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Over five years of crisis – a blessing in disguise? 

 

We have just lived through a difficult five years. Perhaps this could 

be the catalyst for positive changes. Surely during this period, in 

which companies are acquiring few new assets, through nerves or 

excessive caution, treasurers have a fantastic opportunity to 

conduct a radical review of their organisation and to set 

themselves new technical priorities to increase the efficiency and 

productivity of their departments.  

 

Actions speak louder than words 

Five years of crisis have allowed treasury departments to reinvent 

themselves and to restructure to increase productivity, to streamline their 

operations and to contribute to the collective effort to keep down costs. 

Alongside this initiative, there has been an initiative on internal controls 

to streamline treasury operations, and to make them more secure. We 

could, of course, complain about the lack of new investment and its 

consequences. However, treasurers can take advantage of this tricky 

transition period to reinvent them and to restructure to contribute to the 

collective work of streamlining the business. The ACT is talking about 

"treasury 3.0", a sort of new upgraded version of the treasurer function, 

an advanced and final stage of development in a treasury department. 

Surely, at last, this is a golden opportunity to reinvent ourselves. Modern 

treasurers need to show flexibility, agility and inventiveness to best 

adapt to a shifting economic and regulatory environment. Treasurers 

have become more "strategic, in their roles and find themselves thrust to 

the forefront by the tide of events. 

The crisis is in fact a true catalyst which provides the opportunity to 

revisit procedures that date back to the ark and that have pretty much 

been set in stone. It is also in times of difficulty that the most effective 

treasurers can be recognised. There is any number of challenges to be 

met, even without specific transactions such as M&A deals. Many of the 

challenges are structural, regulatory or technical in nature, or even 

derive from the economic climate. The challenges are interrelated, and 
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treasurers find themselves facing many of them at the same time. They 

have to overcome them. But let us try to see the positive aspect of these 

challenges. Surely they are a fantastic opportunity to radically overhaul 

your organisation to achieve its quintessential purpose and to streamline 

it with a view to keeping down cost?  

Ways forward for streamlining and reorganising  

There are many ways forward for improvement and development. We 

have referred to some twenty of them. This, obviously, is not the full list. 

It is just an indication of things to think about and work that could be 

done in this transition period, this pivotal point for the real economy. 

  Financial Crisis, a Catalyst for Changes in the Treasury Organisation     

        

  20 AXIS FOR CHANGES:     

1 Identification of (new) key business requirements – More strategic role     

2 Building a strong and robust business case - Cost optimization and efficient structure     

3 
Development of an end-game vision, with global financial IT strategy, STP + full interface 
approach   

4 
Managing the implementation of major change initiatives decided – Value creation in 
treasury     

5 Benchmarking of treasury organisation to define "best in class practices" and area for improvement 

6 More centralised approach (as far as possible) to optimize (cost) structure     

7 Re-engineering of cash management processes and structures - Review of bank partnerships   

8 Rationalization of bank account and (e)BAM strategy in order to secure flows of information   

9 Adapting to changing market/ economic conditions - higher general volatility of markets     

10 
Adaptation to low interest rates environment – be ready for “new normal” market 
situations     

11 Compliance with new regulations, SEAP, IFRS new provisions and ethics (best) standards     

12 
Implementation of treasury third generation maturity stage – Reduction of execution 
tasks     

13 Enhanced CF forecasting, reduction of idle cash, improved Work Cap + budget concept reengineering 

14 Increasing visibility of cash and adoption of more appropriated placement strategy     

15 Review of counterparty risk strategy and policy – Close monitoring of related risks     

16 Implementation of last stage of payment factory – full “in-house bank” stage     

17 Implementation of an effective and tested Business Continuity Planning (BCP/DRP)      

18 Treasury security and controls reinforcement - better internal controls     

19 Revisiting policies and procedures to adapt to current moving environment and new regulations   

20 Treasury optimization roadmap for next 3 years - Vision, upgraded mission, objectives     
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In the following lines, we will mention some of the most relevant things 

that should be considered. We suggest several ideas that need to be 

addressed, mainly with the aim of mitigating risk and making the 

business more secure and resilient over time.  

 

 

New regulations 

We are inundated with new regulations of all types. To mention just a 

few, we note EMIR, CRD IV, MiFID II, MiFIR, SEPA (the final date of 

which has at last been fixed), the rating agencies, the rotation of 

statutory auditors, Liikanen report, etc. This is without taking into 

account a number of other green papers in circulation on both sides of 

the Atlantic. 2013 will be about regulations more than anything else. On 

top of the wall of new regulations, we will have new IFRS standards and 

some amendments that will have to be digested and incorporated into 

our IT systems. Having all these new rules coming at the same time will 

make the task more complex. Our task is far from over. Their impact will 
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be direct and sometimes indirect. Nobody will come through the 

consequences of the new post-G20 rules unscathed. How do we adapt? 

How do we absorb them or avoid them or choose the least rocky path? 

Over-accumulation of cash 

The economy has slowed down sharply. This makes it tricky and 

complicated to find profitable or new investments, which should ideally 

be risk-free or almost so. We have to diversify our investments while still 

being able to extract a decent return on investment. These days, in a 

period of low interest rates this is no easy job. Investment policy and 

strategy are one of the priorities to be reviewed in adapting ourselves to 

a changing and fragile economic environment. The difficulty is in 

modifying it to broaden the scope of action and to diversify risk while at 

the same time limiting it, particularly counterparty risk. We need to keep 

our minds open to other products, for example tri-party repos. 

Reviewing banking strategy 

This is also an opportunity to review your banking strategy and to 

rationalise the number of accounts and counterparties, particularly 

favouring the key "eBAM" project. Just like the payment factory, when 

you push it to its furthest extreme, with "payments on behalf", you 

strengthen the structure; you consolidate and rationalise it for increased 

efficiency at every point to achieve a true "in-house bank" serving the 

whole group. By using the SWIFTNET approach, eBAM and payment 

factories, you can force subsidiaries to fit in with the rationalised strategy 

that the group has chosen. The technical aspect can become a catalyst 

for change, perhaps painful for cultural or historical reasons. Technology 

can be a useful vector of pressure for pushing forward change and for 

breaking down old habits. 

Market volatility and new IFRS standards 

Extreme volatility on the markets, with the "currency wars” in full swing, 

is a factor that will change the whole ballpark and force treasurers to 

review their strategies for mitigating the impact on the income statement 

and unwanted fluctuations in it. It is into this turbulent economic 

environment that the new IFRS 9 is about to burst. Even if it is more 

favourable than its predecessor, we have to implement it and adapt both 
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from the systems point of view and from the point of view of hedging 

strategy. Another thing of the same sort is that IFRS 13 has just come 

into effect and now requires us to consider the counterparty risk of the 

bank partners with which we deal and our own counterparty risk with 

respect to them (i.e. CVA and DVA). Just like chameleons, treasurers 

have to adapt to their unstable environment and to standards that are 

ever more demanding in terms of information disclosure and 

transparency in the annual reports. IFRS 7 is no exception to this trend 

to ever more transparency. To produce the reports required, we need 

appropriate tools and we need to develop them, since the standards are 

very recent and too new to fit in with all tools.  
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Review of policies 

This economic situation is or has been an opportunity to review our 

policies and internal operating rules and procedures. It is a good thing to 

tidy up these internal rules from time to time. It is all the more helpful to 

do so when we have a changing and extremely volatile economic 

environment. The counterparty risk aspect, for example, must be treated 

with a great deal of caution because of the crucial and major dimension 

taken on by the ethical aspect or even by the strategy for hedging 

financial risk. To reduce P&L volatility, for example, we could cut down 

the room for manoeuvre on the unhedged part and we could lower the 

thresholds for hedging relationships, or yet again narrow the hedging 

corridors, restrict the amount of volatility tolerated, change the list of 

instruments authorised by the Audit Committee, etc.  We could also 

review our organisation, and those of us who do not have one could set 

up a Treasury Committee and effective supervisory bodies, making sure 

we document the procedures.  

The idea is also to ensure we comply with the new rules and ethical 

standards. Many new rules are arriving and impacting treasury directly 

or indirectly. For example, how are we going to produce the ESMA 

report on derivatives in real time? And how are we going to calculate the 

CVA/DVA under IFRS 13? Can we easily implement IFRS 9? Do we 

accept a bilateral proposal to grant collateral to our banks under a CSA 

type agreement? Etc.  

Internal controls and risk management 

ERM (Enterprise Risk Management) and internal controls have become 

a key aspect of corporate reports and a point on which European 

regulators and supervisors focus closely. We have to produce reports, 

quantify all risks, not just financial ones and demonstrate that 

appropriate special controls are in place to mitigate risks and their 

consequences on a business that is already struggling and on the back 

foot. Even when treasurers are not responsible for these reports, they 

have to produce the requisite information and demonstrate that the 

internal controls exist, that they are efficient, effective and documented. 

Quite often no analysis or list of internal controls exists.  On a similar 
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note, it is a good time to make sure we have a true "Business 

Contingency Plan" (BCP + DRP) in place and tested regularly. Efficiency 

and productivity are not incompatible with security and automation. Quite 

the contrary; by increasing controls you are benefiting yourself and 

freeing up time – that scarce asset that is now so precious. These 

measures take time, and recruiting temporary staff to prepare for the 

future and to anticipate a natural turnover in staff is also a basic 

precautionary measure that needs to be taken. Keeping the average age 

of staff down and bringing in new blood can provide a breath of fresh air 

and make the department feel enthusiastic about belonging to a team.  

Cash flow forecasts, a new budgeting approach, a focus on 

working capital  

Visibility on cash is crucial. Against a background in which the very 

concept of the budget (too long, too nit-picking and at the end of the day 

useless) has been cast into doubt by many international groups, should 

we not promote more appropriate cash flow forecasts, given the very 

restricted visibility on markets and operational businesses? If we can 

define the size of our needs better, we can avoid overpaying 

commitment fees, for example, or avoid giving side business to our 

banks. Does anyone manage their bank counterparties dynamically or 

with a monitoring sheet or Balanced Score Card?  Creating value and 

measuring it can become a vector of performance, used for calculating 

bonuses and good management of the department. Having a set of KPIs 

(Key Performance Indicators) in place is a good practice that many 

treasurers harp on about. However, these are only measuring 

instruments. They are factors for setting targets, drivers and motivating 

items, giving a more dynamic approach to treasury management. Value 

may come from a healthy and necessary review of structures, such as 

existing cash-pooling arrangements, for example. Initiating RFPs and 

RFIs to improve terms and cut costs is an excellent practice that is 

seldom used through lack of time or perhaps from fear of change.  

Roadmap for the next three years 

This is the perfect time to set out your roadmap for the next three years. 

Appearing on this map would be: eBAM, compliance with new 

regulations, implementing good practices (as referred to above), 
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integrating all IT systems (STP – Straight Through Processing) and 

interfacing everything to strengthen internal controls and improve 

productivity; which is far from incompatible. We need a new vision, a 

new definition of our general function and the appropriate specialist tools 

in place to produce the new reports required by the new regulations. 

Moreover, this computerisation goes hand in hand with greater 

centralisation, a sign of greater efficiency. We never take the ultimate 

step of integrating the subsidiaries. We move to an intermediate stage 

which has a sad tendency to become final. Reducing the amount of cash 

hidden and squirreled away in exotic little subsidiaries could be a KPI 

and target for treasurers. What is particularly recommended is opting for 

a centralisation model, with an "in-house bank” type "on behalf of" 

payment system that is integrated, advanced, in the form of a service 

centre, with payment of expenses to a treasury centre for tax reasons. 

You have to follow the process through to its logical conclusion rather 

than being restricted to cutting costs. Why not increase efficiency, 

reduce risks, and improve visibility while reducing cost? It is feasible, 

even though it may be hard. Too many treasurers are satisfied with an 

intermediate organisational stage. Would they dare compare themselves 

to others (i.e. benchmarking)? Could they claim to be the “best in class”? 

They are lacking vision and a strategy aligned with that of the group. 

You have to establish a solid business case and describe the optimal 

structure that you have designed before you find a Boston or McKinsey 

consultant doing it for you with an axe.  

Every cloud has a silver lining!  

To conclude, the suggestion is that we should take advantage of these 

special economic circumstances to initiate structural projects that are 

virtuous and beneficial to the department and to the company. What is 

more, tidying up the organisation thoroughly would enable us to ask 

existential questions, to cut costs while streamlining the structure, 

without impairing reliability or segregation of duties, or increasing 

operational or financial risk. The crisis, if you're prepared to take an 

optimistic approach, provides us with a superb opportunity to review the 

way in which we work. Treasurers can be proactive and anticipate 

current or future changes. Treasurers do not like change, usually. They 

are finding it hard to recover from these difficult years. However, this is 
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the best time, at the time of the rationalisation plan, at a time of slimming 

down and streamlining, to review your structure to make it better – and 

to avoid something worse. The world has changed and keeps on 

changing, even though some people fail to adapt to these radical 

changes. This is a mistake in the medium term because at the end of the 

day hesitating just throws you into the process of reorganisation carried 

out by inquisitorial consultants whose very name horrifies you and 

makes your hair stands on end. Taking the lead is a virtuous and 

advantageous obligation that I commend to you strongly. Roll up your 

sleeves and good luck! 

 

François Masquelier, 

Chairman of ATEL 

February 2013 

 

  

  

  

 


