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To achieve our ambitious goals, we need to connect
the right talent to Zanders. We are focused on the
entire candidate journey. In addition to recruitment, our priority is also employer branding and
talent management. We create high performing
teams with the best specialists in treasury, risk and
finance.
I enjoy working together with colleagues who like to
challenge themselves to reach for the best and set
the bar a bit higher each time. The speed of learning
new things determines in my opinion the speed of
development and the speed of realizing – business
and personal – goals. The upcoming period we have
a number of innovative developments planned and I
look forward to contributing in this.”

Zanders Magazine is a quarterly publication by Zanders
Texts: Niels Christern, Nuno Ferreira, Carlotta Giacché, Stefano
Gibin, Geert Jan den Hertog and Yannic Suurmeijer.
Chief editor: Niels Christern.
Translations: Marjolein de Jong, Veronica LeRoux, Livewords
and Willemien Rijsdijk.
Fotography: Ann-Sophie Falter, de Beeldredaktie a.o.
Design/print: Dunnebier Print BV
Editorial team: Aafke Bouma, Niels Christern, Thomas Davison,
Gerbert van Grootheest, Rob van Heesch, Arn Knol, Marije Kruijer,
Henno van der Roest, Sander van Tol and Bart-Jan Wittenberg.
Editorial address: Brinklaan 134, 1404 GV Bussum,
The Netherlands
Telephone: +31 35 692 89 89
Website: www.zanders.eu
ISSN 2214-6970

Foreword

Daydreaming about
a new currency
This issue of Zanders Magazine
is the last in printed form. In
the fast-paced evolution of the
communications landscape,
reading a magazine digitally is
the new normal. To acquaint
you with the new shape of Zanders Magazine and experience the difference, we will
also send this Spring issue to you by email.
Not only the communication landscape experienced
an evolution; as you can read in this issue, robotics
can increasingly add value to financial processes.
In the meanwhile, the energy landscape is changing
rapidly too, to make our planet more sustainable.
Someday, we will get rid of gas and heat our homes
electrically, drive electronic vehicles, and eventually
close the nuclear and coal-fired power stations. What
we need in return is sun, wind, water and thermal
energy, which have a slightly higher direct cost. Unfortunately these renewable energy sources are not
always available; we will need to generate energy
ourselves, find a way to store it at home and choose
the best possible time to charge.
Undoubtedly electricity will become a ‘market’,
with a variable price per hour of the day, surpluses
and deficits, self- production, et cetera – not only
for companies, but also for individuals. In addition,

trading and storage will soon be possible for everyone by means of batteries, water basins, storage in
heating networks and an extensive electrical grid.
These conditions make it possible for electricity to
become the currency of the future, with the ‘Kwh’ as
a new gold standard.
One can see a parallel in some African countries,
where people no longer pay with local coins, but
instead transfer telephone time credits. The local
banknotes are so high in print that nobody has much
confidence in them any more – you cannot even
exchange them for gold!
If the global markets were to lose confidence in the
Federal Reserve or the ECB currencies, then a move
to another currency with an exchange value (such as
electricity), traded via a block chain, could possibly
become the new currency for us. After all, everyone
needs electricity. You can charge it yourself, buy,
trade, store, or deliver it to your neighbours if you
don’t need it. What will the current energy transition
have this in store for us?
We hope you will continue to read our articles in our
new eZine, creating the knowledge and energy for
future success. And of course we hope you’ll miss
this printed edition too – which would indicate that
we’ve done well so far!
Rob Naber

r.naber@zanders.eu
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ING’s benchmarks for a
constant stream of income
In 2014, with its Think Forward strategy, ING set the goal to further standardize and s
treamline its organization. At the time, changes in international regulations were also
in full swing. So far so good, but what did all this mean for risk management at the bank?
We asked ING’s Constant Thoolen and Gilbert van Iersel.

According to Constant Thoolen, global head of financial
risk at ING, the Accelerating Think Forward strategy,
an updated version of the Think Forward strategy that
they just call ATF, comprises several different elements. “Standardization is a very important one. And
from standardization comes scalability and comparability. To facilitate this standardization within the
financial risk management team, and thus achieve the
required level of efficiency, as a bank we first had to
make substantial investments so we could reap greater cost savings further down the road.”

And how exactly did ING translate this into financial
risk management?
Thoolen: “Obviously, there are different facets to that
risk, which permeates through all business lines. The
interest rate risk in the banking book, or IRRBB, is
a very important part of this. Alongside the interest
rate risk in trading activities, the IRRBB represents an
important risk for all business lines. Given the importance of this type of risk, and the changing regulatory
complexion, we decided to start up an internal IRRBB

Right:
Constant Thoolen

program. Clearly, the IRRBB program plays an important role in all this. It provides insight into the bank’s
exposure to the interest rate risk, in a consistent manner, making it possible to compare the figures properly.
As a bank this makes it much easier to rollout your activities. Furthermore, we were looking to achieve more
correlation with the business. So we could support and
control the business on the one hand, and make the
risks uniformly transparent on the other.”
So the challenge facing the bank was how to develop
a consistent framework in benchmarking and reporting the interest rate risk?
“The ATF strategy has set requirements for the consistency and standardization of tooling,” explains Gilbert
van Iersel, head of financial risk analysis. “On the one
hand, our in-house QRM program ties in with this. We
are currently rolling out a central system for our ALM
activities, such as analyses and risk measurements
– not only from a risk perspective, but from a Finance
one too. Within the context of the IRRBB program,
we also started to apply this level of standardization
and consistency throughout the risk-management
framework and the policy around it. We’re doing so by
tackling standardization in terms of definitions, such
as: what do we understand by interest rate risk, and
what do benchmarks like earnings-at-risk or NII-at-risk
actually mean? It’s all about how we measure and what
assumptions we should make.”
What role did international regulations play in all this?
Van Iersel: “An important one. The whole thing was
strengthened by new IRRBB guidelines published by
the EBA in 2015. It reconciled the ATF strategy with
external guidelines, which prompted us to start up the
IRRBB program.”
So regulations served as a catalyst?
Thoolen: “Yes indeed. But in addition to serving as a
foothold, the regulations, along with many changes
and additional requirements in this area, also posed a
challenge. Above all, it remains in a state of flux, thanks
to Basel, the EBA and supervision by the ECB. On the
one hand, it’s true that we had expected the changes,
because IRRBB discussions had been going on for
some time. On the other hand, developments in the
regulatory landscape surrounding IRRBB followed one
another quite quickly. This is also different to an implementation of Basel II or III, which typically require a

preparation and phasing-in period of a few years. That
doesn’t apply here because we have to quickly comply
with the new guidelines.”
Did the European regulations help deliver the standardization that ING sought as an international bank?
Thoolen: “The shift from local to European supervision probably increased our need for standardization
and consistency. We had national supervisors in the
relevant countries, each supervising in their own way,
with their own requirements and methodologies. The
ECB checked out all these methodologies and created
best practices on what they found. Now we have to
deal with regulations that take in all Eurozone countries, which are also countries in which ING is active.
Consequently, we are perfectly capable of making
comparisons between the implementation of the ALM
policy in the different countries. Above all, the associated risks are high on the agenda of policymakers and
supervisors.”
Van Iersel: “We have also used these standards in
setting up a central treasury organization, for example,
which is also complementary to the consistency and
standardization process.”
Thoolen: “But we’d already set the further integration
of the various business units in motion, before the
new regulations came into force. What’s more, we still
have to deal with local legislation in the countries in
which we operate outside Europe, such as Australia,
Singapore and the US. Our ideal world would be one
in which we have one standard for our calculations
everywhere.”
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Yvonne Sijm
(Zanders)
and Constant
Thoolen (ING).

What changed in the bank’s risk appetite as a result
of this changing environment and the new strategy?

Which other types of risk does the bank look at and
how do they relate to the interest rate risk?

Van Iersel: “Based on newly defined benchmarks,
we’ve redefined and shaped our risk appetite as a component part of the strategic program. In the risk appetite process we’ve clarified the difference between how
ING wants to manage the IRRBB internally and how the
regulator views the type of risk. As a bank you have to
comply with the so-called standard outlier test when
it comes to the IRRBB. The benchmark commonly employed for this is the economic value of equity, which is
value based. Within the IRRBB, you can look at the interest rate risk from a value or an income perspective.
Both are important, but they occasionally work against
one another too. As a bank, we’ve made a choice between them. For us, a constant stream of income was
the most important benchmark in defining our interest
rate risk strategy, because that’s what is translated to
the bottom line of the results that we post. Alongside
our internal decision to focus more closely on income
and stabilize it, the regulator opted to take a mainly
value-based approach. We have explicitly incorporated
this distinction in our risk appetite statements.
It’s all based on our new strategy; in other words what
we are striving for as a bank and what will be the repercussions for our interest rate risk management.
It’s from there that we define the different risk
benchmarks.”

Van Iersel: “From the financial risk perspective, you
also have to take into account aspects like credit
spreads, changes in the creditworthiness of counterparties, as well as market-related risks in share
prices and foreign exchange rates. Given that all these
collectively influence our profitability and solvency
position, they are also reflected in the Core Tier I ratio.
There is a clear link to be seen there between the risk
appetite for IRRBB and the overall risk appetite that we
as a bank have defined. IRRBB is a component part of
the whole, so there’s a certain amount of interaction
between them to be considered; in other words, how
does the interest rate risk measure up to the credit
risk? On top of that you have to decide where to deploy
your valuable capacity. All this has been made clearer
in this program.”
Does this mean that every change in the market can
be accommodated by adjusting the risk appetite?
Thoolen: “Changing behavior can indeed influence
risks and change the risk appetite, although not
necessarily. But it can certainly lead to a different use
of risk. Moreover, IFRS 9 has changed the accountant
standards. Because the Core Tier 1 ratio is based on the
accounting standard, these IFRS9 changes determine

This sometimes makes standardization more difficult to
apply. The challenge lies in the fact that every country
and every market is specific, and the differences have
to be reconciled in the model.”
Van Iersel: “The model was designed to measure risks
as well as possible and to support the business to
make good decisions. Having a consistent risk appetite
framework can also make certain differences between
countries or activities more visible. In Australia, for
example, many more floating-rate mortgages are sold
than here in the Netherlands and this alters the sensitivity of the bank’s net interest income when the interest
rate changes. Risk appetite statements must facilitate
such differences.”

Gilbert van Iersel

the available capital too. If IFRS 9 changes the
playing field it also exerts an influence on certain
risk benchmarks.”
In addition to setting up a consistent framework, the
standardization of the models used by the different parts of ING was also important. How does ING
approach the selection and development of these
models?
Thoolen: “With this in mind, we’ve set up a structure
with the various business units that we collaborate
with from a financial risk perspective. We pay close
attention to whether a model is applicable in the environment in which it’s used. In other words, is it a good
fit with what’s happening in the market, does it cover
all the risks as you see them, and does it have the necessary harmony with the ALM system? In this way, we
want to establish optimum modelling for savings or the
repayment risk of mortgages, for example.”

Thoolen: “But opting for a single ALM system imposes
this model standardization on you and ensures that,
once it’s integrated, it will immediately comply with
many conditions. The process is still on-going, but it’s a
good fit with the standardization and consistency that
we’re aiming for.”

The IRRBB program
In conjunction with the changing regulatory environment, the Accelerating Think Forward Strategy
formed the backdrop for a major collaboration with
Zanders: the IRRBB project. In the context of this
project, Zanders researched the extent to which
the bank’s interest rate risk framework complied
with the changing regulations. The framework also
assessed ING’s new interest rate risk benchmarks
and best practices. Based on the choices made by
the bank, Zanders helped improve and implement
the new framework and standardized models in a
central risk management system.

But does that also work for an international bank with
substantial portfolios in very different countries?
Thoolen: “While there is model standardization, there
is no market standardization. Different countries have
their own product combinations and, outside the
context of IRRBB, have to comply with regulations that
differ from other countries. A savings product in the Netherlands will differ from a savings product in Belgium,
for example. It’s difficult to define a one-size-fits-all
model because the working of one market can be much
more specific than another – particularly when it comes
to regulations governing retail and wholesale.

If you’d like to know more about
the IRRBB or improving your interest rate risk framework,
get in touch with
Yvonne Sijm
(y.sijm@zanders.eu)
or
Erik Vijlbrief
(e.vijlbrief@zanders.eu)
or call +31 35 692 89 89.
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FX risk identification –
Why does it matter?
Why now?
Geopolitical instability has always had an impact on foreign exchange (FX) markets,
increasing the volatility of FX rates. More recently, the rising tensions between the
US and North Korea, as well as the uncertainty surrounding Brexit, have combined
to create instability, making FX risk a top priority for financial professionals.
Effective FX risk management strengthens corporates and makes them more
versatile, so CFOs and treasurers have been looking for solutions to put in place
sophisticated and accurate responses to currency pair movements.

Discussions about FX risk management typically
revolve around two main topics: FX risk policy and
hedging. Corporates tend to focus on elaborating and
maintaining a wide-reaching, complete policy, comprising objectives, metrics and hedging strategies.
Simultaneously, when considering tactics and execution, corporates firstly look at hedging strategies as
a means of finding the most optimal mix of hedging
instruments. Even though these topics are crucial
in contributing to the successful implementation of
the overall risk management process, they represent
part of a broader picture that needs to be taken into
consideration as a whole.
With this in mind, it is crucial to take a step back.
Without a clear, detailed and reliable identification
of FX exposures, there are no subsequent accurate
risks to address, nor the establishment of policies and
strategies that are ahead of the curve and respond to
the ever-volatile multi-currency market.

The sophistication of FX risk identification.

FX Identification – an example
A European corporate with EUR as its denominated functional currency has a large exposure to
USD and HKD due to its sales operations. Both
these exposures are recorded in the numerous
corporate ERP systems in its functional currency.
When the hedging decisions are taken on a
monthly basis, these exposures are consolidated
in an Excel spreadsheet to obtain visibility of the
amounts of the FX exposure. If, during consolidation, part of the USD exposure is lost, showing the
corresponding EUR value, the corporate would
have the false impression that its only exposure is
to HKD and it would enter into a FX forward to lock
the future value of its HKD sales. However, when
the USD payment is received, if the EUR/USD rate
changed unfavorably, the firm would have to account for a realized FX loss in the P&L.
This can happen when corporates record their exposures in many ERP systems and there is no clear
process to identify and gather exposure data. It
may happen that some ERP systems are not considered or, if considered, the local currency exposure is lost because it is recorded in the functional
currency. Had the corporate in our example had
a sound FX identification process, it would have
been able to identify and subsequently hedge its
exposure to USD.

Accurate FX risk identification enables the establishment of an in-depth understanding of the company’s
susceptibility as a means of reaching a complete and
encompassing overview of the frequency and magnitude of currency pair exposure. On the other hand, a
weak risk identification process can provide misleading assurance that FX risk is under control, with
potentially harmful or even detrimental impacts on a
company’s P&L account. For instance, during consolidation, the transaction currency (i.e. the currency that
a business transaction took place in) is often lost. An
example of this is given in the box on the right.

Firstly, there is often a lack of clarity in the definition
of FX risk, as well as an occasional absence of clear
grasp and segregation of different FX risk types.

Having recognized the importance of an effective
FX risk identification procedure, the current challenges corporates face in leveraging such process can
be identified.

Within Zanders, FX risk is defined as: “Any adverse
financial effect for a company arising from movements
in the foreign exchange rate”. One then ought to understand which type of FX risk is being addressed.
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Economic Exposure (Corporate Strategy)
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Figure 1:
Types of
FX risk
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There are three types of FX risk that are usually identified, which require different treatments and pose
different challenges:
• Transaction risk
• Translation risk
• Economic risk
Transaction risk occurs when a corporate trades, borrows or lends in a currency other than its functional
currency. A transaction exposure can either be anticipated or committed. In both cases there will be a time
delay between the anticipation/commitment and the
actual payment of the transaction. During this time
interval, exchange rates will most probably change
and the company is exposed to a risk that could have
a positive or negative financial impact on the P&L.
Translation exposure arises from converting financial
statements expressed in foreign currencies into the
group reporting currency.

Product
shipped/received
(AR/AP recorded)

Colletion
/ payment

Consolidation

Economic risk also known as operational or competitive risk, arises when changes in exchange rates alter
the competitive position of a business.
As shown in the example and FX risk definition, it is
crucial for each corporate to start the FX identification
with a clear understanding of the different types of
FX risk.

Where is the FX information contained?
Another challenge for FX risk identification arises with
the various and often complex landscapes of source
and trading systems in which relevant information
is contained. Such data gathering primarily involves
deep understanding of internal and external flows,
the underlying currency of these flows, as well as the
identification of the systems where this information is
stored. Consequently, FX footprint development requires the combination of data from several systems.

A few examples of systems that contain relevant data
needed for FX identification are ERP systems with A/P
and A/R functionalities, cash flow forecasting tools
that gather cash flow information and analysis performed by local teams, treasury management systems
with related derivatives and exposure management,
and annual budget platforms with the planned expenditures for the financial year.
Considering the variety of these systems, the real
challenge lies in puzzling the information together
from all different data sources. A firm may either have
a scattered, decentralized systems landscape, or a
more consolidated structure with a single ERP system
implemented by the main entity and subsidiaries.
For the scattered architecture, solving the puzzle for
timely and quality assured FX data is a particularly
crucial challenge, given the different systems and processes involved. Such data is often captured in Excel
spreadsheets and sent from business units to the centre, providing room for discrepancies when the format
is not the same as the one used for all the entities and
there are delays in providing this information.
Apart from different source systems causing challenges in identifying FX exposures, other potential
threats can undermine the quality of collected FX
data, such as cases in which currency options are embedded in commercial contracts, cash flows from subsidiaries or local teams are received with a delay or
are incomplete, or when information is only retrieved
from a certain number of source systems within the
wider architecture.

Conclusion
The challenges above show how potential
negative impacts arising from a misleading or
incomplete FX risk identification can be significant.
Similarly, recognizing the importance of sound FX
risk identification and addressing its challenges
requires strategic and operational prioritization
in the form of a structured approach. With such a
framework, market best practices on FX risk identification can be understood by corporates and
applied to their specific case to improve their risk
identification processes. Additionally, the challenge of extracting accurate and timely FX exposure
data can be addressed by leveraging the use of
specific FX risk tools, which are able to collect data
from the company’s financial systems in a reliable
and innovative manner.
However, it goes without saying that the first step
for successfully addressing and managing FX risks
consists of recognizing the importance of the FX
risk identification approach before developing
policies and hedging strategies. In other words,
prioritization of FX risk identification should be
at the top of the CFO and treasurer’s agenda as a
means to establishing a prosperous, long-lasting
method for promptly reacting to currency pair
fluctuations in line with a corporate’s systems and
process landscapes.

Want to know more
about FX identification?
Please contact
Carlotta Giacché
(c.giacche@zanders.eu)
or
Stefano Gibin
(s.gibin@zanders.eu)
on +44 20 7730 2510.
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The treasury impact of JCI’s
strategic transactions
12

In the summer of 2015, Johnson Controls International (JCI) announced
that it would divest its Automotive Division via a spin off in a new publicly
listed company: Adient. Shortly thereafter, JCI announced a merger with Tyco,
a fire protection & security company. What was the impact of these strategic
transactions on the treasury activities of the company?
JCI is the global leader and largest manufacturer of
automotive batteries, powering nearly every type of
passenger vehicle, heavy-duty and light commercial
trucks, motorcycles, golf cars, lawn and garden tractors, and marine applications and a leading provider of
building technology, products and solutions (building
automation & controls, HVAC, refrigeration, fire, security and integrated solutions). The multinational has
USD 30 billion in sales and employs 120,000 employees spread over 2,000 locations on six continents.
Building automation & controls, HVAC, refrigeration,
fire, security and integrated solutions are part of the
Building Technologies & Security (BT&S) division and
represent the majority of sales: USD 23 billion. The Power Solutions division has sales of USD 7 billion. One
in three cars around the world is powered by a Johnson
Controls’ battery. There are over one billion cars in

circulation globally and with a production of 150 million
batteries a year, JCI is world leader in this field.

Increasingly less automotive
Three years ago JCI had a very different company
profile. Its activities were divided into four divisions,
including a very large Automotive division mainly
focused on the interior of the vehicle. This division
consisted of two parts: Automotive Seating, which
manufactured car seats, and Automotive Interiors for
the production of dashboards, floor and overhead consoles and door panels. A fourth division, called Global
Workplace Solutions, provided facility management
services for third party buildings. “We first divested
Global Workplace Solutions by selling it to CB Richard
Ellis. We subsequently contributed our Automotive
Interiors division into a joint venture with Yanfeng, one

of the largest automotive suppliers in China. Then the
company decided to dispose of the entire Automotive
division – including the stake in the Yanfeng joint venture – in a spin-off,” says Jean-Philippe De Waele, VP &
Treasurer EMEA, responsible for the treasury activities
in the EMEA region. “This division eventually became
an autonomous publicly listed company called Adient.”
But prior in completing the spin-off, JCI merged with
Tyco where JCI’s building automation & controls, HVAC
and refrigeration activities were combined with Tyco’s
fire and security activities.

“It was clear that there had to be
a rationalization in treasury centers”

From left
to right:
Jean-Philippe
De Waele (JCI),
Geert Deprez,
Pieter Sermeus
(both Zanders),
and
Olivier Brouet (JCI).

Automotive represented more than half of JCI’s revenue
when the spin-off of Adient was announced in July
2015. The operational spin-off had to be realized in a
very short time frame, with Adient becoming a fully
independent unit under the JCI umbrella by July 1,
2016. All the teething problems had to be identified in
a dry run period of several months in order to properly
and efficiently execute the legal spin-off on October
31, 2016. After all, the entire Automotive division had
to be completely disconnected in terms of processes,
systems and employees.

Systems and people
In a very short period of eight months, a brand new
treasury department had to be set-up from scratch to
support Adient, a global organization with revenue of
USD 17.5 billion. In the fall of 2015 JCI was looking for
external consultants to assist with the Treasury spin-off
project. Jean-Philippe De Waele explains: “Because we
knew we could never accomplish this without external
help, I visited EuroFinance in Copenhagen looking
to secure the right consultants. A large part of the
treasury spin-off consisted of implementing a treasury
management system for Adient. Given the timeconstraints we therefore decided to copy JCI’s current
treasury systems and processes to Adient. As Zanders
successfully assisted JCI in 2010 with the initial implementation of our treasury management system, Quantum, it was a logical choice to reach out to Zanders
for this part of the spin-off work as they were already
familiar with the system, processes and people.”
JCI first upgraded its current system from version 4.6
to 6.2 and then cloned it for Adient. Jean-Philippe De
Waele: “It was a very intense project as we had to go
live on July 1. As part of our global liquidity management and inter-company netting processes, we use
a cross currency notional cash pool at Bank Mendes
Gans (BMG). A similar structure was set-up for Adient,
and Zanders assisted with its implementation.”
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Trade finance

Merger
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In January 2016, employees learned that JCI – for the
part that did not continue as Adient – was going to
merge with Tyco, a company that provides fire and
security systems. The merger with Tyco took place on
September 1, 2016 – two month before the spin-off of
Adient came into effect. As a consequence of the merger, JCI had a new footprint of treasury centers around
the world. Jean-Philippe De Waele explains: “The US
treasury center of Tyco was located in Princeton, New
Jersey, while we were based in Milwaukee, Wisconsin.
In Asia, they were in Singapore, and we had offices in
Hong Kong and Shanghai. In Europe, they were in Switzerland, while we had an establishment in Brussels.
And while we were in Brazil, Tyco did not have an active
presence in Latin America. It was clear that there had
to be a rationalization in treasury centers. In the US,
the office in Princeton was closed; in Asia, everything
was concentrated in Shanghai, and in Europe, it was
decided to keep Tyco’s treasury center operating as a
satellite of Brussels.”

“The conclusion of the audit was that the
cost of upgrading would be about as high as the
implementation of a brand new system”
With the merger of the treasury centers in Brussels and
Zürich, it was necessary to determine which processes would be conducted where. “Because Tyco had
an established and operating back office in Zürich and
our back office in Brussels operated post spin-off with
temporary workers and Zanders consultants, we decided to centralize our back-office activities in Zürich.
Zanders helped us to audit, streamline and improve the
back-office processes, and then we transferred those
operations from Brussels to Zürich.”
Jean-Philippe De Waele

When the transfer of the back-office activities and other
treasury integration work were successfully completed,
a new internal project started at JCI: the implementation
of a new trade finance system. This project was also a
result of the merger with Tyco. Jean-Philippe De Waele:
“We have a fairly extensive portfolio of bank guarantees and letters of credit. We have about 8,000 bank
guarantees outstanding, amounting to approximately
USD 1.2 billion. We also have a large portfolio of parent
guarantees. At JCI, we did not have a system in place
while an old trade finance system existed at Tyco. The
integration activities triggered us to think about what
should be done in this area. Move from no system to the
Tyco system? Or would it be better to switch to a brand
new system? Zanders analyzed the Tyco system and
compared it with the current needs of JCI, where Swift
connectivity is extremely important. The conclusion of
this audit was that the cost of upgrading Tyco’s legacy
system would be about as high as the implementation
of a brand new system. That is why we decided to implement a new system, GTC (Global Trade Corporation),
in which all communications with banks occur via Swift.
Zanders is assisting with the implementation and the
onboarding of the various banks on GTC and Swift.”
The project started in mid-September, and the first
bank will go live in February 2018.

Looking back at the projects, Jean-Philippe De Waele is
very satisfied. “The work accomplished for the Adient
treasury spin-off was impressive” he says. “This is also
recognized outside of JCI. We obtained two awards for
the work that we have done in this regard. One from
CFO Magazine as ‘Best finance team - best treasury
practices’, and one from Treasury Management International Magazine, for ‘Best Treasury Transformation’. In
addition, we received several requests to share our experiences concerning this project - including ATEB, the
Belgian Association of Corporate Treasurers and at the
EuroFinance conference. Our practices have become
a showcase for many people on how to best handle a
spin-off and carve-out of a business division.”

Decommissioning
With the merger, whereby Ireland-based Tyco International Plc acquired the US-based Johnson Controls,
Inc., the new parent company (Johnson Controls International Plc) was incorporated in Ireland. “As all our
derivatives trading is done in the name of the parent
company, a lot of work was done in transferring our
hedging activities – FX and commodities – from the old
(Johnson Controls, Inc.) to the new (Johnson Controls
International Plc) dealing entity, and Zanders supported us with this transfer” says Jean-Philippe De Waele.

“During the merger of two such
large companies, there are significant
integration efforts at all levels”
“Tyco operated a very large in-house bank which we
decommissioned. In addition, we dismantled Tyco’s
notional cash pool and integrated it into our BMG
cash pool structure. We transferred all Tyco’s hedging
activities from its treasury management system (IT2)
to Quantum and all Tyco banks were on boarded on
our AvantGard Trax system (Global Payment Factory)
and Swift.”

Awards
The list of projects gives an indication of the extensiveness of the treasury operations at both companies.
After the spin-off of Adient, Johnson Controls was a
company with USD 20 billion in sales. Tyco was a company with sales of USD 10 billion, bringing total group
sales to approximately USD 30 billion. As Jean-Philippe
De Waele notes, “During the merger of two such large
companies, there are significant integration efforts at
all levels, including the treasury level.”

Future
Under Jean-Philippe De Waele’s stewardship, there are
still a number of ongoing integration activities relating
to banking and cash management that will continue
over the next 12 months. “Zanders will remain onboard
until an initial group of countries have become active
on the new trade-finance platform. Meanwhile, we have
completed the recruitment of our additional analysts,
who will be managing our BMG cash pools.”
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We are never sure what the future will bring, notes
Jean-Philippe De Waele. “The company has been very
active in M&A and divestments over the past three
years and publicly stated that it is focused on creating
long-term shareholder value in the remix of its business portfolio. For example, as we were integrating
Tyco, the company decided to sell part of its business
(Scott Safety) to 3M, a US company. So who knows…”

Would you like to know
more about treasuryrelated solutions regarding
spin-offs or mergers?
Please contact
Geert Deprez
(g.deprez@zanders.eu)
or
Pieter Sermeus
(p.sermeus@zanders.eu)
via +32 3 502 07 10.

Column

The risk of creating the
wrong impression
Zaid Siddiqi
In the film Margin Call, a
recently dismissed banker, Eric
Dale, talks about one of his accomplishments as an engineer
before he went into banking.
He explains that he’d helped to
build a bridge from Dills Bottom
in Ohio to Moundsville in West Virginia, the bottom line
of which was that, collectively, motorists would have to
drive 487,872,000 kilometers less every year.
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When a student asked me during the National Econometrics Day what a risk manager contributes to society,
I was unable to formulate the value that a risk manager
can add as clearly and in such tangible terms as Eric
Dale’s engineering example. However, by first defining
what a risk manager does, and then explaining its importance to society, I was nevertheless able to answer
the question to this student’s satisfaction.
But it helped, of course, that the student had some
prior knowledge, and already knew, for example, what
the credit crisis entailed and how it came about. Having
to explain what the added value of a risk manager is to
someone who does not have any prior knowledge of
the financial sector would be much more of a challenge. And just how important is it that the answer to this
question is correctly communicated to our society?
Whereas it was once quite difficult to reach the masses, social media now makes it much easier. But this
quick and relatively easy way of communicating brings
challenges all of its own – consider the algorithms used
by Facebook to generate information that reinforces
people’s own prejudices. Then, add to this the ‘fake
news’ articles doing the rounds, which are also accompanied by certain risks. In other words, while we
now have the ability to use technology to communicate
a factually correct message and put factual knowledge
at the disposal of everyone, we also run the risk of

polarizing the situation by creating different groups –
echo chambers – who can choose to believe their own
‘facts’. At the macro level this leads to a highly fragmented political landscape.
To avoid misrepresentation and ensure that the link to
society is not lost, it’s important to explain to everyone
what risk managers do and why it’s so important. And
make no mistake about it, if this message is not effectively communicated, the link to society will indeed
fall by the wayside. To give an example, suppose that
someone is unaware of the function of the EU and is
not convinced of its added value. In a subsequent referendum that person would be unlikely to vote in favor
of staying in the EU.
Given the fragmentation in the political landscape
that’s evident across the whole of Europe, we can
conclude that not only risk managers, but also other
professional groups, have failed to effectively communicate the function and added value of their profession
to society. There is a lack of common factual knowledge that prevents this fragmentation, so the link to
society has been lost. This could have been prevented
by a combination of more initiative being shown by the
professional groups to communicate their message
and more interest being shown by society to be receptive to that message.
When it comes to risk, we should be setting the right
example by creating initiatives that strive to make
society better informed about what risk management is
and why it is so important. However, in communicating
this message, some serious challenges will need careful
thought. If more professional groups were to follow this
example, it would bring us a step closer to a situation in
which there is more common factual knowledge – and
therefore a less fragmented political landscape.

z.siddiqi@zanders.eu

Expertise

Raising the bar
for debt advisory
To reflect the changing requirements of our clients, we have redefined
our debt advisory service offering and established a dedicated team
of consultants to secure the benefits of the currently strong
financing conditions for our clients in the long run.
Cutting through the noise
As debt capital markets become increasingly sophisticated, the needs of our clients are also evolving: with
more financing options than ever before, our clients are
better able to find the financing that suits their needs
and to diversify their funding risks. But understanding
the options, and knowing which to choose, remains a
challenge. An increasing number of our clients want
us to provide another layer to our strategic corporate
financing consulting. They need advice when choosing
their financing options, and a trusted consultant to
guide them through often complicated processes.

sights derived from transactions, reducing uncertainty
and simplifying strategic decision-making.”
So what will be done differently? Six explains: “With
state-of-the-art pricing and rating tools and a deep
understanding of how banks work, we extend our consulting beyond the obvious market-driven approach.
Getting attention from the right people can also make a
big difference. We have invested heavily to ensure that
our clients get direct access to the people who matter. Be it within banks, direct lenders, law firms or due
diligence providers. This ensures that things get done.”

Financing conditions
“We realized that if we really wanted to help our clients
to cut through the noise, we would need to create a
team entirely focused on debt advisory”, explains Zanders partner Sander van Tol. “Meeting the increasing
sophistication of lenders requires a lot of transaction
experience, which calls for focus and a hands-on approach to the entire process – from financing strategy
all the way to closing”, says Zanders consultant Willem
Six, a recent addition to the debt advisory team. Both
agree that Zander’s rapid growth in this direction and
the enthusiasm of the consultants who joined the team
enhance the service.

Raising the bar
So what can we expect? Six says: “Getting a ‘fair deal’
takes a lot of time and attention to detail. We take
the routine of the financing process out of our clients’
hands, freeing attention to focus on the things that
matter. Following all the developments in the debt markets is also time consuming. A lot happens behind the
scenes and only becomes visible when a transaction is
executed. We can provide the latest debt markets in-

And what is the short-term outlook? According to Six,
financing conditions remain excellent and appear to
be recovering from the recent turmoil in the equity
markets. He adds that the macro outlook is strong,
debt funding is plentiful, swap rates remain low and
lenders are willing to provide companies with a lot of
leeway in the contracts. “Many companies will qualify
under the new ECB guidelines. We don’t see this
affecting their ability to raise financing yet, but do
expect longer refinancing processes and a closer
scrutiny by the banks. In the long term, the positive
conditions won’t prevail forever. Our focus for the
next six months will be for our clients to secure
these benefits in the longer term,” says Six.

Would you like to know more
about our debt advisory services?
Then please contact
Willem Six
on w.six@zanders.eu
or +31 35 692 89 89.
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How to successfully use robotic capabilities
for financial process automation

Trend

RPA,
cutting through
the noise

18

Are you thinking about replacing part of your workforce by automated robots?
Think again, because Robotic Process Automation (RPA) is not about getting
rid of what may be your company’s most valuable asset. The full potential of
this innovative technology will only be captured by enabling your employees
to work in harmony with automated technology.
Nowadays we hardly do anything without digital devices. By using apps to perform basic day-to-day tasks,
such as managing our agenda, we free-up time to
spend on the things we value. Well, this is exactly what
RPA is about. It’s a software that performs rule-based
work, interacting with systems, websites, or applications in the same way a human would.

RPA basics
Robots are excellent at performing repetitive and rulebased operations that humans often consider uninteresting. Alleviating humans of these tasks means they
can dedicate more time to work that requires value
judgements and human interaction. Considering that,
in most companies, the treasury function still performs
high-volume, low-complexity processes, RPA can be
used to take over these tasks, allowing employees

to focus on value-adding activities. RPA automation
software directly integrates with any application once
installed on your server, so it’s not necessary to build
interfaces with other systems. That means that implementation doesn’t have to disrupt the regular course of
business and is cost effective.
As a general rule-of-thumb, the more structured the
process and data, the more efficient a digital workforce
can carry them out. In contrast to conventional automating practices, RPA is especially suited for processes
that involve multiple systems, websites and applications since RPA software simply performs tasks in the
same way a human would. Unlike ordinary system
enhancements or interfaces that provide rigid solutions, RPA gives its users the flexibility to shape process
activities in any way desired.

Automation: attended or unattended?
The most common method of automation is unattended RPA. This method involves automating an end-toend process with no human intervention at any stage.
All the activities are performed by the RPA-software or
the so-called ‘bots’. Usually, unattended RPA is applied
to straightforward, high-volume, low-value processes.
Finance activities that are suitable for unattended automation include reporting, month-end activities, and
invoice processing. Once programmed correctly, bots
will execute the process flawlessly time after time with
a higher quality and speed than a human.
A common thought is that robotics will take over a lot
of jobs. However, most processes are only suited for
partial – or attended – automation. In attended RPA, robots and humans work side by side, as some segments
of a process are automated, leaving only the decisionmaking or customer-focused activities to the employee.
These tailored automations help the employee to
complete a process more quickly and more accurately.
Most of the time, both types of automation, unattended and attended, are used in collaboration. For
instance automatic end-to-end processes can trigger
the approval of an employee if exceptions arise. But
again, the good news is that you don’t need to choose
one or the other. Collaboration between humans and
robots brings most value to the business, and yields
the highest return on investment (ROI).

Applying RPA within finance
Implementing an RPA solution does not require your
finance or treasury department to be cutting edge.

 

  

     
   
  
    



    
    

  

Figure 1:
Attended Vs
Unattended Model

  

An environment with lots of manual activities could be
perfectly suited for RPA, as long as the processes are
standardized. In our example (page 20) we take a closer
look at the global cash position process of a treasury
department. Composing a consolidated cash position
report will take a lot of effort, as it requires the collection of data from varying layers within the organization.
Composing the cash position requires information from
revenue systems, payroll information from HR, CAPEX
from Excel spreadsheets from FP&A, tax and legal
provide some e-mails, and of course we must include
the balances of the e-banking system, the TMS and the
ERP system.
Tired already? Well after collecting all the information
someone still needs to send the report to HQ, for consolidation and decision-making activities. Ultimately,
the process is repeated again…
By applying RPA to this process a robot will execute
any desktop activity the employee would otherwise do
to report the cash position. At the same time, bots can
monitor thresholds and variations in the data, hence
controls can be placed to alert errors.
19

RPA benefits
By now you probably have some idea of the benefits
that result from adding robotics to the team. They work
24/7, are fast, make no errors, create a data log of all
their activities and simultaneously work in multiple applications at high speed. These benefits are straightforward and directly realized through unattended RPA.
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Figure 2:
Example
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Our cash position example showed that creating a
consolidated cash position may involve going through
40 screens, 14 applications, 472 mouse-clicks, several
checks, and often comes with pressure from treasury
HQ to have timely cash visibility to execute deals. By
using a robot to gather and analyze all the data and
present it in a dynamic dashboard, a process that
would take experienced employees more than two
hours can be reduced to only 10 minutes. Automating
this daily process for multiple operating companies
quickly amounts to a significant amount of annual
resources freed for value-add activities.

Applications of RPA to treasury processes
RPA perfectly suits standardized and high volume
processes, such as those encountered in transactional
departments. Finance departments normally start applying RPA to P2P, OTC or even accounting processes.
As in many other areas, treasury can also take the lead
as RPA thrives in this process-driven environment.
Here are several examples of how treasury can achieve
ROI with RPA:

Figure 3:
RPA benefits
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• Cash positions and cash flow forecasts – gathering
data from several systems and applications, checking for consistency based on limits, constructing
and sharing reports with relevant stakeholder for
review or decision-making.
• Payment and bank statement processes – where
manual file uploads and downloads are still required
using EBS systems or letters. Bots will reduce the
effort, maintain confidentiality, and leave a digital
audit trail that manual payment file handling does
not have.
• Supply chain finance processes – managing
activities regarding reporting, collecting and processing files needed from SCF-partners, gathering and
sending invoices.
• Trade finance processes – gathering and creating
the files/templates required for trade finance
processes (POs, invoices, forms) to send to banks.
• Reporting (KPIs, metrics) – gathering data from
several systems to automatically create reports and
dashboards.
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• Control or monthly activities – perform
month-end activities or check month-end
accounting based on tolerances, limit
check consistency and validity of monthend activities.
• Monitor covenant and counterparty limits (providing warning before covenant
breach) – gathering data from several
systems, reporting of exposure, defined
ratios, and alert any limit breaches.
• Project-based RPA (IFRS 16 migration)
– any company aiming to engage in, for
instance, a regulatory driven project can
automatically extract, evaluate, and control large data volumes, plus ease system migration
by using robotics.

Guiding principles for a successful
RPA implementation
Don’t expect bots to simply take over your business
processes and magically fix all issues with legacy
systems. Involving bots will request less labour from
employees, though patching bots to old inefficient
processes is not advised.
The more structured a process and data, the faster and
more cost-effectively digital automation can be applied. If the process and data are less structured, it will
be more expensive and time-consuming to automate.
So, before starting your RPA journey it is wise to first
assess whether the processes and related IT are fit for
automation. By building a business case with positive
ROI you have a measure to hold on to during each
phase of the project.
Involvement of the right solution providers is key. The
market for RPA solutions has a variety of matured developers and fintech start-ups that offer varying products.
We advise to carefully select the solution provider that
best suits the scope of your processes.
It’s also important to bear in mind:
• Create a proof of concept (PoC) that clearly demonstrates the gains of implementing RPA.
• Closely involve IT throughout the project as RPA
interacts with your system landscape.
• Initiate change management and a communication
for the organization to embrace instead of repel the
new way of working.
• Collaborate with sector experts to redesign inefficient processes before automating.

• Build in-house knowledge to address small issues
and further leverage RPA potential as robots are
now integrated with day-to-day operations

Business process optimization to
business process automation
What may seem futuristic to some has already become
reality for others. The idea that RPA is only justified
for large-cap corporates is misguided. Nowadays it is
already feasible to implement RPA tools in mid-cap
companies, thereby managing more repetitive processes automatically. Once again, we recommend going
for the low-hanging fruits first, and start out-with some
straightforward processes that quickly yield a positive
ROI. By building on the experience gained, organizations create a snowball-effect that will lead to more sophisticated automation projects year on year. Robotics
is not a buzz word anymore. Is your treasury ready?

Want to know more about
RPA or evaluate the ROI from
implementing RPA to support
your processes?
Please contact
Nuno Ferreira
(n.ferreira@zanders.eu)
or
Yannic Suurmeijer
(y.suurmeijer@zanders.eu)
via +31 35 692 89 89.
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Vision

Residential mortgages: a level
playing field for the banking
and insurance sector?

22

Regulatory developments are changing the shape of the European ﬁnancial
landscape – so to what extent will this create a level playing ﬁeld for banks
and insurers in the Dutch residential mortgage market? This article discusses
how consistent the credit risk capital requirements under Basel III and
Solvency II are for residential mortgages.
Last October, the European Insurance and Occupational Pensions Authority (EIOPA) submitted its first
set of advice on the review of specific items in the
Solvency II regulation to the European Commission.
An important element is the recognition of partial
guarantees in the Solvency Capital Requirement (SCR)
formula. This significantly decreases an insurer’s
capital requirement for residential mortgages. And in
December last year, the Basel Committee finalized the
Basel III framework, which includes revisions to the
risk-weighted assets (RWA) framework, the introduction of a leverage ratio and an aggregate output floor.

that there is no interest-rate risk exposure due to a
duration mismatch between an institution’s assets and
liabilities. Also, capital requirements for and diversification effects with other risk types will be ignored in
our analysis.
It should be noted that different confidence levels are
used in the Standardized Approaches of Basel III and
Solvency II: 99.90% versus 99.50% respectively. The
consequence is a higher capital requirement for the
banks, for an equal risk level.

Basel III capital requirements
Standardized Approach
In this article we only focus on the Standardized Approaches of the two frameworks. A much more extensive study would be required to compare the Solvency
II and Basel III capital requirements calculated by
internal models. For ease of comparison, we assume

Residential mortgages provided by banks are captured
in the banking book and the required capital under
Basel III is calculated using a risk-weighted formula.
The risk weights to calculate the value of the RWA
under Basel III depend on the Loan-to-Value ratio (LtV)
and are presented in Table 1.

Table 1:
Credit risk
weights
Basel III

LtV

≤50%

≤60%

≤80%

≤90% ≤100% >100%

Risk weight

20%

25%

30%

40%

If a mortgage is covered by an eligible guarantor (such
as NHG 1 in the Netherlands), a zero-risk weight applies to the guaranteed part of the exposure.
The capital requirement is equal to 8% of the RWA, but
it is supplemented by two additional buffers:
i. The countercyclical buffer, which reserves capital in
times of economic prosperity as a buffer for recessions, is set by the local regulator. The maximum
level is 2.50% of the RWA. Currently, for the Netherlands, the countercyclical buffer has been set 2 to
0% by DNB.
ii. The capital conservation buffer ensures that part
of the capital available for dividend pay-outs, is
reserved to compensate for potential future losses.
It amounts to 2.50% of the RWA (after phase-in is
completed in 2019).
Further, Basel III introduced a leverage ratio of 3%.
Banks are required to meet a 3% capital charge for the
sum of all outstanding positions, independent of their
risk profile. This serves as a backstop to the risk-based
capital requirement and helps to contain a system
wide build-up of leverage.

Solvency II capital requirements
Under Solvency II, mortgages are classified as Type 2
risk, and capital charges are based on a risk-weighted
measure. As a consequence of the recent advice of EIOPA to the European Commission, partial guarantees
from central governments and partial guarantees from
regional governments and local authorities (RGLA) are
accounted for in the capital calculations. The solvency

50%

70%

capital requirement for counterparty default risk is
calculated as 15% of the ‘loss given default’ (LGD). In
case of residential mortgages, the LGD is defined as
the value of the mortgage loan minus the maximum
of 80% of the risk-adjusted value of the residential
property, and the guarantee. The risk-adjusted value
of the residential property equals 75% of the property’s market value. The Solvency II framework does
not contain additional buffers or a leverage ratio like
Basel III does.

Residential mortgages without guarantees
Figure 1 presents a comparison between the credit risk
capital requirements for Dutch residential mortgages without (partial) guarantees under Basel III and
Solvency II. Distinction is made based on LtV, and the
capital requirement is expressed as a percentage of
the notional amount of the mortgage.
The largest differences appear for the low and high
LtVs. For the low LtVs (up to almost 80%) Solvency II
requires up to 3 percentage points less capital. This is
because Basel III’s risk weights are significant compared to the relatively low LGD values in the Solvency II
calculations. For high LtVs (100%-120%), the relatively
high risk weight under Basel III (70%) causes the
required capital to be significantly higher than under
Solvency II.
Only for mortgages with LtVs between 80%-100%
there is more or less a level playing field for the
insurance and banking sector. However, an earlier
article published by Zanders 3 indicated that only 24%

8%

Figure 1:
Capital requirement for Dutch
residential
mortgages
without (partial)
guarantees

Capital requirement

7%
Basel III

6%
5%

Solvency II

4%
3%

Basel III leverage
ratio

2%
1%
0%
0%

20%

40%

60%

LtV

80%

100%

120%
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Figure 2:
Capital requirements for Dutch
residential annuity
mortgages

Capital requirement

3,5%
3,0%

Basel III

2,5%
2,0%

Solvency II

1,5%

Basel III leverage
ratio

1,0%
0,5%
0,0%
0%

20%

40%

60%

80%

120%

LtV

with NHG

of residential mortgage exposure for the four largest
Dutch retail banks (ING, ABN AMRO, Volksbank and
Rabobank) has an LtV between 80% and 100%.

Residential mortgages with NHG
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100%

In the third quarter of 2017, 46% of Dutch mortgages were guaranteed by NHG 4. The NHG cover for
Dutch residential mortgages declines over time on
an annuity-like basis. As a result, also for interestonly mortgages, which were popular until 2014, the
coverage decreases over time. From 2014 onwards the
majority of the new Dutch residential mortgages have
an annuity-like redemption scheme, and the NHG guarantee is set at 90 percent of the remaining notional
at default.

For mortgages with a low LtV (<60%), insurers still
have an advantage of around 25 basis points. On the
contrary, for mortgages with an LtV higher than 60%,
Basel III requires significantly less capital compared to
Solvency II (with differences up to 1 percentage point).
However, depending on the size of the NHG-mortgage
portfolio, the minimum leverage ratio of 3% required
by Basel III might have quite a big impact here. Interestingly, in spite of its goal, the ratio can provide the
wrong incentives to a bank. Banks with large NHGmortgage portfolios can substitute part of their portfolio with mortgages with a higher risk and return profile
without impacting the overall capital requirement.

Conclusion
Figure 2 shows the credit risk capital requirements
under both regulatoryframeworks, for Dutch residential annuity mortgages with NHG 5. For insurers, the
impact of the recognition of partial guarantees in the
capital calculations is significant, as the required capital is capped at 1.5% of the notional of the mortgage.

Under the Standardized Approaches in the regulatory
frameworks, insurers have a competitive advantage
for a major part of the non-guaranteed mortgages (LtV
lower than 80% or higher than 100%). This advantage
can even amount up to 3 percentage points of the
notional amount of the mortgage. For mortgages with

A bright outlook for insurers?
A DNB report from 2016 shows that insurers have
doubled their overall market share since 2010 (mostly
concentrated in mortgages with long tenors). Several
developments continue to increase the competitive
advantage for insurers for residential mortgages.
First, recent Dutch residential mortgage regulations
may favor insurers. With the obligatory repayments and the LtV cap of
€ 400.000
100% that is effective since 1 January
€ 350.000
2018, the average LtV over the lifetime
€ 300.000
of the mortgage will be lower than it
€ 250.000
used to be. This increases the competitive advantage for insurers. This
€ 200.000
advantage will become even larger if
€ 150.000
2010
recommendations from the IMF and
DNB to further decrease the LtV cap to
90% will be implemented. Moreover,
given the current level of 0% for the Basel III countercyclical buffer, DNB might announce an increase in
the next quarters, thereby increasing the competitive
advantage for insurers even more.
Second, the earlier mentioned DNB report shows that
since 2012 the share of NHG-mortgages in the total
mortgage portfolio has decreased by more than 50%
for both banks and insurers. This is because over the

LtV values between 80% and 100%, there more or less
is a level playing field for insurers and banks.
For NHG-mortgages, insurers have a small competitive
advantage for low LtV-mortgages (LtV <60%). Although EIOPA has recognized partial guarantees like the
Dutch NHG for Solvency II credit risk capital calculations, banks still have a significant competitive advantage for mortgages with LtV values higher than 60%. The
competitive advantage for banks, however, might be
offset – depending on their portfolio’s composition –
by the minimum leverage ratio of 3% required by Basel
III, which could stimulate banks to switch to lending
portfolios with higher risk.

past years the NHG guarantee has decreased significantly relative to the average house price (see The decreased market share of NHG-mortgages is expected
to remain stable for the next years as since January
2017 the NHG guarantee tracks the average housing
value. Insurers have a stronger competitive advantage for mortgages without (partial) guarantees.

2011

2012

2013

Average selling price

2013

2015

2016

2017

2018

NHG guarantee

Figure 3: Residential real estate market development

Finally, in Basel III an aggregate output floor of 72.5%
of the Standardized Approach’s RWA was introduced.
This will certainly be a strong incentive for banks to
take action in order to maintain a competitive position on the mortgage market. Given that this floor will
be gradually implemented until 2027, banks still have
time to prepare.

1 NHG stands for ‘Nationale HypotheekGarantie’ and the
guarantee limits the financial consequences of unfavourable
events like divorce.
2 Source: www.toezicht.dnb.nl
3 See: zanders.eu/en/latest-insights/why-dutch-banks-fearbasels-new-capital-floor
4 Source: hypotheker.nl
5 Not considering possible prepayments, capital requirements for
interest-only mortgages are higher as the non-guaranteed part
of the exposure increases over time.

Want to know more about
the impact of Basel III
and Solvency II?
Please contact
Geert Jan den Hertog
(gj.den.hertog@zanders.eu)
or
Sjoerd Blijlevens
(s.blijlevens@zanders.eu)
via +31 35 692 89 89.
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Short

We continue digitally!
This is the last printed edition of Zanders Magazine. As
of this spring you will receive an e-mail from us every
quarter, containing a laid-out link to Zanders eZine.
The first online edition is this spring edition. Haven’t

you received it yet? Let us know by filling in the form on
our website: zanders.eu/en/subscribe
You can also find most of the magazine’s articles on
our website!
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Zanders Magazine

VOLUME 12  SUMMER 2017
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IFRS 17 and the impact of
the building block approach

4

The hybrid role of Treasury at Boskalis

16

FMO: prepared for expectations and estimates



Zanders Magazine

VOLUME 12  AUTUMN 2017
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Time to brush-up your bank’s IRRBB framework

Zanders Magazine

VOLUME 12  WINTER 2017-2018
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4

Eric Matheny (AGCS) on his Treasury Triangle Concept

4

18

Targeted review of the banks’ internal models

16
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Keeping up with InsurTech
VEON’s transformation to an optimized treasury
Exponential technology will impact corporate treasury

VOLUME 12  SPRING 2018
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Robotic Process Automation,
cutting through the noise

12

The treasury impact of JCI’s strategic transactions

22

Residential mortgages: a level playing field
for the banking and insurance sector?

FINANCE
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Calendar
Description

Locati0n

Date

Zanders Treasury Bootcamp

Amsterdam, NL

16-18 April

ACT Annual Conference

Liverpool, UK

15-16 May

Zanders Treasury & Risk seminar

Antwerp, B

26 June

SAP Conference Treasury Management

Dublin, IRL

3-5 July

EuroFinance 27th International Cash & Treasury Management Conference 2018

Geneva, CH

26-28 September

AFP Annual Conference

Chicago, USA

4-7 November

For more information, check: www.zanders.eu

Team Zanders takes the
Roparun 2018 challenge
Team Zanders #282 is ready for take-off! A run of three
days, a minimum of 65 km per runner, from Paris to
Rotterdam, facing all weather and road conditions.
After six years of absence our runners participated in
the Roparun!
This challenge is called the Roparun: a relay race
covering more than 500 kilometers from Paris and
Hamburg to Rotterdam, where teams take part in the
athletic event. The aim is to raise as much money as
possible for the Roparun Foundation (www.roparun.
nl/en), which supports palliative care for cancer patients. The organizers call the event ‘an adventure for
life’. This is also clear from the motto, which for years

has been: ‘Adding life to days, when days often can’t
be added to life’. This year the event will take place
during the Pentecost weekend, 19-21 May.
From Zanders we support the Roparun not only by running, but also by organizing various activities to collect
donations for the Roparun Foundation. Via our dedicated Zanders Team page you can actively contribute
by sponsoring a member of the team or by making a
donation for the entire team.
For more information, to see what you can
contribute as a sponsor, please check our
website: zanders.eu/events

27

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,
Switzerland and the United States, a team of over 140 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 Inside
• Valuation services
• Interim services

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

Postal address
Brinklaan 134
1404 GV Bussum
The Netherlands
www.zanders.eu

Zanders Netherlands

Zanders Belgium

Zanders UK

Zanders Switzerland

Zanders US

Brinklaan 134
1404 GV Bussum
+31 35 692 89 89

Schuttershofstraat 9
2000 Antwerpen
+32 3 502 07 10

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

Gessnerallee 36
8001 Zürich
+41 44 577 70 10

230 Park Avenue, 10th Floor
New York, NY 10196
+1 212 551 14 00

