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Foreword

Top
performing
teams
Performing well makes people happy, especially when
the efforts have been substantial. Chances of being
successful increase when all team members play the
right role, are task conscious and follow the agreed
upon strategy.
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As a child, like many, I dreamed of a successful sports
career. Playing a world cup final in a big stadium full of
cheering fans and scoring the winning goal… Although
my chances to realize this have somewhat decreased
over time, I still keep that dream alive while watching
sports matches. I’m particularly fascinated by the way
a joint effort between individual players can create a
winning team.

Fortunately, there are several alternatives outside
of sport to be successful and rewarded, even if the
stadiums aren’t always as big as the ones used for
world cup finals. In our area, financial consulting, we
aim for success too. What do we need to make a great
performing team in our business? That’s a question I
often ask myself when I am watching my favorite football team. Without biasing this preface too much with
my personal preferences, I can tell you that my favorite
football team hasn’t yet found the recipe for success.
To be such a top performing team, some ingredients
are indispensable; the team mostly needs characteristics like drive, talent, creativity, agility and task
focus. Most important of all is team spirit. In the end,

the whole must be greater than the sum of its parts.
For years, a football club like Barcelona performed
outstanding because all players performed their tasks
while focusing on the team’s interests only. It maybe
explains why Lionel Messi always performs better
in ‘his’ Barcelona team than in the national team of
Argentina.
Are the criteria for building a consulting team the same
as sports team? Only when the team plays in the right
way will goals will be scored and stakeholders applaud. But which conditions should be met to perform?
There are a few elements which have contributed to
the growth of our Zanders team. Apart from the individual qualities of our consultants, I’m convinced that
these elements have to do with our company culture
fostering entrepreneurship and development. Apart
from the proper combination of knowledge, experience
and expertise, a consulting project needs other values
too in order to be successful. Like a football player,
a consultant needs the trust and support of its team
members. Trust amongst colleagues creates focus,
overview and therefore better solutions.
The team also needs diversity to maximize expertise
and it needs a fun factor to be creative. As our clients
are active worldwide, conditions have become more
diverse. Now, with over 175 colleagues of over 30 dif-

ferent nationalities, we work from our offices on three
different continents – Europe, North America and Asia
– with a broad range of clients. Like so many football
teams, diversity in skills and competences often brings
supplementary qualities and lifts the overall performance to a higher level.
When it comes to team play, consulting is a lot like
sports. At Zanders we love the challenge to perform
well and to realize that, when it comes to winning,
a team effort is essential. And while our clients are
always part of our team efforts, we very much look
forward to playing our next match with you!
To give you an impression of the games we’ve played,
the insights we’ve noticed on the pitch and the tactics
we consider for next challenges, we’ve composed this
Zanders Yearbook, containing a selection of previously
published content in our digital magazine 2019 editions and some new ‘scoop’ articles.
Enjoy the game!
Sander van Tol
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Kongsberg’s
road map to a
transformed
treasury
As a worldwide supplier in the global
vehicle industry, Kongsberg Automotive
needed to transform its treasury function. In a short period, the company took
several steps in maturing its treasury,
so successfully that it received an Adam
Smith Award. How did Kongsberg manage
to achieve this?

Since the late 1950’s, Kongsberg Automotive has developed from a Scandinavian automotive parts supplier
to a global leader in one of the most competitive and
complex industries in the world. With more than 11,000
employees in 19 countries worldwide (European countries, USA, Canada, Mexico, South Korea, India and
China), the company provides high-quality products to
the global vehicle industry, such as custom powertrain
and chassis solutions, interior comfort systems, cables
and actuators for passenger cars.
When Abraham Geldenhuys joined Kongsberg Automotive as Group Treasurer in October 2017, the company’s treasury function needed further development.
“At that time our treasury department was very administrative of nature,” he says. “It is key for treasurers
and CFOs to know their company’s cash balance. That
was partly not at our disposal. There was a clear need
for a treasury transformation, with better cash visibility, cash flow forecasting and control over payments
and liquidity. Due to our global activities, these things
were hard to combine and tough to control – they
needed to be centralized.”

“You can’t be strategic when
your house is not in order”

Road map
Kongsberg’s treasury therefore started a journey to
become more mature. Geldenhuys: “During the 2017
EuroFinance Conference, I met some Zanders people.
The conference was full of buzzwords like blockchain,
machine learning and RPA. We were talking about all
these new technologies but most of us are still living
in the ice age. It was clear that, like many companies,
we need to get rid of repetitive, Excel-based ways of
doing treasury. It was time to clearly define and then
centralize, standardize and automate treasury processes. Technology is evidently the enabler to bring all
this together. You can’t be strategic when your house
is not in order.”
Shortly after joining Kongsberg, Geldenhuys formulated a three-year strategic Treasury Transformation
roadmap to determine where the treasury was today
and where it wanted to be tomorrow. “In our roadmap
I described the vision, function, building blocks of
treasury, a road map time line and existing risks,” he
explains. “In January 2018, I presented this roadmap
to our CFO. We agreed that cash visibility was key
and that we needed daily cash reports to be able to
make the right decisions. The roadmap also included refinancing the group. We needed to ensure our
capital structure and financing was in order and finally
decided to refinance by issuing a corporate bond. The
transaction was done in a very short space of time.
Timing was critical and the transaction were concluded
in July 2018. We then really started our journey, together with Zanders, to achieve centralization, standardization and optimization of our treasury activities.”
Pricing tool
Two main steps in the treasury transformation journey
were a complete bank reorganization and the implementation of a new treasury management system
(TMS). “In May 2018, we completed the solution
design and a blueprint for our Treasury Transformation
and after presenting our business case, I got final

approval in early November 2018,” Geldenhuys says.
“I was challenged to have the new structure up and
running by June 2019. With this very short timeline the
big challenge was without a doubt: will we be able to
go live in June? We effectively officially kicked off in
mid-November 2018 with our selected TMS partner
and in January 2019 with our new selected corporate
banking partners.”

“Redesigning this process,
we’ve made great strides”
7

Kongsberg’s treasury also needed a solution to
leverage technology for arm’s length transfer pricing
of financial transactions. Geldenhuys: “If you have a
global zero balance cash pool and intercompany loans,
the pricing needs to be in order and set. The focus
on these intercompany transactions has increased in
the past couple of years. With the current focus of tax
authorities globally, we need to make sure that we are
ahead of the curve. So, we shared our thoughts with
Zanders and the idea was to have a full-proof, state-ofthe-art pricing to meet all requirements. Their solution
was a Transfer Pricing Solution. With a new Intercompany Rating & Pricing (ICRP) tool we were able to price
our cash pool and our intercompany loans.”
Packaged and presented
Next to bank reorganization, the implementation of a
new TMS and the ICRP tool, the company took it a step
further to enhance and standardize cash application.
Geldenhuys explains: “Redesigning this process, we
went from having people manually print out all bank
statements and manually booking all to pushing these
statements to the ERP environment and achieving
automated reconciliation to a larger extent. You could
say went from the ice age to the current age. Together
with the cash pool and the TMS we also implemented
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an in-house bank. One of the big achievements of this
project was that we – the central treasury team – are
now releasing the majority of Kongsberg’s payment
traffic after validating these payments against the
global liquidity and currency positions and planning.
Soon, in addition to this, we will further streamline our
payment traffic by going live with Payments on behalf
of (POBO).”

“It’s rewarding to see that the entire
picture and plan has come together
and is starting to lean towards a real
transformation”
The next question was how to put these massive
changes to the organization. “The biggest challenge
is bringing the people with you on the journey,” says
Geldenhuys. “The coaching, teaching and showing was
a daily job. All of the new tools had to be packaged
and presented within the organization – the users of
these tools. And we managed to do so through new
technologies – again the enabler.”
In terms of cash visibility and liquidity planning, the
treasury organization is now able and equipped to
effectively manage the cash needs of the group. “All
these things were previously done in Excel, but now
completely captured in the TMS,” Geldenhuys adds.
“We make sure to utilize as much functionality in our
new TMS as possible. We really have a one-stop solution for all treasury activities.”

Extensive journey
The new TMS went live in June 2019. “Keeping the
timeline in mind this was an immensely intense period,” says Geldenhuys. “Two things were absolutely
key. Support from our in-house project management
function and the role of our consultants as a reliable, trusted partner. From the blue print stage to the
system selection and bank reorganization, to a tool
that can do the pricing of your cash pool and intercompany loans. That journey has been an extensive one;
Accounting, Legal, Tax (Transfer pricing), Change Management, Implementation teams and Technical teams
on banking and payments were involved – apart from
the dreaded KYC procedures that accompany a bank
reorganization. So, all in all implementing completely
new features and solutions to treasury – all to be able
to say that the foundation has been laid. It’s been an
intense journey containing a lot of details, a journey
that could not have been taken on by ourselves.”
One of the final steps to take, and quite a tedious one
according to Geldenhuys, is the transition from the
old to the new banking environment, so ensuring that
customers pay to the new accounts. “But when you
get to the point where we are now, focusing on closing
legacy bank accounts, it’s rewarding to see that the
entire picture and plan has come together and is starting to lean towards a real transformation.”

A good foundation
Doing a treasury transformation – implementing a new
global cash pool, a new system and really centralizing
payments – takes a lot of effort and commitment, Geldenhuys emphasizes. “But it’s worth it, absolutely! It’s
been a tremendous journey, from the start to where
we are right now. It is important that your C-suite
believes in it and that it delivers its fruits – a project of
this scale needs to be justified. Although technology is
the key to standardize, centralize, automate and combine all treasury activities, process design and effectiveness still ranks at the top of my treasury foundation,
and it’s exactly here where I believe in leveraging the

technology to ensure that we have a real treasury
function. It is process married with technology.”
Zanders was part of this project in six different areas,
according to Geldenhuys: group advisory, system selection, bank reorganization and negotiation, change
management and operational support. “Also, they did
a lot of sound boarding. We went from nothing to today having daily bank statement reporting, full control
over our payments and much more details around this.
That is probably the most important part: if the foundation of your house is not solid, forget about
the rest.”
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Abraham Geldenhuys
(left) and Zanders partner
Laurens Tijdhof proudly
show the award.

Adam Smith Award
This year, during the annual Adam Smith Award
contest (organized by Treasury Today), Kongsberg
Automotive Group AG won an award for the Best
FinTech Solution. As a response to the increased need
for a reliable, consistent and efficient framework to
determine arm’s length interest rates on intercompany
transactions, the company implemented an advanced
but easy-to-use web-based Transfer Pricing Solution.
This solution is offered by Zanders Inside, a cloudbased platform that provides clients with unique tools,
knowledge and education in the areas of treasury, risk
and finance.

Want to hear more about
Treasury transformation
challenges?
Please contact
Laurens Tijdhof
(l.tijdhof@zanders.eu)
or
Evaldas Balkys
(e.balkys@zanders.eu)
on +31 35 692 89 89.

Client
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FrieslandCampina’s
route to a higher
treasury level
Royal FrieslandCampina is a dairy cooperative made up of over 18,000 dairy farmer members in the Netherlands, Germany and Belgium. Its dairy products find their way to more
than a hundred countries. Due to the complexity of the organization, the multinational wanted to improve the centralization of its payments and – particularly – collections. As part of
these plans, it implemented several new systems and asked Kyriba and Zanders to support
its journey to become a more mature corporate treasury.
FrieslandCampina has branch offices in 34 countries
and employs around 23,000 people. It is not a listed
company, but a cooperative, in which the member
dairy farmers in the Netherlands, Germany and Belgium fully own the company. “We therefore operate a
bit differently from listed multinationals,” says Jeroen
Brieffies, Head of Treasury Operations at Royal Fries-

landCampina. “We have an ‘owners mindset’, with a
clear culture focused on farmers products.”

Complex organization
Brieffies returned to the Netherlands around five years
ago, after being stationed in Switzerland. “At that
time, we wanted to benchmark our treasury organiza-

tion and asked Zanders to do a strategic analysis for
us. It appeared that we performed very well on funding
and on risk management but were lacking in support
towards the operational side of the business. We then
started a journey from being a corporate policy maker
towards a strategic and pro-active corporate treasury
department with a centralized operations team as part
of a new organizational setup.”
During this period, a lot of things started to move
at FrieslandCampina. The organization had already
started a project called Summit, to standardize all SAP
instances within the whole company, which required
all entities to comply to these standards. At the same
time, financial shared service centers (FSSCs) were
being set up, in which all payments, collections and
other administrative activities were centralized. The
rise of these new developments led to the idea of
setting up a treasury operations department within
corporate treasury. This would support the business
more in its daily operations, and ensure treasury could
standardize the payment and collections processes.
The first step towards the support of the FSSCs was
the implementation of TIS as a payment hub.
Because of his time in Switzerland, Brieffies came up
with the project name Jungfrau – one of the famous
mountain tops in the Alps. That mountain can now be
reached easily, after a complex building process of a
railway – making it an appropriate metaphor for the
difficult process you have to go through in order to
create more efficiency in the end.

Everest project
The new developments and objectives led to the start
of a project named ‘Everest’. Brieffies explains: “the
implementation of TIS kickstarted an acceleration
towards an optimal global payment and collection
process that would take less time, be less erroneous
and less costly, using an efficient and lean IT infrastructure – and that’s why we called this next big step
project Everest.”
“We first decided to set up some workshops with
FSSC’s, finance & reporting, tax and corporate legal,
to point out the challenges we had in this process,”
Brieffies continues. It then turned out that the whole
internal process offered challenges too. “As a dairy
company we are like an oil refinery; milk comes in
and we make all kinds of components that we use for
several products. So, both logistically and financially
we have to make sure that all this follows the correct
route. We therefore decided to start with the inter-

Jeroen Brieffies

“We performed very well
on funding and on risk
management but were
lacking in support
towards the operational
side of the business”
company netting first. Then we’d have a solid base
– metaphorically called ‘Base camp’; a standardized
ERP-system, FSSCs to centralize our payments and
collections, and a payment tool. And once we have
intercompany netting, we want to move up to an inhouse bank to take care of all the internal payments.”
Corporate treasury selected Coprocess as their global
netting tool provider for matching, dispute resolution,
and monthly netting of around one million intercompany invoices a year.
On top of that, FrieslandCampina is currently looking
at the opportunity to set up a payments and collections factory, to do its payments and collections ‘on
behalf of’ (POBO and COBO). “The challenge in that is
mostly the collections,” says Zanders consultant Bart
Timmerman. “You can direct payments yourself, but
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it’s not certain on what account clients will do their
payment and what references they use, if any. So,
reconciliation of incoming payments is in that sense a
big challenge.”

A dedicated project manager
Due to this reconciliation challenge, Brieffies hired
Zanders for support. “We asked Zanders to draft a
blueprint and to support us in the implementation
of the Kyriba tool we selected as our new treasury
management system. When we set up treasury operations and started with TIS as our payment hub, we
noticed that we had a tool within our FSSCs, but we
needed manpower in corporate treasury to support it.
The corporate treasury team realized that if they really
wanted to make a change and get the envisioned
results, each team member needed to have focus.”

“All issues were sorted out quickly, mostly
because FrieslandCampina’s Treasury
was very vendor-savvy”
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A dedicated treasury operations team was created,
which included a cash and currency manager, a treasury systems manager and a treasury project manager.
Next to the new team setup, another major foundation to this transformation was the development of a
treasury IT strategy that set some clear guidelines for
the selection of new systems. Choosing cloud solutions was particularly important in future-proofing the
treasury operations. This allowed treasury to reduce
overall dependence on internal IT, and always have
an up-to-date version in order to improve speed and
decisiveness.
“A project like Everest could not have been realized
without a dedicated project manager,” Brieffies notes.
“My colleague Marije Siebenga filled in that role and
was the driving force behind this project. And at the
end we could elevate it all up to a higher level.”

“Project management was one of the key success
factors of this project,” says Zanders’ Timmerman. “It
was very clear what direction the company wanted
to go, what system it needed to get there and what
Zanders’ and Kyriba’s roles were.” Nick Clare, responsible for Kyriba’s European channel sales agrees:
“All issues were sorted out quickly, mostly because
FrieslandCampina’s Treasury was very vendor-savvy.
They always took full ownership of the solution. That’s
a role model.”

Having everyone involved
This proactive approach from FrieslandCampina’s treasury even saw it, together with Kyriba, being nominated for the EuroFinance digital transformation award.
“The scale of the company is vast and very complex
with hundreds of entities, so it’s commendable what
its treasury has done,” says Kyriba’s Clare. “FrieslandCampina now has a platform that they can scale.”
Guided by the blueprint, FrieslandCampina implemented the new system itself. And that’s a role model for
how system implementation should be done, according to Timmerman: “At the end, the company needs
to adopt and know the system. So, after teaching them
the tricks, it’s better for our clients to work with the
system themselves.”
This is a sentiment that Brieffies agrees with: “All
users had to get used to the system which sometimes
resulted in a critical stance, but now that their processes are automated, they are very enthusiastic and
supportive. In these kinds of projects, it’s important
to have everyone involved, like the back-office team,
finance and IT. They need to support your solution –
that’s often underestimated.”

Mutual dependency
Using a treasury solution like Kyriba should lead to
improved efficiencies and the benefits of having fewer
repetitive tasks. This is something that applies to the

“Metaphorically,
after a few years
the mountain tops
will be higher”

F.l.t.r.:
Jeroen Brieffies,
Nick Clare en
Bart Timmerman.

rest of the business too, thanks to Project Everest.
“Before we started this project, we had a lot of
intercompany flows,” Brieffies says. “Everybody
was sending invoices to each other and at the
end of the month we had to see if it all matched
well. But now, instead of waiting until the end of
the month, we have a continuous process and
some dedicated people in intercompany teams are
working on that. With the Kyriba tool we’re able to
centralize all cash, which makes it much easier to
do our day-to-day cash management. We paid the
bank for having an in-house bank and there was
a notional cash pool. If you have a system to take
care of that, it makes many things a lot easier and
is cost-saving too.”
This is the reason FrieslandCampina has its own
treasury system manager connecting all systems
within the company to the treasury system. “There
is now a mutual dependency,” continues Brieffies. “In the past, treasury was dependent on the
business delivering information, but now it’s also
the other way around. The business wants to know
its in-house balance.”

Next steps
In terms of treasury maturity, one of FrieslandCampina’s goals was to undergo a transformation. “We
did our strategic benchmarking in 2015 and made a
road map for the coming years,” Brieffies explains.
“But now we would like to see what progress we
have made and where we are compared to peer
corporate treasuries.”
“It’s good to do a treasury scan regularly, because
treasury technology is changing fast and peers are
developing too,” comments Zanders’ Timmerman.
“So – using the metaphor – after a few years the
mountain tops will be higher.”
Brieffies is now working with his department on a
pilot to set up virtual bank accounts. “We see that
as a necessity to have the COBO in place. We need
to reconcile what we received for selling specific
dairy product, such as yoghurt, cheese or ingredients, in order to provide the correct management
information.”

For more information on
treasury roadmap issues,
please contact
Bart Timmerman via
b.timmerman@zanders.eu
or
+31 35 692 89 89.
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Interview

“More than ever, the treasury
function needs to include
people who are technologically savvy”
14

An interview with Ron Chakravarti (Citi) and Laurens Tijdhof (Zanders)
Fast-growing technological developments are accelerating the pace of change for
treasury. Zanders and Citi have produced a whitepaper that reflects perspectives on the
future of corporate treasury. Ron Chakravarti, Citi’s global head of treasury advisory, and
Zanders partner Laurens Tijdhof discuss some of the key themes.
What are the main changes influencing treasury’s
added value within corporates?
Laurens Tijdhof (LT): “Business models are changing.

cycle and to see what things need to be changed,
updated or optimized to add value.”

In the decades since the introduction of the internet,
‘digital natives’ - new multinational companies such
as Uber and Google - have emerged to disrupt all industry sectors. These companies have less legacy than
traditional multinationals. Treasury plays an important
role in that digital native environment, for example
with payment innovation in ecommerce. Traditional
multinationals are typically dealing with a lot of legacy
because of mergers and acquisitions throughout their
history. For them, the change is more transformational
in nature, as they are doing something different than
they have done in the past decades or even in the past
century. This is one of the elements where treasury
can add significant value; to understand from a financial point of view where the business is in the current

Ron Chakravarti (RC): “Firstly, the pace of change in
commerce has picked up, driven by new technologies
and new ways of doing business. These are shifting
the timing, value, and volume of cash flows and, of
course, that impacts treasury. Secondly, while treasury
always has to manage regulations and the cash flow
impact of changes in global taxation, the pace of
change in these have also picked up. Finally, geopolitical uncertainty has created additional considerations
at this point in time. Corporate treasurers, therefore,
need to ensure their teams are increasingly nimble to
deal with all of these issues. The good news is that
the availability of new technologies, data and artificial
intelligence have the potential to change how treasury
works and to create added value.”

y

)

At what point are companies ready for new
technology?
LT: “Before a company can enter the next stage of
treasury maturity, it first needs to get the basics right.
This means having a focus on centralization, standardization and automation, typically using traditional
technology like a TMS or an ERP system. And if you
have these systems in place, be sure you’re using and
benefiting them optimally from that environment first.
Once you have the basics right, you can go to the next
stage of a smart treasury, using the new digital or
exponential technologies. Then you can benefit from
the good basis and use more of the data in analytical
ways, with algorithms or newer technologies like robotic
process automation (RPA) or artificial intelligence (AI).”
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Ron Chakravarti

“Treasury is on an evolution path
of becoming first efficient,
then smart, and finally integrated”

RC: “I completely agree that getting the basics right,
by completing the journey to an efficient treasury
comes first. Treasury is on an evolution path of becoming first efficient, then smart, and finally integrated.
Getting to efficient means that you must standardize,
centralize, and automate. Even among multinational
companies, not all have mature, centralized treasury
models. Getting to a best in class model is key. In
most industries that includes a functionally centralized
regionally distributed treasury model, with operational
treasury on a common infrastructure and processes.
Once you are substantially there, you can work on
the next step change, in making the move to a smart
treasury. And ultimately to an integrated treasury.”

How should a treasurer deal with the continuous
change driven by these exponential technologies?
RC: “Well, an issue is that – as The Future of Treasury
whitepaper indicates - only 14 percent of corporates
have a digital strategy at the treasury level. Why is
this so low? One reason is the availability of the right
resources. While treasurers have previously adapted
to technology change, this change is all happening a
lot faster now - for treasury and the broader business.
Ultimately, treasury is all about information. Today,
more than ever, the treasury function needs to include
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people who are technologically savvy. People who
are able to comprehend what is changing and how to
best deploy technology. That will become increasingly
important to create value for the business. Treasury
teams recognize that they need to have a digital
strategy, but many of them are not fully equipped to
define one. They are looking for help from industry
leaders with a treasury framework to define their
digital treasury strategy. That is one of the reasons for
this collaboration between Citi and Zanders; in many
cases we recognize that we can better do it together,
creating added value for our mutual clients.”

translate that data insight into valuable conclusions,
then technology is probably the right enabler to help;
with data analytics and visualization, for example.
But, if you don’t have your data centrally available in a
data warehouse or data lake, then that’s the first part
you should work on; you first need to have your data
centrally available to be able to do something with it.
Unfortunately, many large multinational companies
are still in that stage, they still have data that’s very
fragmented and decentralized. For those companies,
you could say that the newest technologies have come
too early.”

LT: “If you compare the current situation to ten years

RC: “What will improve treasury? We should first

ago, a treasurer would only buy new technology if
there was a real requirement. Today, there’s new technology that many treasurers do not fully understand
– in terms of what problems it could potentially solve
for the company. What you often see now is that treasurers start with small projects, proofs of concepts,
to test some innovative ideas. You can compare it with
the iPhone; when Steve Jobs invented it, it took some
time before people really understood what to do with
it, what value it would add in their life. First you need
to see what it is, what it can do for you, whether it can
solve a real problem. That’s the exiting stage in which
we are now. Some treasurers are trail blazers, others
are more followers that first want to learn from others
about how it has brought them forward.”

consider what treasurers are seeking to do. Today,
we are seeing an increasing appetite from corporate
treasurers for integrated decision support tools going
beyond what treasury management systems can
provide. To that end, we at Citi are running a number
of experiments, collaborating with our clients and fintechs, and enabling our clients’ journey towards smart
treasury. This is about moving beyond descriptive
analytics to decision support and decision automation,
and offering opportunity to realize the full automation
of operational treasury. What won’t be solved? Well,
we won’t get there in 2020 but we will certainly soon
start seeing the foundational steps in this transition to
a fully automated operational treasury and that’s what
is so exciting.”

Where can these latest technologies really
improve treasury? Are there any issues they
cannot solve?
LT: “Treasury is all about information and data.
There’s a lot of information available in a treasury
environment and you sometimes need new technologies and standardized processes to unlock the value
out of these data. Treasury covers a large amount of
structured data in all kinds of systems. If you want to

Would you like to hear
more about future treasury
challenges?
Please contact
Laurens Tijdhof via
l.tijdhof@zanders.eu or
+32 3 502 07 10

Visi0n

Impact of climate
change on financial
institutions
After the long-acknowledged fact that global warming has catastrophic consequences,
it is also increasingly recognized that climate change will impact the financial industry.
The Bank of England is even of the opinion that climate change represents the tragedy
of the horizon: “by the time it is clear that climate change is creating risks that we want
to reduce, it may already be too late to act” [1]. This article provides a summary of the
type of financial risks resulting from climate change, various initiatives within the
financial industry relating to the shift towards a low-carbon economy, and an outlook
for the assessment of climate change risks in the future.

At the December 2015 Paris Agreement conference,
strict measures to limit the rise in global temperatures
were agreed upon. By signing the Paris Agreement,
governments from all over the world committed
themselves to paving a more sustainable path for
the planet and the economy. If no action is taken and
the emission of greenhouse gasses is not reduced,
research finds that per 2100, the temperature will have
increased by 3°C to 5°C [2]. Climate change affects the
availability of resources, the supply and demand for
products and services and the performance of physical
assets. Worldwide economic costs from natural disas-

ters already exceeded the 30-year average of USD 140
billion per annum in seven out of the last ten years.
Extreme weather circumstances influence health and
damage infrastructure and private properties, thereby
reducing wealth and limiting productivity. According to
Frank Elderson, Executive Director at the DNB, this can
disrupt economic activity and trade, lead to resource
shortages and shift capital from more productive uses
to reconstruction and replacement [3].
Increasing concerns about climate change has led to
a shift in the perception of climate risk among com-
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panies and investors. Where in the past analysis of
climate-related issues was limited to sectors directly
linked to fossil fuels and carbon emissions, it is
currently being recognized that climate-related risk
exposures concern all sectors, including financials.
Banks are particularly vulnerable to climate-related
risks as they are tied to every market sector through
their lending practices.

Financial risks
According to the Bank of England, financial risks from climate change come down to two primary risk factors [4]:

18

• Physical risks. The first risk factor concerns physical
risks caused by climate and weather-related events
such as droughts and a sea level rise. Potential con
sequences are large financial losses due to damage
to property, land and infrastructure. This could lead
to impairment of asset values and borrowers’
creditworthiness. For example, as of January 2019,
Dutch financial institutions have EUR 97 billion
invested in companies active in areas with water
scarcity [5]. These institutions can face distress if
the water scarcity turns into water shortages.
Another consequence of extreme climate and
weather-related events is the increase in insurance
claims: in the US alone, the insurance industry paid
out USD 135 billion from natural catastrophes in
2017, almost three times higher than the annual
average of USD 49 billion.
• Transition risks. The second risk factor comprises
transition risks resulting from the process of moving
towards a low-carbon economy. Revaluation of
assets because of changes in policy, technology and
sentiment could destabilize markets, tighten financial conditions and lead to procyclicality of losses.
The impact of the transition is not limited to energy

companies: transportation, agriculture, real estate
and infrastructure companies are also affected
An example of transition risk is a decrease in
financial return from stocks of energy companies
if the energy transition undermines the value of
oil stocks. Another example is a decrease in the
value of real estate due to higher sustainability
requirements.
These two climate-related risk factors increase
credit risk, market risk and operational risk and have
distinctive elements from other risk factors that lead
to a number of unique challenges. Firstly, financial
risks from physical and transition risk factors may
be more far-reaching in breadth and magnitude than
other types of risks as they are relevant to virtually
all business lines, sectors and geographies, and little
diversification is present. Secondly, there is uncertainty in timing of when financial risks may be realized.
The possibility exists that the risk impact falls outside of current business planning horizons. Thirdly,
despite the uncertainty surrounding the exact impact
of climate change risks, combinations of physical and
transition risk factors do lead to financial risk. Finally,
the magnitude of the future impact is largely dependent on short-term actions.

Initiatives
Many parties in the financial sector acknowledge that
although the main responsibility for ensuring the
success of the Paris Agreement and limiting climate
change lies with governments, central banks and
supervisors also have responsibilities. Consequently,
climate change and the inherent financial risks are
increasingly receiving attention, which is evidenced by
the various recent initiatives related to this topic.

Banks and regulators
The Network of Central Banks and Supervisors for
Greening the Financial System (NGFS) is an international cooperation between central banks and regulators
[6]. NGFS aims to increase the financial sector’s efforts
to achieve the Paris climate goals, for example by
raising capital for green and low-carbon investments.
NGFS additionally maps out what is needed for climate
risk management. DNB and central banks and regulators of China, Germany, France, Mexico, Singapore,
UK and Sweden were involved from the start of NGFS
in 2017. The ECB, EBA, EIB and EIOPA are currently
also part of the network. In the first progress report of
October 2018, NGFS acknowledged that regulators and
central banks increased their efforts to understand
and estimate the extent of climate and environmental
risks. They also noted, however, that there is still a
long way to go.
In their first comprehensive report of April 2019, NGFS
drafted the following six recommendations for central
banks, supervisors, policymakers and financial institutions, which reflect best practices to support the Paris
Agreement [7]:
1. Integrating climate-related risks into financial
stability monitoring and micro-supervision;
2. Integrating sustainability factors into own-portfolio
management;
3. Bridging the data gaps by public authorities by
making relevant data to Climate Risk Assessment
(CRA) publicly available in a data repository;
4. Building awareness and intellectual capacity and
encouraging technical assistance and knowledge
sharing;
5. Achieving robust and internationally consistent
climate and environment-related disclosure;
6. Supporting the development of a taxonomy of eco
nomic activities.

• The first recommendation consists of two parts.
Firstly, it entails investigating climate-related
financial risks in the financial system. This can be
achieved by (i) mapping physical and transition risk
channels to key risk indicators, (ii) performing
scenario analysis of multiple plausible future
scenarios to quantify the risks across the financial
system and provide insight in the extent of disruption to current business models in multiple sectors1
and (iii) assessing how to include the consequences
of climate change in macroeconomic forecasting
and stability monitoring. Secondly, it underlines the
need to integrate climate-related risks into prudential supervision, including engaging with financial
firms and setting supervisory expectations to guide
financial firms.
• The fifth recommendation stresses the importance
of a robust and internationally consistent climate
and environmental disclosure framework. NGFS
supports the recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD, [8])2
and urges financial institutions and companies that
issue public debt or equity to align their disclosures
with these recommendations. To encourage this,
NGFS emphasizes the need for policymakers and
supervisors to take actions in order to achieve a
broader application of the TCFD recommendations
and the growth of an internationally consistent
environmental disclosure framework.
Future deliverables of NGFS consist of drafting a
handbook on climate and environmental risk management, voluntary guidelines on scenario-based climate
change risk analysis and best practices for including
sustainability criteria into central banks’ portfolio
management.

Asset managers
All these recommendations require the joint action of
central banks and supervisors. They aim to integrate
and implement earlier identified needs and best
practices to ensure a smooth transition towards a
greener financial system and a low-carbon economy.
Recommendations 1 and 5, which are two of the main
recommendations, require further substantiation.

To achieve the climate goals of the Paris Agreement,
€180 billion is required on an annual basis [5]. It is
not possible to acquire such a large amount from the
public sector alone and currently only a fraction of investor capital is being invested sustainably. Research
from Morningstar shows that 11.6% of investor capital
in the stock market and 5.6% in the bond market is

1 Obviously, the results are dependent on the assumptions underlying the scenarios: the transition speed, consumers’ preferences and
other economic factors such as interest rates [3]. Nevertheless, they enhance insights into the overall direction and scale of change due
to various scenarios
2 In 2017, the Task Force on Climate-related Financial Disclosures (TCFD) published 11 voluntary, climate-related financial disclosure
recommendations that are applicable to organizations across various sectors and jurisdictions.
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invested sustainably [9]. Figure 1 shows that even
though the percentage of capital invested in sustainable investment funds (stocks and bonds) is growing in
recent years, it is still worryingly low.

in the form of several case studies, illustrating how
considering the financial impacts can better inform risk
management decisions.

Authorities
The current levels of investment are not enough to
support an environmentally and socially sustainable
economic system. As a result, the European Commission (EC) has raised four initiatives through the
Technical Expert Group on sustainable finance (TEG)
that are designed to increase sustainable financing
[10]. The first initiative is the issuance of two kinds
of green (low-carbon) benchmarks. Offering funds or
trackers on these indices would lead to an increase in
cash flows towards sustainable companies. Secondly,
an EU taxonomy for climate change mitigation and climate change adaptation has been developed. Thirdly,
to enable investors to determine to what extent each
investment is aligned with the climate goals, a list of
economic activities that contribute to the execution
of the Paris Agreement has been drafted. Finally, new
disclosure requirements should enhance visibility of
how investment firms integrated sustainability into
their investment policy and create awareness of the
climate risks the investors are exposed to.
20

Insurance firms
Within the insurance sector, the Prudential Regulation
Authority (PRA) requires insurers to follow a strategic
approach to manage the financial risks from climate
change. To support this, in July 2018, the Bank of
England (BoE) formed a joint working group focusing
on providing practical assistance on the assessment of
financial risks resulting from climate changes. In May
2019, the working group issued a six-stage framework
that helps insurers in assessing, managing and reporting physical climate risk exposure due to extreme
weather events [11]. Practical guidance is provided

Another initiative is the Climate Financial Risk Forum
(CFRF), a joint initiative of the PRA and the Financial
Conduct Authority (FCA) [12]. The forum consists of
senior representatives of the UK financial sector from
banks, insurers and asset managers. CFRF aims to
build capacity and share best practices across financial regulators and the industry to enhance responses
to the financial climate change risks. The forum set up
four working groups focusing on risk management,
scenario analysis, disclosure and innovation. The purpose of these working groups, which consist of CFRF
members as well as other experts such as academia, is
to provide practical guidance on each of the four focus
areas.

Current status and outlook
On 5 June 2019, the TCFD published a Status Report
assessing a disclosure review on the extent to which
1,100 companies included information aligned with
these TCFD recommendations in their 2018 reports.
The report also assessed a survey on companies’
efforts to live up to TCFD recommendations and
users’ opinion on the usefulness of climate-related
disclosures for decision-making [13]. Based on the
disclosure review and the survey, TCFD concluded
that, while some of the results were encouraging, not
enough companies are disclosing climate changelinked financial information that is useful for decisionmaking. More specifically, it was found that:
• “Disclosure of climate-related financial information
has increased, but is still insufficient for investors;
• More clarity is needed on the potential financial
impact of climate-related issues on companies;

Figure 1:
Percentage of
invested capital in
Europe in traditional
and sustainable
investment funds
(shares and bonds).
Source: Morningstar
[9].

• Of companies using scenarios, the majority do
not disclose information on the resilience of
their strategies;
• Mainstreaming climate-related issues requires the
involvement of multiple functions.”
Further, the BoE finds that despite the progress, there
is still a long way to go: while many banks are incorporating the most immediate physical risks to their
business models and assess exposures to transition
risks, many of them are not there yet in their identification and measurement of the financial risks. They
stress that governments, financial firms, central banks
and supervisors should work together internationally
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and domestically, private sector and public sector, to
achieve a smooth transition to a low-carbon economy.
Mark Carney, Governor of the BoE, is optimistic and
argues that, conditional on the amount of effort, it
should possible to manage the financial climate risks
in an orderly, effective and productive manner [4].
With respect to the future, Frank Elderson made the
following claim: “Now that European banking supervision has entered a more mature phase, we need to
retain a forward-looking strategy and develop a longterm vision. Focusing on greening the financial system
must be a part of this.” [3].
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or
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Working towards a central
financial messaging hub
for Swiss Re
Switzerland’s Swiss Re is the world’s second largest provider of reinsurance and
insurance-related risk products. Traditionally the company insures events that can
lead to huge losses, such as natural disasters. Two years ago, this reinsurer decided
to further strenghten its payment processes.
Swiss Re has engaged the support of Zanders, in several areas, since 2012. At first, this was mainly related
to Group Treasury’s balance sheet management & risk
reporting processes. Amongst others, a new liquidity
risk measurement and reporting system was put in
place using a combination of an in-house built data
warehouse, a vendor risk management system and
modern BI technology.

Connectivity ‘on par’
At the time, account manager Jeroen van der Heide
was already Group Treasury’s main point of contact.
“And since 2017, we’ve also been helping Swiss Re
to improve their operational treasury processes,” he
says. In early 2017 the reinsurer organized several
workshops on bank connectivity. “We participated in
those workshops and provided our point of view

“It’s crucial to designate
a single source of
truth for different types
of master data”

assessment on their as-is. Swiss Re’s connectivity
demonstrated to be ‘on par’ with the market standard.
However, our other feedback during those workshops
strengthened their resolve to work towards a new
central financial messaging hub in the medium term.
We were chosen to support them in the realization of
that ambition.”

Single source of truth
It is a considerable undertaking, given that the company has at least a dozen different systems from which
payments are initiated and where bank statements
are consumed. Like many big financial multinationals,
Swiss Re has grown substantially over the years, partially through acquisitions. One of Zanders’ first tasks
was to analyze the presence of bank account information in the various systems – and the consistencies
and inconsistencies between them. This analysis then
later served as a basis for a blueprint of the ‘to be’
data model. “It’s crucial to designate a single source of
truth for different types of master data. Simply because that avoids getting stuck in master data reconciliation, it really is the starting point for any move towards
operational excellence.”, explains Nicolas Andres, who
is head of Group Finance Transformation at Swiss Re.

SWIFT network
In the fall of 2017, the focus shifted to connectivity
with the SWIFT network. Zanders made sure that
compliance with the Customer Security Programme
(CSP) was achieved without problems and, with an eye
on improving business continuity, an initial analysis
was carried out on the SWIFT Alliance Lifeline program.
Then it was time to support the switchover to a new
SWIFT Service Bureau (SSB). Zanders provided both
the project management and subject matter expertise
to support the requirements analysis, drafted the RfP
document and guided the selection process towards
choosing a new SSB. Throughout this process special
consideration was given to complementary services,
which a new hub could benefit from. Andres explains:
“As the single exit point towards the wider financial

system, the hub is naturally well-suited for complementary controls, for example to detect payment fraud.”

Feasibility study
Regarding the latter, Zanders was asked to assess the
benefit of leveraging modern machine learning techniques on the traffic to and from the SSB gateway. “Nowadays, advances in machine learning and artificial
intelligence receive attention nearly on a daily basis,”
says Jeroen. “Vendors have been quick to take advantage of this development, and they promise a lot.”
Andres continuous: “We were curious to what extent
these techniques would actually bring us forward. We
know Zanders prefers to seggregate hype from benefit.
Plus they’re well acquainted with our infrastructure
and have relevant experience from their risk advisory
practice, so they were the natural partner to ask this
question. Their advice on what to do next, and maybe
especially what not, was totally appropriate.”

Electronic banking tools
Meanwhile, as the SSB selection project slowly drew
to a conclusion, an analysis was made of the various
electronic banking tools that had worked their way
into the organization over the years. “The analysis
was an important step in the preparation process for
the financial messaging hub. It turned out there were
quite a bit more tools in use than expected.” concedes
Andres. “The vast majority is actually only used to collect statements from individual banking partners. That
confirmed our viewpoint that proper bank statement
distribution would be an important feature of the new
to-be solution.”

Webservice-centric approach
At the start of 2019 the implementation of the new
financial messaging hub finally kicked off. “An important benefit of the to-be solution is that we move
from a batch-centric approach to a webservice-centric
approach. This means that upstream systems can
basically deliver their messages whenever they want”,
says Andres. step of the project includes implementing
the switchover to the new SSB, finding an adequate
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“With this the to-be
solution we move from a
batch-centric approach
to a webservicecentric approach”

Jeroen van der Heide and Nicolas Andres
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compliance-filtering solution, rationalize the Bank
Identifier Codes (BICs), implement the SWIFT Alliance
Lifeline and putting the first REST APIs in place. Two
years down the line, Zanders is still involved, by coordinating progress surrounding the six workflows and
ensure that all stakeholders are adequately involved.

Trust
When asked what makes the collaboration work,
Andres says: “I believe in resourceful and intelligent
junior consultants, supported by pragmatic experts
where needed. Zanders offers both.” Jeroen feels the

If you’d like to know more
about the treasury challenges
faced by insurers, email
Jeroen van der Heide at
j.van.der.heide@zanders.eu
or call
+31 35 692 89 89.

relationship is largely built on trust – and that is something that works both ways. “Nicolas trusts me on
the quality we provide. That is something I am proud
of and we are pulling out all the stops to ensure we
continue to justify that.” Andres summarizes: “It is the
engagement and skill shown to get the job done after
the initial Powerpoints that convinces.”

Column

The relevance of the
yield curve
By Zaid Siddiqi
Creating a future stress scenario for the yield curve
is not easily done. Above all, it is something that has
to be done carefully, because it can have negative repercussions for a financial institution. The yield curve
provides an indication of the interest rate at which
governments can borrow money for different maturity
periods. In the financial sector the yield curve plays a
pivotal role, because of the amount of information it
represents. Decisions made on the basis of this information not only affect people working in the financial
sector, but in society as a whole. Examples demonstrating the importance and relevance of the yield curve
are legion.
In the US, the yield curve is currently inverted. Generally speaking, the interest rate at which governments
can borrow increases as the loan’s maturity period
lengthens. This is because the risk of bankruptcy or
rising inflation increases over time. However, at the
moment the interest rate at which the US government
can take out a loan for three-months is higher than it
is for a ten-year loan. This type of yield curve inversion
typically precedes an economic crisis in the US. In fact,
every US recession since 1960 has been preceded by
a yield curve inversion. Only once has an inversion not
been followed by an economic crisis.
In Germany, the interest rate currently paid by the
government for a 30-year loan is negative. Some
investors are hopeful that this, coupled with poor
economic growth rates, will convince the government
that it needs to pursue a policy of fiscal stimulation. In
the past, the German government has resisted doing
so, but the current negative interest rate seems to
have made it a real option. The interest rate on 30-year
government bonds is also negative in the Netherlands.

This low interest rate has stimulated the Dutch government to explore the possibility of setting up an investment fund with borrowed money. This fund could then
be used to finance private and public investments that
would be advantageous for the Netherlands’ earnings
model in 20 to 30 years’ time.
The importance and relevance of the yield curve is also
evident in its application in discounting future cash
flows. In a recent airing of a Dutch TV program called
Buitenhof, former Dutch Minister of Finance Jeroen
Dijsselbloem indicated that pension funds “should not
get ahead of themselves”. The difference between the
arithmetic yield curve that pension funds apply in the
valuation of their future obligations, and the actual
yield curve in the market, is simply too big. For this
reason, pension funds should just lower the interest
rate. However, this would affect everyone who has accrued a pension through his or her employer.
The pivotal role that the yield curve plays in the
financial sector means that it must be approached very
carefully when carrying out a stress test. In the real
world this means that all available information must
be assessed and, if necessary, used to generate a
stress scenario for the yield curve. My preference here
would be to opt for a method that generates an econometric model using clearly interpretable parameters
founded on historical data. Based on expert judgment,
these clearly interpretable parameters can then be
stressed and used as input in a Monte Carlo simulation
model to generate scenarios. Combining econometrics
and expert judgment will ensure that the yield curve is
treated with the respect that it deserves.
z.siddiqi@zanders.eu
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Accell Group moves up a
gear with Treasury
26

After taking a long hard look at its treasury function, Accell Group took the
plunge by investing in a treasury management system (TMS) and improving
bank connectivity with a payment hub solution. So how exactly did the
European market leader in bicycles achieve these goals?
Accell Group is the European market leader in the
mid- and upper-segments for high-quality bicycles and
associated parts and accessories (XLC). Employing over
3,000 people across 18 countries, Accell Group manages
a strong portfolio of national and international (sports)
brands, each with its own distinctive positioning. In 2018
the company sold 1.1 million bicycles, realizing a turnover
of €1.1 billion and a net profit of €20.3 million. The bicycle
brands in the Accell Group stable include Haibike,
Winora, Ghost, Lapierre, Babboe, Batavus, Sparta, Koga,
Diamondback and Raleigh. They are manufactured in
several locations in the Netherlands, Hungary, Turkey
and China.
Bicycles, and particularly e-bikes, are increasingly being
seen as a key contributor in addressing issues such as
urban congestion, hazardous city traffic, rising CO2 emissions and our desire to live healthier lifestyles. For this
reason, the bicycle market represents excellent potential
for further worldwide growth.
“Given that we focus on new, clean and safe mobility solutions, we are certainly in the right business in terms of

market potential,” agrees Jonas Fehlhaber, Treasurer at
Accell Group, “Furthermore, there is a growing trend for
large cities to adapt their infrastructures to offer cyclists
more space and make them safer.”

Omnichannel approach
Initially, Accell Group was a small holding company with
decentralized management. Fehlhaber joined the Group
in 2013 as its first treasurer, but his responsibilities soon
expanded to encompass cash management, currency
risk management and credit insurance. At the same time,
the structure of the company changed. Based on a new
strategy defined in 2016, the most important change was
that the company wanted to shift from a manufacturingdriven approach to a consumer-centric one. In other
words, everything must revolve around the consumer.
“In the past our sales channel was mainly defined by the
dealers but now, thanks to experience centers and the
use of e-commerce, this is changing into an omnichannel
approach,” says Fehlhaber. “The dealers still play the
most important role, but with more and more functions
being provided centrally, the size of the holding has
grown substantially. For the past two-and-a-half years

“The once-humble
bicycle has evolved
into a true
lifestyle product”

we have had a strong supply chain organization, and our
finance team, just like the Treasury, has expanded.”

Treasury roadmap
After centralizing several components and rationalizing
the bank portfolio, Accell asked Zanders to carry out a
quick scan of the Treasury department. In the context
of this scan, the treasury function was examined and
several potential risks and possible improvement areas
were identified.
“To further professionalize the Treasury, we worked with
Zanders to start a project in 2017 to establish a treasury
roadmap,” adds Fehlhaber. “In this project our strategic
goals, along with what we wanted to achieve with them,
were laid out. All in all it was an intensive undertaking in
which all the respective processes were documented.”
The outcome was reconciled into three pillars: organization, systems and treasury policy. To limit the organizational vulnerability of what would otherwise have been a
single-person department, Accell used Zanders’ Treasury
Continuity Service (TCS) and appointed an additional
treasury employee. An element of the Treasury Continuity
Service is a TMS, Integrity, with which processes can be
automated and standardized, while risks are simultaneously minimized.

“Corporates have masses of bank
cards, for everyone involved in the
authorisation of payments”
“The Treasury Continuity Service allowed us to implement the system quickly, without the need to go through
an RfP [Request for Proposal] process,” says Fehlhaber.

Tjitze Auke Rijpkema

“Zanders had already made advance agreements with
the supplier, FIS, giving us a partially pre-configured
system that could be quickly implemented. Moreover,
the support days that we are allocated can be used for
advice, for example, or if there is temporary understaffing. We acted on the advice to start up our new payment
hub, from the RfP to the actual selection and, if necessary, the implementation too.”
The final improvement was to set up a comprehensive
treasury policy, which has injected more structure and
transparency into the daily treasury activities.

More Complete and more interactive
The new TMS and the extra support have meant that
Accell’s treasury department is now less vulnerable.
“While Excel allows you to work flexibly, sharing information is more difficult because it is much more personal,”
continues Fehlhaber. “The owner of the Excel file will
be aware of all the details, but issues can quickly arise
during transfer. A complicating factor is that there is no
audit trail in Excel, making it generally more risky to work
with. A TMS, on the other hand, is more complete and
interactive, and the transfer is much easier. It has more
functionalities and provides daily bank updates, so you
always have a good overview of your latest cash positions. What’s more, it records all transactions, such as FX
instruments and bank- and inter-company loans, with
settlements being done from within Integrity. Above all,
though, the TMS offers the option of creating bespoke
reports, which in itself saves a lot of time.”
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“Corporates have masses
of bank cards, for everyone
involved in the authorisation of payments”

Jonas Fehlhaber demonstrates a Lapierre racing bike.

Payments via TIS
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A key requirement of Accell was for the payment landscape to be organized more efficiently and controlled
more centrally. “What we tend to see is that corporates
have masses of bank cards, for everyone involved in the
authorization of payments,” says Zanders director Lisette
Overmars. “Not only is this very inefficient, it also makes
it difficult to effectively manage these processes centrally. This is why Accell decided to implement a payment
hub solution [TIS; Treasury Intelligence Solutions]. The
payment hub serves as an interface, to replace the banking applications. A further advantage is that TIS offers the
option of single sign-on, greatly improving the on-and
off-boarding process for users.”

Rolling out a TIS project takes between 18 and 24
months. It is a separate system to FIS Integrity, but they
are connected in terms of infrastructure. “Bank statements arrive through the payment hub and then interface
software distributes them to the systems that need the
information, such as the ERP system and Integrity,” explains Fehlhaber. “Furthermore, all systems are fed current market data from our terminal, while payment files,
for example, are sent from Integrity via TIS to the bank.”

The road to the future
The increasing need to reduce exhaust emissions in
major urban areas is fuelling further growth potential for
the bicycle market. “The market is still growing,” agrees
Fehlhaber, “especially when it comes to e-bikes. We are
focusing on the mid- and upper-market segments and
doing particularly well with the so-called e-performance
bikes, the power-assisted mountain bikes catered for by
brands such as Haibike, Ghost and Lapierre.”
In 2018, Accell acquired Velosophy, a fast-growing innovative player in e-cargo biking solutions that serves both
consumer and business markets. The Velosophy stable
includes Babboe, the market leader in Europe for family
cargo bikes, CarQon, the new premium cargo bike brand,
and Centaur Cargo. The latter of these three is a specialist
in B2B cargo bikes for the so-called ‘last-mile deliveries’.
These are typically to locations that are either impossible or very difficult to reach by car, such as city centers,
for example. The acquisition of Velosophy has enabled
Accell Group to accelerate its innovation strategy, which
is focused, among other things, on the development of
urban mobility solutions.

Bicycles are becoming increasingly bespoke products,
reveals Fehlhaber. Mobility as a service (offering a service
concept rather than just a bicycle), lease options or
special, self-selected elements are all maintaining the
current momentum in the bicycle market.
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“The once-humble bicycle has evolved into a true lifestyle
product,” insists Tjitze Auke Rijpkema, who joined the
treasury team in 2018. “Smart internet technology and
handy connectivity apps are further enriching the cycling
experience and making bicycles better and safer in all
kinds of ways. Just like treasury, the bicycle is constantly
moving with the times.”

If you’d like to know more
about Zanders’ Treasury
Continuity Service,
call Lisette Overmars
(l.overmars@zanders.eu)
on +31 35 692 89 89.
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Stay focused on objectives
Technological developments are changing the world around us at an ever-increasing
pace. This speed of change has become the new reality – and it won’t be slowing down
any time soon. What opportunities does this present to insurers and banks?

Accelerating technological developments are making it
proportionately easier to personalize digital services,
paving the way for new companies to enter the financial markets and add value. Another way of looking at
this is to imagine that the intermediary model, which
has been the go-to model in the insurance industry
for decades, has been given a new and much bigger
envelope in which to operate.

Specialization
An indirect consequence of these fast-moving technological developments is that the customer’s overall
expectation of the quality of service continuously
increases. It only takes a few to lead and the rest are
left with virtually no choice but to follow in this world

of free communication. It would seem, therefore,
that banks and insurance companies will eventually,
inevitably, have to outsource most of their non-core
activities to specialist parties1. This is already happening, on a large scale.
The better news for insurers and banks is that the demand for risk transformation is not about to drop any
time soon. On the contrary, as long as prosperity in the
Third World continues to rise, it is more likely increase.
What might change, however, is that the balance of
power could shift from the risk bearer to that bigger intermediary model envelope. As better digital personalization usually provides a better customer experience,
this shift is most likely in segments that intrinsically

1 Fortunately, the first sweeping steps are already being taken. Most of our clients clearly understand that specialist IT service providers
can often provide better IT infrastructure services than their own IT department. But this does not necessarily render their own IT services superfluous: they will remain indispensible for management and employee contact.

provide a lot of relatively homogeneous information,
such as the retail market. But this too can hardly be
considered a new development.
For core activities there will be no choice: being
the best in class will be the only option. The logical next
step is for everyone to fully commit to the
“new technology”.

Financial risk management
In our domain -financial risk and balance-sheet management- the use of these “new” (and complex) algorithms is still limited. This is only logical: “our models”
are typically used for highly regulated activities, often
directly or indirectly resulting in hedging decisions. It
is unwise to apply algorithms if we do not fully understand how changes in source data will translate into a
different prediction. Fortunately, supervisory boards
agree.
But even our domain offers enough wriggle room to experiment with algorithms. Our clients do it all the time,
and so do we. Yet you hear and read so little about it,
you could conclude that most of these experiments
simply fail. It is crucial to obtain a thorough knowledge
of the advantages and disadvantages of “the means”,
but it is equally as important not to lose sight of “the
end”, which is to work more efficiently, be able to
serve a wider audience, and retain profitability in the
process.

Old- fashioned statistics
Expectations of “intelligent” or even “self-learning
algorithms” are often high. However, even the most
old-fashioned among us will concede that there is a lot
of work involved in constructing a good intelligent algorithm. In essence, the modeling process is no different
from the statistics that we have used for decades. We
are still not at the stage where we can “quickly” put a
useful machine-learning algorithm in place2.
This is unlikely to change any time soon. An algorithm
that can be used generically, in other words one that
is devoid of significant adaptations, will never function
optimally for long compared to the alternatives. That is
due to the very fact that it is generic. It will only work
for as long as nothing else is available, after which it

will be superseded by specialist applications, just as
the markets tend to develop.
Additionally, new algorithms3 like these are often
applied to good old-fashioned “positional data”. Socalled “bounded” datasets are often gathered from
many source systems, which naturally provides little
mutual consistency to speak of. Without either a huge
amount of data or really high-quality data, this type of
new algorithm will not, by definition, be able to find the
more complex relationships for which the algorithm
adds value. What this means is that old-fashioned
statistics, such as generalized linear models (GLM) or
logistic regression, are likely to do the job just as well
as the cool new algorithm your colleagues have worked
on for months.

Knowledge and experience
Even if the data signals spring to green, as it were, success in our domain is not guaranteed. The legions of
data scientists who are currently taking over the world
are perfectly capable of visualizing how and when a
customer books a flight on his smartphone (they do it
themselves all the time), but they have a much more
limited understanding of balance sheet management
and financial markets. They are therefore unable
to identify inconsistencies in source data or predictions. Some visionaries insist that the endless flow of
available data will render domain expertise redundant
in the long-term. Maybe they are right. But until then,
such expertise remains absolutely crucial in all these
undertakings.
The availability of an expert is also not enough. Because ‘generic’ data scientists cannot do the job alone,
experts must be able to estimate what, why and where
an algorithm and process does and does not work, to
effectively guide them. They can make all the difference
between doing the right things and doing things right.
In other words: in addition to having knowledge about
a domain, experts must also bring the necessary practical experience, in the areas of modern algorithms and
the associated data and infrastructure, to the party.
McKinsey heralded this need a few years ago by highlighting the respective roles of the data strategist and
analytics translator. Without adequately fulfilling these
roles, the average chance of success will plummet.

2 Nonetheless, with a limited amount of effort, self-learning algorithms can be useful in quickly setting up challenger models. These are
not designed to get the most out of every bit of data, but to support that the main model (which we do understand) is sound.
3 For the sake of completeness: methodologically these algorithms are not new. What is new about them is that we now have the computational capacity and data to calculate estimators.
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Of course, as every self-respecting financial service
provider will tell you, knowledge and experience like
this can be insourced – and they have a point too.
However, our experience has taught us that it can also
be developed internally. But it takes more than just
sending a few designated employees on a course for
a week. In the same way that you rely hopefully on
the relevant science in your field, you will also be well
advised to listen to the didactics. If you allow a few
capable and intrinsically motivated employees to work
for two or three days a week for about a year on important relevant but mainly non-urgent issues and/or
innovation, you will see that ample creative space and
development will be created to help your organization
move forward in the long term.

Want to hear more about the
opportunities and challenges
of new technologies?
Please contact
Jeroen van der Heide
(j.van.der.heide@zanders.eu)
on +31 35 692 89 89.

Conclusion
Technological developments offer a multitude of
great new insights and possibilities. While this brings
substantial change to financial markets, it must be
stressed that the usefulness of new technology is
nuanced. Technology, in whatever form it takes, will
always be a means to an end. If you cannot determine
beforehand which problem a “new” (as opposed to an
“old”) technology will solve, it usually means that it will
not solve a problem at all. An expert’s time can only
be spent once, so make sure you use the right expert
in the right way and you will have an above-average
chance of staying afloat.

Column

Are more complex models
always better?
Door Zaid Siddiqi
A part of the curriculum of the Econometrics & Mathematical Economics master’s degree given in the VU
University Amsterdam is the course Time Series Econometrics. In this course, students are taught how to
analyze time series with the aid of ‘state-space models’,
on the assumption that observations over time (such
as the content of the Nile, for example) are driven by
non-observed factors. Among other things, state-space
modeling makes it possible to derive statistical information from these factors. From analyses that I carried
out while following this course, I am convinced that,
in any given time series, there will be a great deal of
relevant information that cannot be directly observed.
The challenge is to extract this information from the
data as effectively as possible. But what is the best way
to do that?

are then used to predict the output layer for a given
input layer. But which of these two methods is the
preferred method for time series analysis?

In econometrics time series analysis, we assume that
the values we observe over time are a sample of a
stochastic process that has existed, and will continue
to exist, for an infinite period of time. Every realization from this sample is derived from a particular
distribution, and by assuming that the parameters of
these distributions have a lot in common, we are able
to model the time series. A distribution is made prior
to the realizations and the parameters are approximated using estimation methods such as ‘Maximum
Likelihood’ and ‘Bayesian Estimation’. With the aid of
these parameters we can look ahead in the stochastic
process; in other words we can make a prediction for
the time series. It is also possible to carry out a time
series analysis using machine learning (ML) or artificial neural networks. Based on the neural networks
that we are familiar with from biology, the assumption is that the data can be modeled in an input,
output and one or more hidden layers. Algorithms
are then trained to work with a subset of the data
to establish the relationships (weighting) between
these layers as well as possible. These relationships

Based on this article, I conclude that despite the current popularity of ML methods, they are not necessarily better than statistical methods at carrying out
time series analysis. Therefore, before deciding to
implement an ML model, we would be well advised to
first compare it with a statistical model, to establish
whether the results of the ML model really are better.
A model that is more popular is not always better
(because it does not deliver a better in- and out-ofsample fit) than a less popular model. The same is
true when it comes to complexity; a model that is
more complex is not necessarily better than a simpler
model. Even if a more complex model does perform
better, it must be ascertained whether the gain in
performance sufficiently compensates for the lack
of simplicity. Above all, let’s not underestimate the
value of implementing a model that can be understood by many people in the organization and whose
results can be clearly interpreted.

In the article ‘The Accuracy of Machine Learning
Forecasting Methods versus Statistical Ones:
Extending the Results of the M3 Competition’, Spyros
Makridakis et al carry out the time series analysis by
making a comparison between econometric and ML
methods. They make the comparison by predicting
1,045 monthly time series for 18 horizons, using both
ML and statistical methods. Based on ‘Mean Absolute
Percentage Error’ and ‘Mean Absolute Relative Error’
benchmarks, they concluded that statistical methods
are better predictors than the ML methods for all
horizons.

z.siddiqi@zanders.eu
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Treasury optimization
in Asia
Part I: The Age of Asian Treasury

As the Asian century is set to begin and the region continues to build on
its reputation as a growth powerhouse, an increasing number of global
multinationals have significant business in the region. At the same time,
Asian corporations are expanding outside their home countries, both within
the region and beyond, and are looking to achieve greater operational and
financial efficiency.

According to Parag Khanna , between 2015 and 2030
a mere US$1 trillion of an estimated US$30 trillion in
global middle-class consumption growth is expected
to be generated by today’s western economies, with
most of the rest coming from Asia. Global reorientation
in wealth generation and consumption will inevitably
determine the future of decisions made in corporate
investing.

Without a high level of treasury sophistication, expertise and integration, companies may fall short when
trying to structure a more efficient supply chain, improve their working capital and monetize their financial
assets. Understanding their level of maturity will be
paramount for Asian treasuries in tackling the challenges they are confronted with.

How mature are you?
As Asian influence continues to grow, treasuries in the
region are also taking on a more strategic role within
their organizations. At the same time, the legacy of the
global financial crisis has left organizations mired in
complex rules and regulations that can differ between
countries, while there is also increased volatility in the
financial and commodity markets. As a result, Asian
treasurers have been looking to advance their skills
and knowledge to manage the dynamic environments
they operate in.
Looking beyond liquidity and risk management, senior
management is also increasingly advocating treasury’s
importance in supporting innovative business models.
Due to technological advancements and the growth of
exponential technologies, corporate treasury departments in Asia have the tools available to rapidly develop their knowledge and skills and reach the required
level of business integration to manage the complexities they are faced with.

The maturity level of your treasury’s organization
will determine the extent to which centralization will
help your treasury operations add more value to the
company.

Treasury
Development

Business
Complexity

Business
Impact

Figure 1:

Asian corporate treasury’s priorities will differ across
organizations based on the level of experience and
knowledge available within each organization’s treasury department. However, technological advancements
will allow the ‘new’ treasurers to advance through the
stages of maturity more easily. Software-as-a-Service
(SaaS) is one such solution. This enables a corporate
treasury to implement a TMS without having to heavily
rely on the IT department.

Zanders Treasury & Risk Maturity Model
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When determining this level of maturity, the Zanders
Treasury & Risk Maturity Model is invaluable. The
model is based on the premise that corporate treasury
should be plotted against business integration,
treasury development and business complexity.
However, businesses are hardly ever the same in
nature and often operate in an environment with different levels of business complexity. The level of this
complexity drives the treasury’s objectives, approach,
strategy, organization, added value and potential
impact on the business.

9 Key Indicators for Business Complexity
• Size (number of people)
• Revenue ($2-10bn, $10-25bn, + $25bn)
• Profitability (high vs small margins)
• Ownership (public, private, PE, government)
• Capital structure (leverage)
• Geographical footprint (# of countries)
• Type of industry (capital intensive, services)
• Business model (B2B or B2C)
• Business maturity (blue ship, start-up, spin-off)
Figure 2: Key indicators of business complexity
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Several key indicators have been identified as regards
the business complexity of corporate treasury and
the manner in which treasury is impacted by this level
of business complexity. The indicators of business
complexity listed in the figure above influence how
a treasury will operate and how ‘strong’ the treasury
department needs to be as regards expertise, effectiveness and efficiency. The more complex the business,
the more developed (or mature) the treasury typically
needs to be. For example, a Japanese company could
generate the same revenue as a European company.
However, if the European company’s revenues are primarily generated within the EU and the Japanese company operates globally, the two companies will have
different foreign exchange (FX) expertise requirements,
with the latter requiring a more stringent approach to
managing the many different currencies.

Integration
In our 2015 and 2016 white papers, ‘Unlocking Treasury
Value – From Treasury Insight to Business Impact’
(written in collaboration with the AFP) and ‘Treasury
Transcending’, we contend that the more integrated a

treasury is with the business, the more positive business impact it can deliver. The degree of integration in
corporate treasury ultimately determines the roles that
treasury is able to take on, whether transactional, efficiency and cost focused, or value added and strategic.
With greater integration comes increased responsibility, thus requiring the treasury department to develop
additional skills and expertise to support the business.
In order to assess the level of maturity fully, three core
treasury activities (treasury operations, financial risk
management and corporate finance) and three core
treasury enablers (treasury strategy organization, treasury systems and processes and treasury governance)
must be considered.

Treasury transcending stage
Ultimately, the level of an organization’s treasury
maturity is plotted against its level of integration and
its level of development. In our model, we define five
stages of treasury maturity and one transcending stage
that can be achieved by a corporate treasury (as shown
in the figure below). As we have seen, corporations
with optimized corporate treasuries that are starting
to consolidate their regional operations into a single
centralized location and closing their regional treasury
centers, may seek to transcend the highest levels of
treasury maturity.
But how easy is this when the environment in which the
operations are executed does not support standardization through complex rules and regulations that differ
per country as is the case in Asia? With the technological changes and the evolution of the centralization
paradigm, may become possible to support regional
and local empowerment by consolidating. Through
incorporating location with virtualization supporting
centralized control and local empowerment, one may
be able to transcend treasury.
The outcome of this analysis allows an organization
to determine the level of optimization required for its
corporate treasury. In the case of corporate treasuries
plotted in the foundation stage, local optimization is
still required. Corporate treasuries identified as being
in either the developing or the established stage
should focus on regional optimization, while enhancing
and optimized corporate treasuries, and treasuries
currently investigating the treasury transcending stage
should acquire information on global optimization of
their operations.

There are three possible treasury center models an
organization can consider to attain the specified levels
of optimization:

1. Global Treasury Center (GTC):
Treasury undertakes all functions and has a highly
centralized management. It serves as the only
treasury for all global markets by combining all local
and regional treasuries.

2. Regional Treasury Center (RTC):

way to optimize your Asian treasury as Asia is hardly
comparable to the unity and standardization of rules
and regulations of the European Union or the United
States.
As mentioned before, each case is unique and requires a structured approach that takes into account any
specific requirements and goals supported by best
practices.

Serves mainly regional operations and has a central
management with dedicated staff.

3. Local Treasury Center (LTC):
Serves mainly local operations and is decentralized
with dedicated staff.

Next steps
Adapting to the new environment that incorporates exponential technologies will require collaboration within
the treasury ecosystem — between corporates, their
banks, and technology and service providers. Openmindedness, experimentation, shared experiences and
lessons will be critical to the future of treasury, and to
allowing highly mature corporate treasuries to optimize
their treasuries further and transcend all levels
of maturity.
The purpose of this article is to offer you an insight
into the structural approach to adopt for the purpose
of assessing your current treasury’s ‘age’ and the
potential shift in the required target operating model.
It will enable you to determine the extent to which the
different maturity stages have been attained within
your organization and what can still be attained. Our
Treasury and Risk Maturity model serves as a starting
point and is a valuable tool when determining the best

New Zanders office in Japan
As of 1 October 2019, Zanders is present in
Asia too. In Tokyo, Japan, we have opened
an office to cater to our clients located in the
East-Asia region. As we experience increased
business in this region, we believe this is the
right moment to initiate a strong global Zanders network to further support our corporate
clients both locally and globally.
With seven offices worldwide located in the
Netherlands, the UK, Belgium, Switzerland,
Sweden, the US and Japan, we now offer our
clients local access to our global network of
treasury and risk management professionals.
We very much look forward to growing and
building sustainable and long-lasting relationships within the Asian region.
Please feel free to reach out to Michiel Putman
Cramer or Mitchell Ponder (see contact box
below), who will be heading the office in Tokyo.

If you have any questions
regarding our operations in Asia,
please contact
Michiel Putman Cramer
(m.putman-cramer@zanders
advisory.com)
or
Mitchell Ponder
(m.ponder@zandersadvisory.com)
on +81 3 6892 3232
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How to build a strong foundation in the
insurance data landscape?
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A functional approach to endure
future regulatory storms
The insurance industry agrees that data requirements are a key challenge in the
implementation of IFRS 17. Although the main purpose of IFRS 17 is to
harmonize the insurance industry by setting principle-based standards, the new
accounting standards also enforce a new level of data management.
At Zanders we believe that this is the right opportunity to build a strong data
foundation. Not only for the implementation of IFRS 17, but to prepare for any
future regulatory or market changes.

The IFRS 17 accounting standards give guidance on
recognition, measurement, presentation and disclosure
requirements. The envisaged outcome is desirable, but
insurers might not welcome another regulatory storm so
soon after the previous compliance efforts for Solvency II
(SII). Nevertheless, at Zanders we believe that this is an
opportunity to build a strong data foundation to prepare

for any future regulatory or market changes.
The timing is never right for large data integration projects. However, we think that a turning point has been
reached where benefits clearly outweigh the costs.
The key to materializing these benefits is to build a
resilient and robust foundation through functional data
management (FDM).

e

In this paper, we outline the urgency and benefits of
integrating finance, risk and actuarial (FRA) functions to
tackle current and future regulatory requirements. In addition, we advocate investing in FDM, a key element that
should be at the forefront of large integration projects.

The challenge of IFRS 17

direct impact on the Profit and Loss (P&L) or Other
Comprehensive Income (OCI) statement of the insurer.
Hence, next to harmonizing the insurance market and
increasing transparency, reporting under IFRS 17 can
be the driver for a full FRA integration which can give
valuable insights for internal management.

The insurance sector agrees that data requirements for
the recognition and valuation of insurance liabilities are
one of the main challenges of IFRS 17. Furthermore,
IFRS 17 highlights the intertwining of the FRA worlds.

Benefits to management and business are:
• better insights and optimized pricing
strategy for business generation (value of
new business or embedded value);
• advanced analytical capabilities – e.g.
Both challenges indicate the need for functional knowledge
automated movement analysis and impact
in data management, a comprehension of the interacanalysis of changing underlying assumptions;
tions between data, systems and functional domains.
• automated reporting according to different
The difficulties do not lie in the methodology for each
accounting standards or regulations (Multi-GAAP,
of the building blocks or the contractual service margin
IFRS standards and SII) and better audit trail;
(CSM). The complicated part is the measurement of all
• balance sheet and P&L projections – what-if
building blocks and CSM through time, in combination
Hence, next to harmonizing the insurance market and increasing transparency, reporting under IFRS
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In addition to the increased data requirements in time,
As mentioned before, the key to execute
the granularity
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integration projects is to build a resilient
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Key principles of Functional Data management

Key principles of Functional Data management
Key challenges

Key Success Factors

Benefits

Ever-changing
regulatory requirements

Single source of truth

Robust data landscape
for future regulatory
requirements

Data landscape full of
legacy systems and
manual processes

Data governance,
data quality controls,
data lineage

Lower operational risk

A multidisciplinary set
of end-users

Functional knowledge

Less reconciliation
between reports

1. an accounting layer – for sub-ledger
and general ledger accounting; and
Two sides of the coin

Fortunately, the 2.
increased
data requirements can
also
an aggregation/reporting
layer
– for
be turned around and
taken advantage
advanced
analytics of.
and automated
reporting.
The worlds of FRA are
intertwined and integration of
these worldsThe
is the
way
to go. Due
IFRS 17,
top reporting
layertoserves
as changes
a business
in discount curves
or
underlying
assumptions
have
information layer where automated
reports

End-user involvement

Above the essence of our green paper on how to successfully

are generated and advanced analyses are
manage finance & risk integration projects. Interested?
Download the full green paper here.
executed. This design results in a FRA
reporting and analytics data chain that is
scalable and flexible enough for future developments in regulations and changes in the firm's business
strategy.

A major success factor for this design is to have functional knowledge in the organization. Zanders has
the knowledge and experience in overseeing the interactions between data, systems and functional
domains and can take your data management to the next strategic level.

[tussenkop] The time is now to integrate finance, risk and actuarial?

39

Specifically, for a resilient insurance IT landscape, it is
crucial to have, on top of the SSOT:
1. an accounting layer – for sub-ledger and general
ledger accounting; and
2. an aggregation/reporting layer – for advanced
analytics and automated reporting.

A major success factor for this design is to have functional knowledge in the organization. Zanders has the
knowledge and experience in overseeing the interactions between data, systems and functional domains
and can take your data management to the next
strategic level.

The top reporting layer serves as a business information layer where automated reports are generated and
advanced analyses are executed. This design results in
a FRA reporting and analytics data chain that is scalable
and flexible enough for future developments in regulations and changes in the firm’s business strategy.

The time is now to integrate
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Want to hear more about the
impact of IFRS 17?
Then please contact
Raymond Rosa
r.rosa@zanders.eu
+31 35 692 89 89

We believe that IFRS 17 is not the end of the integration
of the FRA worlds and more changes will follow.
We believe that insurers can prepare themselves for the
future by building a flexible IT landscape with strong
functional data management embedded in the chain.

Expertise

Embracing innovation
In the beginning of 2018, we launched the cloud-based platform Zanders Inside, in order
to bring innovative risk and treasury solutions directly to our clients. Since then, the
platform has provided many helpful solutions for our clients, making their treasury and
risk management processes smarter and easier.
The world around us is changing. Technology continues
to dominate the corporate agenda and is disrupting
the traditional way of working. The world of treasury
and risk consulting is not immune to these disruptive
forces. Traditionally, consulting mainly revolved around
a few bright minds and a flip chart. These days, more
than ever, we are looking for new ways to leverage
knowledge and technology when taking on our clients’
biggest challenges.

Award-winning added value
By signing up to Zanders Inside, clients can access our
expertise through a variety of cloud-based solutions.
The first solution that we introduced on Zanders Inside
was the Transfer Pricing Solution. This solution helps
clients calculate and document the arm’s length price of
financial transactions for tax purposes, in a user-friendly
and transparent way. In July 2018, Zanders Inside was
named ‘European Tax Innovator of the Year’ by the Internal Tax Review Magazine for our innovative approach
to transfer pricing. The Transfer Pricing Solution also
received a ‘Highly Commended Winner’ award in the
‘Best Fintech Solution’ category during the Adam Smith
Awards 2019. We are proud to receive this recognition
for our ability to add value to our clients in new ways.

ble clients to comply with CECL or IFRS 9 regulations for
financial instruments. The Condor ECL Solution will be
part of the Zanders Inside Credit Risk Modelling Suite.
We also successfully launched the Savings Modelling
Solution for several of our clients. This solution was
built by our in-house Python development team on the
basis of state-of-the-art modelling techniques. Using
the Savings Modelling Solution, banks can easily create
and maintain a model to support their risk management
processes for savings accounts. In addition, we offer
hands-on support during the model design and implementation phase.
Other new solutions include the Zanders Market Data
Platform and the IBR Lease Solution. Our Market Data
Platform enables clients to manage and control their
market data through our collaboration with Brisken.
The IBR Lease Solution leverages our transfer pricing
capabilities to enable clients to calculate the incremental borrowing rate for lease transactions, in compliance
with IFRS 16 and ASC 842 guidelines. To familiarize our
clients with these solutions, we hosted several successful webinars in 2019.

Embracing digital treasury and risk
Enhanced product offering
During 2019, we further broadened the product offering
on Zanders Inside. Building upon years of experience
in credit risk modelling, we introduced the Condor ECL
Solution at the beginning of 2019. The Condor ECL Solution helps clients to perform expected credit loss (ECL)
calculations. Featuring a highly modular setup, clients
can use their own PD, LGD and EAD models or leverage
the credit risk models of Zanders. The calculations ena-

What’s in store for the future? We are continuously developing new services and products, while working with
clients to deliver innovative solutions. As our clients
venture into the digital era full of new opportunities,
so do we. The future of treasury and risk is here – let’s
embrace it.
Find out more on our website: www.zandersinside.com.
Or contact us directly via inside@zanders.eu.
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Alternative Financing
is Here to Stay
Financial institutions regularly evolve in their effort to stay relevant while Corporate
Treasuries seek alternatives to traditional funding sources. These dynamics create a
healthy European financing landscape. Traditionally split between 70 percent bank
loans and 30 percent public bonds, alternative financing now enjoys increasing
market share. Illustrating its rising popularity, 2018 saw 9% year on year growth for
direct lending in the European leveraged finance market alone.

Alternative financing offers another way to raise funds,
a further option to traditional bank borrowing or the
issuance of public bonds. In recent years it has gained
popularity on the back of augmented regulation in the
post-financial crisis era of financial institutions, and the
banks’ reduced ability to provide loans.
Private investors have filled the resulting gap by
providing new sources of capital. A growing number

of European companies issue on the European private
debt markets, including the German Schuldschein
market and direct lending. Alternative instruments are
based on different terms and conditions to bank loans
and public bonds. Typical deal sizes range from EUR 10
million up to several billions, and instruments are characterized by longer tenors than those for traditional
bank lending. Larger alternative financing deals may
include multiple tranches in different currencies.

Characteristics
One of the benefits of alternative financing is that it
can be put in place quickly. Timelines are not stretched
by the public credit rating process that often slows
bond issuance processes, nor are there cumbersome
reporting requirements. Moreover, as documentation is based on local law it is unnecessary to publish
deal terms and conditions. A further characteristic of
alternative financing instruments is that many are not
collateralized or backed by guarantees. However, their
greater flexibility, coupled with the higher risk associated with financing smaller companies, means that
investors often require an enhanced yield than for more
traditional financing instruments. Additionally, direct
lenders have limited cross-selling opportunities and a
less profound relationship with borrowers, which can
make alternative financing a more expensive solution.

discover if and how they correspond with your own
financing objectives. Alternative financing has, on average, fewer reporting requirements so investors require
a good understanding of the borrower‘s creditworthiness. Transparency about creditworthiness, based
on solid credit analysis models, support an efficient
process and realistic pricing. Excellent relationships
with banks and investors facilitate access to markets.
Additionally, continuous interaction with investors
provides insights into lending criteria. Greater harmonization of standards and documentation, in addition
to usage of best practices, encourages a wide investor
base and process with rapid timelines. As a result, Corporate Treasuries can arrange financing at attractive
terms that meet both their current and future business
requirements.

Attractive terms
Across the credit spectrum
Traditionally, the typical borrower seeking alternative
financing have been firms backed by Private Equity
sponsors. However, the number of publicly held and
family-owned companies issuing alternative financing
is now rising. Alternative financing is particularly popular with mid-sized companies that aim to diversify their
lender base. For them, the bond market does not offer
a viable solution since their borrowing requirements
are typically lower than benchmark-size bonds. Companies across the whole credit risk spectrum issue private
debt, ranging from highly rated companies to firms with
a leveraged finance profile.

Good understanding
A thorough understanding of available options across
the broad landscape of alternative financing is essential. It is vital to study the investment strategies
of alternative investors to understand their terms and

The European alternative financing market has grown
substantially in recent years. The Schuldschein market
enjoys double digit growth and fund sizes from direct
lenders are skyrocketing. Given the attractive terms
and flexibility of alternative instruments, and the ongoing movement towards more standards, we believe
European alternative financing is here to stay.
To discuss the opportunities offered by alternative
financing solutions in more detail, we are pleased to
announce our Masterclass on Alternative Financing
to be held on June 27th, 2019 in Bussum, The Netherlands. The session will deep dive on the practical
aspects of including alternative types of financing in
your capital structure.

For more information about
this interactive session,
please contact
Willem Six
(w.six@zanders.eu)
or
Lotte Coppelmans
(l.coppelmans@zanders.eu),
via
+31 35 692 89 89
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TMS providers need to
change gear to prepare
for IBOR Reform
The discontinuation of the IBOR rates promises to be one of the most significant changes to the financial markets in decades. Some people argue that it will impact the
financial industry even more than Brexit does. Treasurers should prepare themselves
for the changes that undeniably will occur.

Most IBOR rates will lose their regulatory support
by the end of 2021. Regulators around the globe are
therefore attempting to steer markets away from the
self-disclosed IBOR rates towards benchmark rates
based on actual market transactions. Central banks
and regulators have been sending letters to financial
institutions listed in their countries requesting them and
their clients to move on to the replacement benchmark
rates, once they are available. The letters also state
that market participants should asses the risks of the
transition and act on those risks to be prepared on the
coming transition.

Complications
There are, however, many complications in replacing
the current IBOR rates with the new reference rates.

One of these complications is that the replacement rates, such as SONIA (Sterling Overnight Index Average),
are based on overnight lending rates. The derivative
market for SONIA, for example, is underdeveloped
with regards to depth and breadth compared to LIBOR.
Currently, SONIA is only published as an overnight rate,
instead of a term structure of borrowing periods (e.g. 1,
3 and 6 months) as LIBOR is. This is not just the case for
SONIA in the UK, but also for the other new benchmark
rates in other countries.
The letters from the regulators and central banks urge
market participants to use the new rates to develop the
connected markets, such as the derivative market of the
reference rates. They require from these markets to be
as much developed as possible before the end of 2021,
when the IBOR rates lose their regulatory support.

Besides the need of full functioning markets connected
to the new rates, another critical complication is that of
a valuation impact due to the transition. It seems very likely that changing the reference rate under a derivative
or loan would cause a change in valuation, as the new
and old rates are on a different level. This arises the
question who should reimburse this valuation change.
Moreover, how can this realistically be accomplished
with regards to the extensive number of contracts that
will be affected?
Next to the valuation impact, the wording in a contract’s
fallback provision is another complication. All the contracts that do not contain specific fallback provisions, in
case the old benchmark rate ceases to exist, will have to
be renegotiated before the transition.

TMS providers
For corporate treasuries there is another complication:
the amendments of the new yield curves and related underlying contracts in their treasury management system
(TMS). It seems that the TMS providers will have their
hands full with all the complications of the IBOR reform.
Zanders has contacted some of the main TMS providers
to hear their views on the transition and to find out how
the systems can cope with all the changes, as entire
administrations ought to be adjusted.
The responses and actions taken differ per TMS provider. Some told us that they are somewhat skeptical on
the transition, due to the opinions of their clients. Some
of these clients do not want to push the transition, while
regulators and central banks are delicately trying to ac-

complish that for the development of the new markets.
Even though their clients are not anxious on the
replacement of the rates, TMS providers are preparing
themselves for the transition. For most of the providers,
however, the changes that need to be made are in some
way already possible in the current system set-up but
will be very time-consuming and costly to do all at once.
Imagine having to replace all existing legal contracts or
the old benchmark rates of the financial products recorded in a TMS. One of the providers mentioned that they
are figuring out how to automate the transition process
in their systems and to make bulk processing possible
for contracts.
Regarding to the upcoming replacements, other providers informed us that they are currently still in the
middle of the evaluation phase. They are exploring the
requirements given by the market and the expectations
of their clients. At this stage, it is too early for them to
provide concrete feedback about this topic, but we will
be following their evaluations. As it will affect many of
our clients, we will closely follow the approaches of TMS
providers.

For further information on
how to properly prepare for
the IBOR transition, contact
Sander van Tol
via s.van.tol@zanders.eu
or +31 35 692 89 89.
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Payment Hubs & Bank Connectivity Seminar

Realizing the requirements
On 24 September, Zanders hosted the Payment Hubs & Bank Connectivity Seminar
in collaboration with the Dutch Association of Corporate Treasurers (DACT) and
Enigma Consulting.
The event offered corporate treasurers the unique opportunity to be updated on developments in bank connectivity and compare nine payment solution vendors:
Cobase, Exalog, FIS, Omikron, OpusCapita, Pelican,
PowertoPay, Serrala and TIS. Product demonstrations
were supported by client co-speakers sharing practical
insights and key learnings.
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The program was complemented with interesting
sessions on trends and best practices in the area of
corporate payments and bank connectivity. The large
number of participants showed that payments and
bank connectivity are high on the agenda of corporate
treasurers.

the reconciliation process. Simultaneously, one
central bank connectivity platform reduces the need to
maintain electronic banking platforms and work with
dozens of different bank tokens.

Additional benefits
Besides standardized payment processing and connectivity, vendors showed how corporates could achieve
additional benefits such as enhanced payment fraud
prevention and sanction screening. Additionally, capabilities in the areas of cash reporting and cash flow
forecasting were presented. Other solutions that were
presented included functionality to enable payments
and collections on-behalf-of (POBO/COBO), In-house
banking, cash pooling and intercompany netting.

Streamlining and securing
Payment hubs and bank connectivity solutions are aimed at achieving a streamlined, secure and controlled
payment process. Corporates can achieve more control
and visibility over their payments with a centralized
payment solution that standardizes the workflow
and reduces manual interventions. Bank connectivity
solutions are both bank-agnostic and secure, which
allows corporates to monitor real time payment status,
to collect bank statements centrally and to streamline

We can reflect on a successful
event that offered valuable
insights and inspiration.
Want to learn more?
Please contact
Lotte Coppelmans
(l.coppelmans@zanders.eu)
or
Erik Marinussen
(e.marinussen@zanders.eu)
via +31 35 692 89 89.

Far-reaching scope
Many of the best practises that were shared are not
futuristic but can be achieved today. More importantly,
the solutions are available for corporates of different
sizes and complexity, not only to large multinationals
with large IT departments and budgets. The solutions
presented are very practical and, in Zanders’ opinion,
relatively easy to implement at a reasonable investment. However, it is important to realize that the scope
of a payments and bank connectivity solution is farreaching. Many functional and technical requirements
should be taken into account, in addition to a broad
organizational scope. As a result, such a project requires cross-functional teams with close involvement of
different departments and subsidiaries.
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