in
which Bucher has a NAV exposure, would impact the
equity of the company and the related equity and
leverage ratio.
5

Key risk indicator
The existing model used a scenario analysis to
simulate the NAV given different factors. A pragmatic
hedging approach was used, by which 50 per cent of
the funding requirement was funded locally; 50 per
cent in the local currency and 50 per cent via Swiss
franc intercompany funding. It paid off quite well,
but given the significant fluctuations of currencies in
scope, the need grew for a more sophisticated approach. “We didn’t know the risk on the equity piece.
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With further international expansion, the NAV exposure would increase, hence the potential impact
on the equity of the company and its ratios. The
risk bearing capacity for further acquisitions has to
be in place. Previously, Bucher calculated its NAV
exposure and translation risk via its IT2 treasury
management system, but this concept was never
really validated.

“We needed to decide on the funding
structure: a choice between local
funding in Brazilian real, or central
intercompany funding in Swiss francs”
And so, in order to pro-actively manage these translation risks better on the balance sheet, we asked
Zanders to review and validate our current approach
and to be a sparring partner for NAV exposure measurement and management”, says Rust.

Another objective was to define a risk framework
linked to the risk bearing capacity of the company.

“The new model is fully integrated in
supporting our corporate finance plan”
“Zanders developed a dynamic way of looking at
NAV by establishing a key risk indicator linked to the
equity ratio – that was the key for having a sound solution. The new approach gives more insight into the
potential impact of translation risk on the equity of
the company. Furthermore, instead of looking at this
risk from a static point of view in which a maximum
risk limit is defined, the new model has linked the
NAV exposure to the dynamic and time-varying
risk bearing capacity of our company.”

Fully integrated
The interplay between Bucher and Zanders was very
successful, according to Rust, due to the balance of
business consultancy skills, content and technical
capabilities. “The delivery of the project was excellent, I would say. It has given us trust”, he says.
“Zanders was the external sparring partner to have
our ideas validated and they asked us the critical
questions on our modus operandi.”
The new risk model also had to be approved by
the audit committee and the company’s board,
Rust says: “At first, the audit committee was a bit
reluctant to accept the new concept, because it has
an approach that is more quantitative and therefore
more difficult to apprehend. But now it is completely
accepted. The outcomes of the model form part of
the quarterly reporting package and were also used
for Bucher’s latest annual accounts, disclosing risk
factors according to the IFRS requirements. Not only
has the new model been used in the financial reports,
it also helped our company in the decision-making
process for our ongoing funding requirements.

“The NAV model and risk bearing capacity
framework will continue to assist Bucher
with our financing decisions”

It is therefore fully integrated in supporting our
corporate finance plan.”

Outlook
For the next few years the expansion into Asia will
remain the biggest strategic challenge. The new challenges for treasury are the additional risks in international assets, as well as more complex financing
structures. “In the end a new European financing can
be done in a matter of days, while the same financing structure in India can take months”, according
to Rust. “The NAV model and risk bearing capacity
framework will continue to assist Bucher with our
financing decisions. We could include an interest
optimization element in the model, but that would
over-engineer the model, which makes it not fit for
purpose anymore.” After all, this innovative Swiss
company knows exactly how to engineer something
to serve its clients.

Would you like to know more
about NAV models and/or risk
bearing capacity frameworks?
Please contact
Sander van Tol
(s.van.tol@zanders.eu/
+31 35 692 89 89)
or
Jeroen van der Heide
(j.van.der.heide@zanders.eu/
+41 44 577 70 10).
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How negative interest-rates
will affect treasury
A few years ago it was deemed highly unlikely that euro
interest rates would move below the perceived floor of zero.
Nowadays, we encounter a sub-zero interest-rate environment
that raises many challenges for a treasury department. In our
opinion, the challenge of negative interest rates for treasurers
can be considered as challenges for the treasury operations
and challenges from an investment perspective.

Gerbert van
Grootheest

Challenges in treasury operations
Let us start with the treasury operations. It is a fact
that many treasury systems and financial contracts
are not prepared for the possibility of negative interest rates. For example, many treasury management
systems (TMS) do/did not support negative interest
rates. There are work-arounds so that you end up
with a negative rate (e.g. adding extra fees/markoffs), but this is not ideal. We have seen most TMS
suppliers releasing new upgrades to cope with negative interest rates. Even for the TMSs that support
negative interest rates, the functionality has not always been configured to do so. So negative interest
rates could mean upgrading and re-implementing
treasury management and ERP systems. The subzero interest rate also affects companies for which
an interest rate floor of zero is included in the loan
documentation, but is excluded in the interest rate
swap. This impacts hedge effectiveness and could
jeopardize hedge accounting. Treasurers should
investigate if the interest-rate hedging products they
use are still effective, to avoid unexpected adverse
financial results.

Challenges in investing
From an investment perspective, treasurers might
explore alternative investment solutions to secure
some return on capital. However the credit crisis has
taught us that the primary objective should be the
return of capital not the return on capital. We still believe investments should be made according to the
SLY approach. The first objective is Security, which
can be measured by a combination of credit ratings,
CDS levels and other types of investment products.
The next one is Liquidity, which is the ability to
quickly sell the investment without affecting the asset’s price. Finally the treasurer should think about
theYield on the investment. Optimizing yield should
be based on the prerequisites as defined by security
and liquidity. We feel that it would be a mistake to
compromise on these two factors in order to achieve
a positive yield in a sub-zero environment.
We believe treasurers should always look at the opportunity costs when investing, taking into account
the SLY principle, despite the level of interest. From
a strategic point of view, the low interest-rate environment should not change treasury decision-making, as long as the spread between debit and credit
interest remain stable, the absolute opportunity
costs may change compared to different alternative
investments, but the sequence will not. Treasury’s
investment decision should always be aligned with

the corporate strategy and shareholder expectations, therefore communication is key before engaging in, for example, significant debt repayments and
dividend pay-out programs.

Psychological point of view
It is paramount to realize that, from a psychological
point of view, it is difficult for people to accept a low
or even negative yield on investments. This aversion
to loss can result in increased risk taking. To ensure
the treasury organization makes rational investment
decisions, a strong treasury framework should be in
place with up-to-date treasury policies. It is important that treasury’s mandate and the levels of risk
it can take are clear and formally documented. To
monitor risks, key risk indicators (KRIs) can be set
up, so that treasury can monitor investment risks
in an objective manner, for example by assessing
the concentration risk and credit risk of financial
counterparties.

Common investment opportunities
There are different positive actions to be taken to
lessen the impact of negative interest rates. The first
action is to centralize as much cash as possible. In
this way only the header accounts of cash pools are
affected by negative interest rates and only they
need to be invested. The major banks offer a fine
array of liquidity management products designed for
this purpose.
A commonly used investment solution is to place
excess cash on a bank time deposit. However, cash
management banks (especially during times of
potential liquidity crises) prefer long-term, ‘sticky’
money (operating balances) to short-term deposits
and, before going down the term deposit route, it
would be worth negotiating hard with the concentration bank for an enhanced yield on the header
account(s). This might also prove simpler from an
administration perspective.
Furthermore, there are opportunities in diversification of investments between banks. Generally
speaking, one can improve the expected risk/return
pay-off on an investment portfolio by using imperfect correlations between asset classes. This kind
of risk/return optimization is the cornerstone of
many investment mandates of asset managers. The
opportunities to achieve interest optimization by
diversifying deposits between banks are limited, however, because the return on bank deposits is highly
correlated. Nonetheless, there are opportunities to
diversify the counterparty risk.
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Alternative investment opportunities
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Another positive action is to ‘invest’ the cash that
is available in a supplier finance project, such as
invoice discounting. Advantages of using excess
cash to pay your suppliers early are (1) the potential
enhanced relationship with your suppliers, (2) the
reduced risk of default of your suppliers as their
working capital is reduced and (3) the yield the
corporate can earn by taking advantage of any discount. In the longer term, excess cash can be used to
pay-down debt. However, the business case for such
a liability management action depends on both the
long-term funding requirement and the steepness of
the yield curve. If the yield curve is steep (difference
between short-term and long-term interest), buying
back debt with negative yielding excess cash creates
a positive NPV. Additional benefits of reducing gross
debt and shortening the balance sheet are improved
leverage ratios which could increase the company’s
credit rating. A final positive action is to take advantage of the impact of the low interest rate on the
WACC (weighted average cost of capital) or other
investment hurdle rates. With a lower WACC, excess
cash can be made available for acquisitions or CAPEX
as the lower discounting rate increases the NPV of
such investment opportunities.

Prepared for the future
John Maynard Keynes once said: “The expected
never happens; it is the unexpected always”. Interest
rates might move up or decrease even further, unrest
in the financial markets might increase or move back
towards (a new) normal after Brexit, other EU countries might follow the path of the United Kingdom,
or they might not. With uncertainty about what the
future will bring us, treasury should be prepared for
the unexpected. With a strong treasury framework,
up-to-date policies, a clear treasury mandate and fitfor-purpose treasury systems in place, the treasury
organization will be future proof.

If you have any questions
about this article, please
contact
Sander de Vries
s.de.vries@zanders.eu
or +31 35 692 89 89.

Expert Opinion

An interview with Arjen Pasma (PGGM)

“The biggest problem with
risks is that you actually
already know them”
As companies become more responsible for the funds of others, risk management
is of greater importance, noted Arjen Pasma during the Zanders Risk Management
Seminar. How does the CRO of PGGM Investments handle the risks for his organization and his clients?
How does a pension company prepare for the risks
and uncertainties inherent in financial markets?
“One of the best ways to prepare is by practicing.
The financial industry is actually poorly prepared for
the unknown, and can even be surprised by something entirely uncertain. The leading economists at
the beginning of the 20th century did not have the
big data or computer power we have today, but this
has grown enormously over time; we are now able
to simulate, optimize, and much more. We are now
so enslaved to data and models that we are under
the illusion that we have everything under control.
Lehman had the most advanced risk management
system in the world and it still went bankrupt. The
biggest problem with risks is that they concern
matters that are actually already known to you. A
risk is a measurable uncertainty, yet uncertainty is
an immeasurable risk. So when you are struck by an
uncertain event, all those models are utterly useless.
And when that happens, we are left dumbfounded;
we do not know how to act and we forget to communicate - the most poisonous cocktail for trust in the
financial sector. We can learn a lot from other professional groups. Pilots, for example, are trained how

to act in unexpected, unfamiliar situations. Financial
models are our autopilot, but a pilot must also be
able to fly the plane when unexpected circumstances
occur that the autopilot is unable to handle.”
Was the scenario for the Brexit already
known at PGGM?
“The Brexit scenario was one of our top five priority
risk scenarios. We regularly meet with all investors
and economists within the organization to discuss
these types of scenarios. Last year, we already had
a Grexit scenario which we made even more specific
this year to prepare for a possible Brexit. Calculating
probabilities is at that point completely futile; you
must accept that events are going to occur which
you never could have predicted. We assumed that
the consequences of a Brexit would initially result
in volatility in the stock markets in particular, which
can be simulated easily, but the greatest uncertainty
was what influence Brexit would have on the rest of
Europe. We had previously discussed this ‘butterfly
effect’ at length. Of course, the question that also
remained was how this will affect our wallets; moreover, we examined our UK and British pound expo-
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sure. Our exposure to the pound is covered for nearly
all of our clients, but other currencies could well be
affected. That is why we also looked at European
banks in terms of counterparty risks and credit risks.
As for our immediate investments, we mostly looked
at the infrastructure projects, because for these you
are highly dependent upon the British government –
regulatory risk is one the biggest risks there.”
But how can you practice for something that is
mostly uncertain?
“We practice with a financial crisis team (which
includes the board of PGGM, ed.) that is unexpectedly confronted with an uncertain situation. This is
how you learn what can go wrong in a situation. You
cannot, of course, devise scenarios for the unknown,
but you can practice how you generally handle of
unexpected situations.”
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Is maintaining buffers the only way to provide some
sort of hedge against these uncertainties?
“Based on the Value-at-Risk approach, you must
maintain a buffer for something that may occur once
every 200 years. When you do get hit, you will have
sufficient capital to survive any blow. But the greatest weakness here is that the probability calculation
on which this is based is flawed. Nassim Nicholas
Taleb also referred to this in his book The Black
Swan. Many risk management systems work well,
but only when the market circumstances are similar
to what they are designed for.”
And what role does interest play in this?
“We have not taken additional measures for interest. The hedges for it are completely tied up in ALM
(asset and liability management) for most funds.
When you think in terms of financial returns, with
the current negative interest situation, it is strange
that interest risk must be covered. But seen from the
perspective of the Financial Assessment Framework
(FAF), hedging the interest risk is necessary because
interest rate changes could have major effects on the
value of the obligations.”
But when you invest against 0% interest, any
pension company surely must know that it won’t
achieve that right?
“The FAF is not designed with a very low interest in
mind; that is undisputedly true. Many funds are now
also suffering under the enormous increase in obligations, which is still mostly an accounting effect.
Pension funds must achieve a return of well over 0%,

and they normally do, but no investment returns can
match the interest effect. The funds with the best
cover ratio are those that have hedged their interest
risk in time; not necessarily the funds with the best
returns on their investment portfolio. I believe these
developments will now also bring about the necessary changes in the pension system at a rapid tempo.
I don’t have the ultimate answer, but I think it’s good
that the discussion about the sustainability of our
system with a vastly changing job market is now
really gaining momentum.”
What does this mean as seen from a risk
management perspective?
“As pension fund management, you have a dual problem. On one hand you have to deal with a FAF and
a short term risk of becoming hedged - the reduction
of rights. While on the other hand, for the average
pension fund, the long term risk you won’t achieve
your organization’s objectives is much more relevant. Investing in government bonds with a negative
return is then incredibly risky. An average pension
fund, with members that are generally not very old,
should primarily focus on the long term.”
JP Morgan published a study in which the interest
rate could possibly come out at minus 4.5%. What
would you advise your clients in this case?
“That is an example of thinking in scenarios. Such
economic scenarios are also included in our models
- these are partly deterministic and partly stochastic.
They do assume a low interest - even a negative interest in the short term in certain scenarios, but not in
the long term. What I noticed about interest scenarios in many ALM models is the speed at which mean
reversion occurs: the return to a long term average.
In the short term you can assume any number of
things, but if the model for long term interest takes
on 4% after 5 years, you can ask yourself - certainly
these days - how realistic can this be?”
Does PGGM also employ swap options, for
example, against such interest risks?
“We have in the past, but most clients are not keen
to invest in swap options. They are not easy to
explain and you pay a large premium. In addition,
you also have counterparty risk and liquidity risk - it
is unmanageable. Smaller funds have a much easier
time hedging on the short term than larger funds.”
Is there not enough room on the market?
“Well, there are some insurance companies with

“It is crucial that we as
a sector learn to deal
with ambiguity better”

equally large balance sheets that are able to hedge
themselves. So it is possible, apparently. But you do
see signs - the buy-back programs also don’t help
here - that market liquidity is declining, certainly for
long-term government paper. You can also do a lot
with interest swaps, but the developments there,
too, make for a difficult market due to, among other
factors, EMIR and the capital requirements for the
banks that we deal with. What’s more, derivatives are
not at all popular in public opinion and are still being
dismissed by the media as dangerous and speculative instruments. Pension funds have to deal with
this, too. You work in a kind of glass house; everyone
has an opinion about it. I don’t envy the average
manager.”
During the seminar, you said that pension funds
have relatively little to do with legislation. Should
this change in future?
“No, you can compare it to banks and insurance
companies. In principle, legislation is useful: it ensures a level playing field among the market parties
and is meant to protect the participants.”
PGGM also invests in illiquid products. How does
PGGM control the reputation risk of this?
“We have been investing in illiquid products for a
very long time and this has brought great results for
our clients. We currently invest approximately one
quarter of the portfolio in illiquid assets - a relatively high percentage. This is comprised of private
equity, infrastructure, private real estate, structured
credit and the like. A drawback is that such assets
are not immediately tradeable, but for a fund with

a long investment horizon, that’s less relevant. The
costs are normally higher, but even after these costs,
the investments make a substantial contribution to
overall returns. The great advantage of private investments is that we can directly influence them. We
can exercise influence on the ESG (environmental,
social & governance) profile, especially for projects
where sustainability plays a role. You might even say
that I know more about an average private equity
investment than I do about an average investment in
a quoted company which we also invest in. But due
to this big influence, we also have to deal with reputation risk, because there are always some projects
where something is wrong, such as a renter that has
gone bankrupt. Our strategy is to always explain
precisely what we do and what our role is.”
In closing: given all the uncertainties, how can we
improve the level of trust in the financial sector?
“It is crucial that we as a sector learn to deal with
ambiguity better. Organizations should write a
concrete risk appetite, where you accept that events
are going occur that all of you together have not foreseen. And we should start practicing how to handle
unexpected events, just like the pilot example cited
earlier. We must also recognize that existing models
and processes may not be of any help. In doing so,
you will be more transparent and trustworthy in your
(crisis) communication. Because after all, who is
going to believe the man who claims to have everything under control under any and all circumstances
right down to fifth decimal place?”
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One tool for risk management
and Solvency II reporting
14

The insurance company VIVAT was looking for
a flexible tool to perform standard model
calculations according to Solvency II directives.
It decided to use the existing risk-initiated
ALM tool which led to some challenges but
which now offers various advantages.
VIVAT is a commercial financial service provider with
insurance brands whose names are more familiar
than that of the parent company: REAAL, Zwitserleven, Zelf, Route Mobiel (roadside assistance) and
Proteq Dier & Zorg (insurance for pets). ACTIAM is
the asset manager. On its website, the insurance
company gives the impression of being a strong socially-motivated company; the very different brands

“We thought: since we already have
the tool, let’s expand it to the
Solvency II-standard model”
together have the goal of helping people increase
their empowerment. In the summer of 2015, VIVAT
was taken over by Anbang Insurance Group which is
well known for its strong technology-based services.

In 2009, the Solvency II directive was implemented
as a harmonious European regulatory framework for
insurers, with the goal of insurers having enough
capital in reserve to prevent bankruptcy. Since 2011,
the European Authority for Insurance and Company
Pensions (EIOPA) regulates these insurance companies. The starting date at which the Solvency II directives actually came into force was changed several
times. Finally, the directives became effective on
1 January 2016.

ALM tool
From that date, VIVAT Insurances also had to be Solvency II-compliant. The company needed a flexible
tool with which it could calculate required capital in
line with the Solvency II directive. The solution was
found in an existing risk-initiated asset & liability
management (ALM) tool. “From a risk standpoint,
we wanted certain management information such
as interest risk sensitivity,” recounts Erwin Charlier,
head of modeling at VIVAT. “With the ALM tool, we
were able to access information which gave us better
insight into the risks. Then we thought: since we
already have the tool, let’s expand it to the Solvency
II-standard model. So we now use it to calculate the
figures which go to the DNB and which are in our
annual report.”

With this increased scope, the tool has become
a bigger and more widely applicable model for
VIVAT. Besides the different components for risk
reporting, other departments now also use the tool.
“For example, for valuation of certain assets by our
asset manager and by Balance Sheet Management,
for controlling the balance sheet,” says Kees Smit,

“Solvency has been faced with quite
a few forward-looking perceptions,
and these also have had to be taken
into consideration”
manager of risk balance sheet reporting at VIVAT and
thereby senior user and ‘owner’ of the tool. “The tool
is used for management as well as for accountability and therefore fulfills a central role in the model
landscape for risk management.”

Stakeholder management
With one owner and several ‘clients’, the ALM tool
demands a great deal of internal co-ordination and
good ‘stakeholder management’. “Priorities for the
tool are carefully agreed and weighed up with the
various departments”, says Smit. “Sometimes that
leads to difficult decisions, but since we manage the
tool ourselves and a small dedicated team handles
Erwin Charlier
(left)
and Kees Smit

it, we always find a solution.” At the same time there
also arose a need for structure and process management. Charlier says: “We had insufficient capacity for
this internally and so we looked around externally
and came across Zanders.”

Request for change
Adding extra functions to the ALM tool starts with a
Request for Change (RfC). The tool’s functionalities
have to be documented in this as clearly as possible.
“Zanders played an important role in this process,”
says Charlier. “It is important that the RfC is of high
quality, so that we know what we can do with it and
what has to happen to the tool. We need people who
know down to the last detail what its intention is,
people who model or implement, and if all goes to
plan it is part of a release process and then users can
actually start using it.”
Where the tool is solely used within the risk function
to generate certain information, it can be set up according to your own pragmatic ideas. “But as soon
as it becomes a formal tool – which is used for external reporting – then you have to formalize all sorts
of things,” says Charlier. “To be in control you no
longer want that degree of flexibility. And that then
means other people get involved.” On top of this, the
department that delivered the Solvency II-reporting
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then became the senior user. This led to other
demands and wishes, because the intent of the tool
changed. “Initially, the tool was not set up to be our
Solvency II-tool. If you decide to do that later, the
organization has to ensure it has the people and the
means to achieve a high standard,” says Charlier.

Process in phases

F.l.t.r.: Erwin Charlier
(VIVAT), Stef van
Wessel, Katalin Szabó
(both Zanders),
Kees Smit (VIVAT) and
Mark van Maaren
(Zanders).
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“One of the goals of the project was to have the
change process take place in a very structured
way,” says Zanders consultant Mark van Maaren.
“This means a clear standardized process which
is then followed.” Changes that other users don’t
know about can cause problems. “The process
comprises different phases,” adds Zanders’ Stef van
Wessel. “From development, testing, acceptance and
production. In order for everything to run smoothly,
the previous phase has to be completed before you
start the next one. In the production phase only the
owner and his team are involved. In other words:
the people who have written the code can no longer
change it when it’s in production – to avoid different
changes by people in different places having a negative impact on one another.”

In the first phase of the project the challenge was
to make the tool Solvency II-compliant. Then the
wish-list, which was not dependent on the required
Solvency directives, was added to the tool. Completion is planned for the end of 2016. Charlier explains:
“Solvency, though, has been faced with quite a few
forward-looking perceptions, and these also have
had to be taken into consideration.”

“Each application has its own
conditions and requirements”
Van Wessel adds: “But by standardizing the process, separating the roles within it and setting up
authorizations, many problems can be mitigated.”
Over the past year that has been accomplished: a
control framework which complies with the Solvency
II-directives.

Division of labor
Initially the management of the tool was the responsibility of Charlier’s modeling department. In the second phase of the project it was decided to transfer

a number of components to the IT department. “Each
application has its own conditions and requirements,
but we do not come up to the mark in all areas and
to the standard IT would like,” Charlier related. “We
have a great model, but perhaps we could improve a
few things under the bonnet. For example: employees have certain skills, but the question is if this is
an efficient use of resources. On the one hand there
is a heavy data component; via communication with
other databases you retrieve all sorts of information
to calculate with and then transfer to various areas.
Setting up the data and reporting side takes a lot of
time and could easily be done by IT. But the core,
the calculation center, is for me typically something
for the modeling department: how do you value the
assets on your balance sheet, how do you handle
yield curves in interest-rate risk measurement? IT is
positive about the division of roles. And we want to
use our human capital as efficiently as possible.”

would like to be able to do more on the liability side.
The liability side is included, but is covered by other
sources of data. The focus of the tool is now more
on the asset side; the L in ALM is not so prominent in
the tool.”
In the future, Charlier foresees a number of great
challenges. “I find the role split and efficient sharing
of resources a very important focus point. Moreover, regulations won’t stand still and we will have
to adapt to them,” he says. In the first year that
insurers have to comply with the requirements of
Solvency II, the solvency ratios are quite volatile.
“But new demands give you, as an organization, the
chance to adapt to the latest insights. It would be a
lost opportunity to not act upon these. What would
be really nice is if you could use the tool to project
a number of years into the future. For example with
stress tests or an operational plan to look further
into the future.”

Double focus
A huge advantage of a tool developed in-house is
that it offers VIVAT a lot of flexibility. “In addition,
the tool is now completely in tune with our own
wishes,” says Smit. “Under our own management,
changes in the tool can be made quickly. That’s nice,
since the required functionalities within risk management are constantly changing.” It also offers ‘double
focus’ in one functionality. Charlier says: “That way
we have developed the knowledge and ability to
be able to take a detailed look under the hood. If
something unexpected comes out of the model, we
can see where it comes from. The only thing is that it
takes some effort from the organization.”

“The focus of the tool is now more
on the asset side; the L in ALM
is not as prominent”
The alternative for the insurer was to use separate
tools for the various reports. “But the disadvantage
of this is that you can have inconsistency problems
which you have to reconcile,” Van Maaren explains.
“For example, sometimes companies buy platforms
and then expand on them – you see all sorts on the
market. The ready-made package you buy which you
can use straight away just doesn’t exist.”

Future challenges
Will the model be further expanded with more
functions? Charlier is unsure: “As a real ALM tool I

How has Zanders supported VIVAT?
• Project management of the implementation of
the ALM tool, including stakeholder management and the coordination of transferring tasks
and responsibilities to the IT organization;
• Supporting and coordinating the development
of functional specifications;
• Supporting user acceptance testing and the
testing of functional specifications;
• Documenting the ALM tool;
• Reviewing and improving the risk appetite
statement;
• Enhancing interest-rate hedging policies,
methodology and processes;
• Developing a Solvency II compliant investment
policy.

Want to know more about
risk modeling and/or
Solvency II issues?
Contact
Mark van Maaren
(m.van.maaren@zanders.eu)
or
Stef van Wessel
(s.van.wessel@zanders.eu)
via +31 35 692 89 89.
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Need to know: hedge accounting changes under IFRS 9
18

Although the general accounting mechanisms
will largely remain unchanged, the long
awaited reforms of IFRS 9 encompass an array
of changes that will influence your hedge
accounting process in different ways.
Cross-currency interest-rate swaps (CC-IRS), options,
FX forwards and commodity trades are just a few
examples of financial instruments that will be affected by the upcoming changes. The time value,
forward points and cross-currency basis spread
will receive different accounting treatment under
IFRS 9. Within Zanders, we feel the need to clarify
these key changes that deserve as much awareness
as possible.

1. Accounting for changes in the time value
of options
An option’s fair value consists of its time value and
its intrinsic value. The intrinsic value is the difference
between the strike price and the market price of
the underlying transaction. The value that remains
is the time value of the option. IFRS 9 introduces
a new accounting treatment that differs to IAS 39,
under which treatment was mainly through the P&L.

IFRS 9 allows (under certain conditions) fluctuations
in an option’s time value to be recognized in other
comprehensive income (OCI), resulting in a possible
reduction in P&L volatility.
Changes in the fair value of the time value are temporarily recognized in OCI. Subsequent treatment
depends on whether the hedged item is transaction
related or time-value related. The aforementioned
does require that the critical terms of the hedging
instrument, in this case the option, and the hedged
item are aligned (similar). If not, part of the change
in time value may go through P&L. This treatment
is also applicable to combinations of options, e.g. a
zero-cost collar.

2. Accounting for the forward element in foreign
currency forwards
Each FX forward contract possesses a spot and
forward element. The forward element represents the
interest-rate differential between the two currencies.
Under IFRS 9 (similar to IAS 39), the entire contract
or just the spot component can be designated as the
hedging instrument. When designating the spot component only, the change in fair value of the forward
element is recognized as OCI and accumulated in a
separate component of equity. Simultaneously, the

Example 1

Hedging
Instrument

Hedged
Item

Ratio

OCI (Spot)

OCI
(Forward)

P&L

Remarks

IAS 39
without
separation
spot-forward

-/- 120,000

110,000

109.09%

-/- 100,000

10,000

-/- 10,000

IAS 39 with
separation
spot-forward

-/- 105,000

100,000

105,00%

-/- 105,000

0

-/- 15,000

IFRS 9
without
separation
spot-forward

-/- 120,000

110,000

109.09%

-/- 100,000

10,000

-/- 10,000

IFRS 9 with
separation
spot-forward
(P&L)

-/- 105,000

100,000

105,00%

-/- 105,000

0

-/- 15,000

IFRS 9 with
separation
spot-forward
(OCI)

-/- 105,000

100,000

105,00%

-/- 105,000

-/- 15,000

0

Test only on
spot-spot

Test only on
spot-spot
Test only on
spot-spot. All
movement into
OCI

Entity X is hedging a future receivable with a FX Forward.
MtM change of the forward = 105,000 (spot element) + 15,000 (forward element) = 120,000.
MtM change of the hedged item = 100,000 (spot element) + 10,000 (forward element) = 110,000.

fair value of the forward element at initial recognition
is amortized, usually linearly, over the life of
the hedge.
Again, this accounting treatment is only permitted
when the critical terms are aligned or similar. If at
inception the actual value of the forward element
exceeds the aligned value, changes in the fair value
based on the aligned item will go through OCI. The
difference between the fair value of the actual and
aligned forward elements is recognized in the P&L.
In case the value of the aligned forward element

exceeds the actual value at inception, changes in
fair value are based on whichever is lower (aligned
or actual value) and go through OCI. The remaining
change of actual will be recognized in the P&L.

3. Cross-currency basis spread is considered a
cost of hedging
The cross-currency basis spread can be defined as
the liquidity premium of one currency over the other.
This premium applies to exchanges of currencies in
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Example 2

Hedging
Instrument

Hedged
Item

Ratio

OCI

P&L

Remarks

IAS 39

-/- 130,000

100,000

130.00%

-/- 100,000

-/- 30,000

Hedge to be
discontinued
Test outside the
boundaries

IFRS 9 without
rebalance

-/- 130,000

100,000

130.00%

-/- 100,000

-/- 30,000

Hedge can
continue
No boundaries
under IFRS 9

IFRS 9 with
rebalance

-/- 130,000

120,000

108.33%

-/- 120,000

-/- 10,000

Rebalance with
increase 20%
hedged item

Entity X is hedging a forecast fuel consumption with a Fuel Swap
(underlying index of the swap and hedged item were 100% correlated and now only 80%).
MtM change of the Swap is 130,000 and MtM change of the hedged item is 100,000.

the future, e.g. a hedging instrument such as an FX
forward contract. If a cross-currency interest-rate
swap is used in combination with a single-currency
hedged item, for which this spread is not relevant,
hedge ineffectiveness could arise.
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In order to cope with this mismatch, it has been
decided to expand the requirements regarding the
costs of hedging. Hedging costs can be seen as cost
incurred to protect against unfavorable changes.
Similar to the accounting for the forward element of
the forward rate, an entity can exclude the crosscurrency basis spread and account for it separately
when designating a hedging instrument. In case a
hypothetical derivative is used, the same principle

Example 3

Hedging
Instrument

Hedged
Item

Ratio

applies. IFRS 9 states that the hypothetical derivative cannot include features that do not exist in the
hedged item. Consequently, cross-currency basis
spread cannot be part of the hypothetical derivative
in the previously mentioned case. This means that
hedge ineffectiveness will exist.

4. Rebalancing
Under the influence of changing economic circumstances, it could be necessary to change the hedge
ratio, i.e. the ratio between the amount of hedged
item and the amount of hedging instruments. Under
IAS 39, changes to a hedge ratio require the entity to
discontinue hedge accounting and restart with a new

OCI
(Intrinsic)

OCI
(Time)

P&L

Remarks

IAS 39
without
separation
time-intrinsic

130,000

-/- 100,000

130.00%

0

0

130,000

IAS 39 with
separation
time-intrinsic

100,000

-/- 100,000

100.00%

100,000

0

30,000

Test only on
intrinsic value

IFRS 9
without
separation
time-intrinsic

130,000

-/- 100,000

130.00%

100,000

0

30,000

Hedge can
continue
No boundaries
under IFRS 9

IFRS 9 with
separation
time-intrinsic
(P&L)

100,000

-/- 100,000

100.00%

100,000

0

30,000

Test only on
intrinsic value

IFRS 9 with
separation
time-intrinsic
(OCI)

100,000

-/- 100,000

100.00%

100,000

30,000

0

Test only on
intrinsic value.
All movement
into OCI

Entity X is hedging a forecast receivable with a FX Call.
MtM change of the option = 100,000 (intrinsic value) + 30,000 (time value) = 130,000.
MtM change of the hedged item = 100,000 (intrinsic value) + 0 (time value) = 10,000.

Hedge to be
discontinued
Test outside the
boundaries

hedging relationship that captures the desired changes. The IFRS 9 hedge accounting model allows you
to refine your hedge ratio without having to discontinue the hedge relationship. This can be achieved by
rebalancing.
Rebalancing is possible if there is a situation where
the change in the relationship of the hedging instrument and the hedged item can be compensated by
adjusting the hedge ratio. The hedge ratio can be adjusted by increasing or decreasing either the number
of designated hedging instruments or hedged items.
When rebalancing a hedging relationship, an entity
must update its documentation of the analysis of the
sources of hedge ineffectiveness that are expected
to affect the hedging relationship during its
remaining term.

Example 4

Hedging
Instrument

Hedged
Item

Ratio

OCI

OCI (CC
basis)

P&L

Remarks
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IAS 39 with
crosscurrency
basis

-/- 120,000

105,000

120.00%

-/- 105,000

0

-/- 15,000

IFRS 9 with
crosscurrency
basis

-/- 120,000

195,000

64.54%

-/- 120,000

0

0

IFRS 9
without
crosscurrency
basis (P&L)

-/- 215,000

195,000

110.26%

-/- 195,000

0

-/- 20,000

Test without cc
basis

IFRS 9
without
crosscurrency
basis (OCI)

-/- 215,000

195,000

110.26%

-/- 195,000

95,000

-/- 20,000

Test without cc
basis. All
movement into
OCI

No CC basis in
the hedged item
No boundaries
under IFRS 9

Entity X is hedging a USD loan with a CCRIS.
MtM change of CCRIS = 215,000 - 95,000
(cross-currency basis) = 120,000.
MtM change hedged = 195,000 - 90,000
(cross-currency basis) = 105,000.

If you would like to know more
about the possible impact of
IFRS 9 hedge accounting on
your organization,
please get in touch with:
Pierre Wernert
(p.wernert@zanders.eu)
or
Niels Felix
(n.felix@zanders.eu)
via +31 35 692 89 89.

Client

Sanofi: overcoming
complexity to implement
a global payment factory

22

When the multinational pharma company Sanofi set out to implement a global
payment factory based on SAP, the sheer size and scope of the project made it
seem a Herculean task. But with meticulous planning, the right expertise and
skilled team-building, the treasury team achieved a very successful outcome.

After a decade of expansion through M&A, Sanofi,
the pharmaceuticals company headquartered in
Paris, France, with a part of group treasury – the
in-house bank team – based in Brussels, decided
it was time to bring greater centralization to its
payments function. With sales of €37 billion in 2015
and with operations in more than 100 countries, the
company, which is active in the research & development, manufacturing and marketing of pharmaceutical drugs, vaccines and animal health products,
began its journey towards a global payment factory
based in SAP.

Need for control and security
This decision was part of an overall initiative to increase centralization in the finance function, according
to the company’s head of in-house bank, finance &
treasury, Wolfgang Weber. He says: “The reasons for
the project went beyond the pharmaceutical

industry – the need for control over cash flow,
greater security and the pressure for increased
efficiency are global trends.”
He explains that Sanofi hoped to gain several
benefits from the centralization project, including:
lower bank fees and bank connectivity cost; greater
transparency over outgoing payments; and an
increased level of compliance and control.
Following a selection process to appoint an external
consultant, Zanders was asked to work on the SAP
global payment factory project at the end of 2012.
Mark van Ommen, director at Zanders, explains that
the firm used its proprietary design methodology,
based on best market practices and years of implementation experience, to design the global payment
factory, which included a ‘payments on behalf of’
(PoBo) structure.

On the right:
Wolfgang Weber

Sanofi’s decentralized payments structure posed
some risks that had to be addressed. The company
had several different payment processes, which
exposed them to inefficiencies as well as potential
risks and security issues. There was a very strong
case for implementing global standards and a centralized, harmonized payments process. The project
included a request for proposals (RfP) to select four
bank partners.

PoBo and PiNo
The global SAP-based payment factory, currently
implemented in the largest countries in Europe and
with roll-out almost complete in the US, includes
PoBo functionality. This allows Sanofi to channel its
payments through a single legal entity, which has
obvious benefits for a multinational with a presence
in numerous countries. The structure enables treasury to rationalize its bank accounts and simplify cash
management structures. Zanders consultant Pieter
Sermeus explains that PoBo was a key factor for
Sanofi in achieving efficiency and business security.
He says: “Payments are now routed to one or (in the
case of the euro) very few centralized bank accounts,
which are mostly in-country so that cross-border fees
can be avoided.”
However, PoBo isn’t practical or possible in some
jurisdictions with more complex payments environments, so another solution was needed. Together,

“The need for control over cash flow,
greater security and the pressure for
increased efficiency are global trends”
Sanofi and Zanders worked on what was internally
known as the ‘central forwarding model’, which in
effect was a ‘Payments in the Name of’ (PiNo) structure. This model is mainly used in countries with
monetary restrictions, such as China, Malaysia and
Thailand, as well as in African and Latin American
and some eastern European countries. Such countries require the payee to initiate payments from its
own bank account. While this does not result in a
reduction in the number of bank accounts, the company is able to process payments through a single
platform, which brings compliance/security benefits
and also allows the harmonization of processes to an
extent that makes them more efficient.

The additional security provided by the PiNo structure means there are compelling reasons to extend
the use of the payment factory to more countries.
Sanofi is currently working on implementing a pilot
PiNo structure in Turkey. Weber adds: “Based on
Zanders expertise they were well equipped to help
us on setting up and designing the PiNo structure.”

Knowledge transfer and team building
One of the key parts of the project was the transfer
of knowledge from the small group of consultants
appointed to work on the project to the members of
staff in Sanofi’s central treasury and IT departments.
Laurens Tijdhof, a partner at Zanders, explains:
“Our main goal was to transfer knowledge to key
members of staff. We set up training sessions and
provided training on the job. This enabled them to
really develop their in-house capabilities.”
During the project, there was an emphasis on collaboration between the consultant and the client
and preparing Sanofi to become self-sufficient.
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Zanders used a ‘train the trainer’ approach, providing training in this way for upwards of 30 key members of staff. The training aspect of the project was
a success – an outcome that Weber ascribes in part
to the expertise and teaching methods and in part to
having the ‘right people’ on Sanofi’s team. He points

“The initial roadmap needs to be
adjustable because you may
have to reset priorities”
24

out that the timing of the training was also important: “We needed to transfer knowledge and IT/SAP
expertise to the different departments. This was valuable from two angles: it guarantees stability of the
operations and reduces consulting costs over time.
The timing of this was crucial because, in a project
of this size and scope, you spend a lot of time simply
‘firefighting’ – and you forget about the training. This

didn’t happen and Zanders did a good job.”
While training was an important part of the project,
Sanofi also had to focus on building up its internal
team. Weber says: “When hiring for the project,
we looked for project management skills and SAP
In-House Cash technical skills. We found some very
good people. We looked internally – Sanofi has
110,000 employees – as well as externally. We now
have a team of 22 hard-working, committed experts.
It took a while to get the right team together but I am
very pleased with the result.”

Handling the complexity
The nature of the project and the sheer size of Sanofi’s organization meant that planning and coordinating the approach to the global payment factory
implementation was no mean feat. Weber says:
“It’s easy to underestimate the complexity and size
of such a project in such a large organization. The
major difficulty is to coordinate internal resources
so that people don’t get lost in the complexity of the
project.”
There were three defining factors to the project,
namely: the size of Sanofi’s organization; the geographical scope of the project (worldwide); and the
complexity of Sanofi’s requirements.
Weber underlines that, along with meticulous planning and a very capable team, a flexible approach
is also needed to manage an endeavor of this size:
“The initial roadmap needs to be adjustable because

you may have to reset priorities. Resources may
have to be shifted to another area of the project.”
Van Ommen agrees that taking care of the details
can be one of the most important aspects of such a
complex project: “Sanofi did this really well and they
recognized their need for change management – they
took a realistic view on the planning and timelines.
Wolfgang and his colleague Isabelle really brought
the project to the ground, providing a lot of
practical input.”

“We will hear a lot more about
restricted party screening in the
corporate world going forward”
Weber adds: “It’s important to have proper project
governance, including senior management support
up to board level, in our case represented by the
group CFO.”

compliance requirement to ensure that Sanofi does
not make payments to blacklisted parties – was
added to the team’s responsibilities in late 2014.
Although it covers master data screening and therefore is only partly related to the payment factory
activities, in the Sanofi context the in-house bank
team has been identified as the most appropriate
place in the organization to both implement the
screening as well as carry out the ongoing operations. I believe that we will hear a lot more about
restricted party screening in the corporate world
going forward.”

Successful outcome
Since the global payment factory was rolled out
in Europe and the US, it now processes more than
30,000 fully automated payments each month, from
more than 50 affiliates, with an equivalent value
of more than €1 billion per month, in 30 different
currencies. To help reduce the number of payment
rejections, Sanofi also centralized the management
of the bank key tables: the master data is constantly
updated to avoid rejection due to wrong bank
master data.
Weber concludes by expressing his satisfaction with
the outcome of the project: “We have really succeeded in implementing a sustainable process that
is safer, cheaper, more efficient, providing higher
transparency, and which we can roll out across our
different areas of operation.”

Security and compliance
The implementation of the payment factory also enables Sanofi to keep tighter control and visibility over
its global payments. Regulations around payments
are continually changing as problems and conflicts
arise or dissipate in different parts of the world.
Companies need to be able to react to the everevolving regulatory environment. Having a global
payment factory in place helps to address these challenges. Cybercrime is also an increasing problem for
treasury and the payment factory enables corporates
to react quickly, with a centralized, secure platform.
Weber notes that the project will also help his
company to keep abreast of regulatory requirements
for monitoring third parties: “The implementation of
‘restricted party screening’ – an essential

Would you like to know
more about the challenges
of implementing a global
payment factory?
Please contact
Laurens Tijdhof
(l.tijdhof@zanders.eu)
on +32 2 213 84 00
or
Mark van Ommen
(m.van.ommen@zanders.eu)
on +44 20 7730 2510.
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Deﬁning your
treasury road map
through strategic
benchmarking
26

Many corporate treasurers are considering ways
to optimize their treasury function to meet ever-changing
internal and external requirements and respond to market
developments. However, deﬁning the next steps for your treasury’s
strategic development might not be a straightforward task.
Zanders’ strategic benchmarking services and its proprietary Treasury and
Risk Maturity Model helps organizations to identify how to develop their treasury
department into a more enhanced and value-creating treasury function.

The Zanders Treasury and Risk Maturity Model is
both a classification model as well as a tool providing the foundation for its strategic benchmarking
services performed for many corporations. The objective of strategic benchmarking is to establish the
status quo of a corporate treasury function vis-à-vis
peers and best market practices.

Zanders observes that the majority of multinational
treasuries find themselves at the efficiency & costfocused treasury stage, while expressing the ambition to become a more strategic business partner
focusing on value creation.

The model defines the maturity level of a treasury
function based on five different stages: foundation,
developing, established, enhanced and optimized.
To determine the maturity level of a specific treasury
function, we use three core treasury activities (treasury operations, risk management and corporate
finance) and three core treasury enablers (strategy &
organization, processes & systems, and governance
& control). Each of these activities and enablers
consist of more specific sub-topics to achieve an
appropriate level of insight into the maturity level
of the treasury function. Ultimately this results in an
overall treasury maturity, a typology to indicate the
level of treasury impact on the overall organization,
ranging from a ‘transactional treasury’ to ‘efficiency
& cost focused treasury’, to a ‘value added &
strategic treasury’.

The outcomes of the strategic benchmark assessment enable the organization to determine which
short- and long-term improvements are called for to
enhance (the performance of) the treasury function
to the target level.

An example
To illustrate the Treasury and Risk Maturity Model
in more detail we will focus on one of the core
treasury enablers used in the model: treasury
strategy & organization. As part of this enabler,
some of the factors that Zanders assesses are the
treasury operating model, strategy and objectives,
long-term road map, organizational structure, level
of business integration and cross-functional interaction, level of centralization of treasury activities
and staffing of the treasury function. Some example
characteristics of the various levels of maturity are
provided in the table below.

Value Added &
Strategic Treasury

Figure 1:
The various

maturity.

Business Integration

treasury

Treasury Impact

levels of

Efficiency & Cost
Focused Treasury

Transactional
Treasury

Foundation

Developing

Established

Enhancing

Treasury Maturity
Ability to ensure efficiency, quality and value-added services

Optimized
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Strategic benchmark assessment approach
A strategic benchmark typically takes place in
three steps: identification, analysis, and road map.
The identification process starts by performing an
in-depth analysis of the current situation by reviewing relevant documents such as policies, standard
operating procedures and treasury reports. This
is combined with structured interviews in order to
fully understand the processes. Furthermore, this
step involves shadowing sessions and quantitative
benchmarking.

Strategy &
Organization

In the analysis phase, the data and information
obtained in the identification phase is analyzed
resulting in a benchmark scoring for each of the
three enablers and activities. The benchmark scoring
will be compared to peer averages for peers with a
comparable level of ‘treasury complexity’. Furthermore, the benchmark scoring will be compared to
a target scoring that is set for the company in each
area, which is based on what Zanders sees as best
practices, the specific business context and the overall corporate and specific treasury objectives.

Foundation

Developing

Established

No dedicated treasury staff or centralized treasury
department

Dedicated treasurer with some
support staff

Centralized corporate treasury
structure
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Treasury tasks at
subsidiary level,
limited central
coordination and
control

Centralization of
some core treasury activities
(e.g. funding)

Enhancing

Optimized

Expanding
corporate treasury department
supported by a
Adequate staffing, Shared Service
experienced and
Center function
qualified team
Internal consultant
to other corporate functions and
subsidiaries

Center of excellence /in-house bank
to support global
operations

Centralization of
the core treasury
activities

Optimal centralization of treasury
(-related) activities

Central coordination and control
over decentralized
operations

Expanding treasury remit (e.g.
working capital
management,
commodity risk
management)

Strategic, proactive business
partner

No improvement
Ad-hoc/short
Structural, midLong-term focused Long-term value
plans, reactive ap- term improvement term improvement treasury road map focused treasury
proach
plans (<1 yr)
plans
road map (3-5 yrs)

Benchmark Scoring

Peer Scoring

enhance your treasury organization, exploit the potential, save costs, and carefully manage the risks.

Target Scoring

Areas fot improvement
Steps to enhance the treasury function
Treasury Roadmap
The last step is the definition of the road map. Based
on a gap analysis, areas of improvement can be
identified, which are then translated into concrete
steps to enhance the treasury function as well as the
treasury road map, which provides a logical sequencing and prioritization of all sub-projects.

For almost every organization
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The Zanders Strategic Benchmark Assessment is
focused on treasury organizations that are eager to
enhance their treasury and desire to move towards
best-in-class, regardless of size and the current
status. Strategic benchmarking is interesting for
almost every organization with treasury activities. Of
course the assessment can be entirely tailored to the
client’s specific wishes and focus areas. Afterwards
you know exactly which steps have to be taken to

Value of Strategic Benchmarking
• Improve insight in how your treasury
function scores compared to:
– Peers with a comparable
‘treasury complexity’
– Best practice
• Gain detailed insight where improvements
can be realized to enhance the treasury
function
– Taking into account the specific business
context and corporate/treasury objectives.
• Identify areas which carry immediate
operational or financial risks
• Know which steps to take to enhance the
treasury function
• Prioritize and organize your treasury roadmap

Would you like to know
more about our Treasury
and Risk Maturity Model?
Please contact
Job Wolters:
j.wolters@zanders.eu
or +31 35 692 89 89.

Event

Report: Zanders Belgium Annual Treasury and Risk Seminar

Innovations in cash management:
the disruptive impact on payments,
tax and technology
On 23rd of June 2016, the Zanders Belgium Annual
Treasury and Risk Seminar was held in Antwerp
where more than 30 invited experts discussed
the latest developments and innovations.
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Laurens Tijdhof, partner at Zanders, opened the seminar and the topic of trends and developments in treasury management were split into two building blocks.
First, Tijdhof explored some of the hottest trends in
the short-, mid- and long-term, before discussing the
Treasury Maturity Model and how it relates to day-today operations. Tijdhof then shared the ‘hot-off-thepress’ survey results on consolidated cash visibility,
banking connectivity, payment centralization and
virtual accounts.
As a first guest speaker, Jaap Nooij, treasurer and
global process expert at British American Tobacco
(BAT), focused on life after treasury transformation. In
‘The new normal’ he shared his experiences on how
BAT successfully deals with the challenge of standardization and optimization and, in particular, how the
transformation from 3,500 to 800 bank accounts was
achieved within an extremely tight timeline. Getting
full value out of the investment, by pursuing continuous improvement with the goal of full optimization
and standardization, was indicated as the
ongoing focus.
Being passionate about mapping the everyday needs
of corporate treasurers to innovative transaction
banking solutions, Wim Grosemans took the floor.
Grosemans, head of international payments and
project leader for blockchain at BNP Paribas Fortis,
introduced the audience to the world of distributed
ledger. After a short introduction to the techno-

logy, the focus switched to how blockchain impacts
corporates and their treasury operations. After the
coffee break, the spotlight was on tax and law. Nicolas
Lippens, tax partner at Linklaters, explored the impact
of Base Erosion Profit Sharing (BEPS) on treasury and
intercompany financing. With his extensive knowledge
of international tax law, he shared insights on the EU’s
upcoming Anti-Tax Avoidance Directive (ATAD). In
particular, participants learned in detail about expected impact on interest deduction, transfer pricing and
country-by-country reporting.
Participants afterwards enjoyed a session with Johnson Controls (JCI). Jean-Philippe De Waele, the company’s treasurer for EMEA, elaborated on the strategic
aspects of a payment factory. He shared some valuable insights on JCI’s three-tiered liquidity structure,
the company’s banking strategy, in-house developed
global cash reporting as well as the project’s success
factors and challenges.
Brexit was the last item on the day’s agenda, with a
particular focus on the potential financial implications
of Brexit on multinationals. Glenn Vaughan, chief
executive at the British Chamber of Commerce in Belgium, drew a detailed picture on the possible impact
on organizations, employees and contracts. Moreover,
he highlighted how many of these issues need to be
considered in all EU member states.
As well as the day’s topics, outlined above, Kasteel
Den Brandt in Antwerp offered its magnificent surroundings for the more informal exchange of ‘dos’ and
‘don’ts’ between experts in treasury and risk, at the
close of yet another successful seminar.
zanders.eu/events

Calendar
Description

Locati0n

Date

EuroFinance 25th International Cash & Treasury Management Conference 2016

Vienna, AU

12-14 October

AFP Annual Conference 2016

Orlando, USA

23-25 October

DACT Treasury Fair

Noordwijk, NL

10-11 November

Zanders Academy – BootCamp Corporate Treasury

Amsterdam, NL

14-16 November

Zanders Annual Treasury & Risk Seminar UK

London, UK

18 November

Zanders Academy – Treasury Operations, Cash Management & Treasury Technology

Amsterdam, NL

1-2 December

Zanders Treasury and Risk Seminar 2016

Zurich, CH

8 December

For more information, check: www.zanders.eu

Zanders Treasury and Risk Seminar 2016 in Zurich
Being up to date with the latest developments in
the ever-changing treasury environment is no easy
task and while concentrating on short-term needs
is crucial, treasury’s long term strategic goals are
sometimes left aside. To assist your organisation
in preparing for future treasury developments,
this seminar will cover the trends in areas such
as financial risk management, cash management,
treasury regulation, FinTech in treasury, and other
topics. During this half-day event, treasury experts
from leading International firms will give insights
into the current state of their treasury organizations;
discuss topics which they believe are most critical
and relevant for them in 2017 and beyond; and
explain how they are preparing for these topics.

There will also be an opportunity for our guests
to attend a complimentary private guided tour
through the FIFA World Football Museum prior to the
event. This seminar is suitable for group treasurers,
treasury managers and senior finance executives.

Registration
Availability is limited so please secure your place by
visiting our website and completing the registration
form at www.zanders.eu/events

When, where & who?
The event will be held on Thursday 8th of December
2016. The registration, together with a lunch buffet,
will commence at 12:30 PM. We are proud to host
our seminar at the FIFA World Football Museum
in Zurich. The event will be followed by an aperitif
which serves as a great opportunity for enriching
discussions with like-minded guests and speakers.

© FIFA

Partnership Zanders and GloComNet
Zanders has started a partnership with GloComNet,
an initiative to deal with the world’s ‘complexity and
uncertainty’. The Global Complexity Network is an
open platform, a global network and hub-of-hubs.
Complexity theory asserts that the world is not
mechanical or stable, but rather interconnected and
constantly evolving. Unexpected events such as
Brexit can cause current patterns – however stable
they may seem to be – to lead to a future we did not
foresee. We cannot understand how the future may

unfold without understanding the interplay between
patterns of relationships and the effect of particular
events and variations at particular times and places.
In the next coming years, we will co-create
new services and products related to our risk
management practices by, among others, scenario
thinking. Moreover, Zanders will support GloComNet
in the further development of the GloComNet
network and platform.
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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.

Our Services:
• Treasury management
• Risk management
• Treasury & risk technology
• Corporate finance & capital markets
• Zanders Academy
• Valuation services
• Interim services

Client areas:
• Corporates
• Financial institutes
• Public sector & Non profit

www.zanders.eu
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

Postal address
P.O. Box 221
1400 AE Bussum
The Netherlands

