
 

 

A stormy time ahead for banks – and a rough 

ride for treasurers? 

For a number of years, banks have been suffering the cumulative effects of a raft 

of changes which, all added together, are ending up having a considerable impact 

and threatening to modify their strategy and the way they do business. 

Tomorrow's banker will be quite different, that’s for sure. But these changes will 

also have an impact on corporate treasurers. Some banks, for example, are seeing 

their credit ratings being downgraded by the rating agencies. Such a downgrade 

in the rating of some banks might exclude them from the preferred group of banks 

favoured by the multinationals. Perhaps this is one further consequence of the 

aftermath of the financial crisis. The crisis is certainly still hitting banks hard, to 

the ultimate detriment of treasurers. This article tries to highlight a risk that 

treasurers will have to address and surmount in the coming years. 

A forecast of more storms and squalls ahead for the banks 

It is interesting to see how far the banks have evolved and how they are going to 

evolve further as a result of a long sequence of effects. These, hitting them one 

after the other and piling up, are finally handicapping them and hitting them hard 

enough to produce profound changes in their overall strategy and the way they 

do business. We could go through a very long and non-exhaustive list of factors 

that have cost them much energy and effort. We should bear in mind that for 15 

years they have had to face many other issues. Amongst them are the year 2000 

transition; the advent of the euro; the start of European harmonisation with 

MiFID and SEPA, in particular; the disintermediation of business; opening up 

markets and a full free market approach; globalisation; the drive to expand to 

become global; then the drive to become a specialist; Sarbox; the financial crisis; 

the recurring scandals and rogue traders; the Dodd-Frank over-regulation and 

European over-regulation with EMIR for example; transparency and the end of 

bank secrecy; the liquidity crisis; the bailouts; low ROS; increased market 

volatility; the Basel triptych; the incursion of new e-industry companies into 

alternative payment methods; downgrades and ratings and any number of other 



 

 

things. Having seen wave after wave of hassles unleashed on the banks, the least 

we can do is to pity them and show a little compassion.  

 

 

Banks of yesterday cannot be the banks of tomorrow 

After changes such as these and a profound but gradual revolution over the years, 

we need to realise that the banks of yesterday cannot be the banks of tomorrow. 

As we can see, through the recent examples of RBS withdrawing from many 

markets and Deutsche Banque announcing its new strategy, a tsunami has been 

unleashed and a reorganisation – and no doubt consolidation – will take place. As 

time goes by, the banks want to review their approach and the way they do 

business, to give their business a better focus than ever before. The generalist 

bank will disappear to give way to the niche bank. They may do this by focussing 

on their business activities, or alternatively by being selective about their clients. 

Banks absolutely need an upward revision of their margins, and their return on 

investment and sales. If they fail in this, they run the risk of disappearing or being 

swallowed up by voracious new players, such as companies operating over the 

internet. The business model has changed, and keeps on evolving. Who can say 

that their pool of banks will be exactly the same in five years' time? Nobody, 

obviously. The new risk facing all treasurers is identifying their bankers through a 

searching prior evaluation, along with regular monitoring, developing varied and 

long-term relations to ensure the survival of their business. Supplier risk is often 

emphasised within companies. Seldom, however, does it include the risk of losing 

your bank. Recently, a number of companies woke up one morning to discover 

that RBS had dropped them. Nothing can be taken for granted in relations with 



 

 

banks, and these relations are now more precarious than ever. So they need to be 

tended and monitored with caution, attention and respect. 

   

"Know Your Banker" (KYB) 

Today, we have to rebalance roles and treasurers need to put together "KYB" 

procedures to set down precisely with whom they can or want to work. In 

addition to what is done already, we might consider more formal and exhaustive 

"due diligence" consisting of deciding on the risk of default of your counterparty 

bank. In a troubled economic environment that is more difficult than ever, in 

which bank credit ratings (we shall come back to this) are faltering and in which 

banks try to reinvent themselves or to refocus on certain types of business, 

knowing your partner looks to be vital and more than just very strongly 

recommended. Bank risk is often, but not always, monitored fairly regularly and 

fairly formally. It is, however, very rare or unknown for treasurers to define 

formally with whom they are prepared to work, based on substantiating 

documentation of the KYC type. But why not? An audit committee would be 

entitled to require a formal assessment of this type to force the CFO to consider 

and confirm the appropriateness of a specific supplier, the bank. Companies more 

often make a formal assessment of any supplier other than their bank. In many 

cases, however, the bank is the company's main supplier. It supplies finance and 

other vital financial products and services. In some cases, should we not be asking 

for collateral from our bank? It is increasingly treasurers that are asking for an 

ISDA document to be signed. The world has been turned on its head. Bank CDS 

were already often not as good as those of "investment grade" corporates. By 

contrast, shortly their credit ratings were also be better. Times are changing… 

Because the “too big to fail” banks have been pilloried so much, surely they are 

ending up wanting the opposite of Lafontaine's frog, wanting to try to shrink 

themselves? They seem firmly convinced that they are too big and that size is no 

protection against failure. What I call the Basel triptych has made considerable 

modifications to the banking environment and the strategic approach of banks. 

The straitjacket has become so tight that it demands much better profitability. 



 

 

Margins will undoubtedly start to rise. The writing is on the wall for the almost 

universal "dumping" for some institutions. Service, name, credit rating and 

reputation will have to be the distinguishing criteria for setting themselves apart 

from the competition. "Monsters Inc." has come to life. It is now a time for cherry 

picking and refocusing. Generalist and global banks will become niche banks by 

product, geographical area or by industry, or even all three. Economies of scale at 

any price no longer meet with the unanimous approval of shareholders. 

Diversifying used to be about mitigating risk but has now once again become a 

risk. 

The recent fines and scandals have left a bitter taste amongst corporates. Those 

who have sinned sometimes want to stop you conducting certain transactions for 

reasons of hyper-orthodoxy. Surely this is a case of the pot calling the kettle 

black?  Banks also have to handle the IT aspects, which are always burdensome 

and substantial. They have to get to grips with "big data" for example. Who can 

say that tomorrow the bank will not go the same way as taxis, victim of an Uber-

like bank? There is a profusion of internet companies that want to take the 

payment function and low-risk retail lending from the banks, without having the 

regulatory restrictions. This fierce and unfair competition could reduce them to 

the status of gigantic "back-offices". We should be careful to bear this in mind. 

For the European Union, disintermediation was supposed to be undertaken to 

encourage greater competition, but "shadow banking" needs to be identified and 

combated, to ensure that some companies do not slip through the net of the 

regulated banking system. As in many fields, the market is excessively 

fragmented. Fragmentation is not always beneficial and leaves dead bodies by the 

wayside because not everyone can survive. The laws of the jungle and nature are 

red in tooth and claw. A profusion of bloated regulation could end up doing more 

harm than good. Too much regulation can be self-defeating. More laws but not 

enough judges or policemen to see they are obeyed. That's pretty stupid, isn't it? 

ESMA's size and staff set the tone. This demonstrates, should any demonstration 

be needed, that the European Union has not provided itself with the resources to 

match its ambitions. 



 

 

 

 

"Live and let die" 

Is the customer still king? Yes, we would like to hope and think so. Customers 

have seen their trust in banks wane. Recurring scandals, such as the recent 

example of "negotiations" with the authorities, particularly US authorities, on 

manipulating the exchange rate, has still further tarnished the image of banks. 

They often admit their mistakes and failings. The size of the penalties may be 

scary. Customers have the impression that banks never learn from their mistakes 

or benefit from any lessons. If they are able to pay billion dollar fines of this type, 

that must be because they are bloated fat-cats, thinks your ordinary average 

treasurer. Customers want customised services, turnkey services that are flexible, 

internet-based, accessible on any device anywhere. In a world of 

commoditisation, paradoxically service is coming back into its own and is what 

attracts people. The banks are searching about for an identity for themselves 

while non-banking competition hots up. Will they be able to adapt quickly? Over-

regulation will only increase and encourage shadow banking. Here again, what 

financial supervisors and regulators planned to do was to control and prevent risk, 

not to transfer it to other vehicles that cannot be controlled or are not controlled. 



 

 

The banks are at a crossroads: higher profitability in a more restrictive and 

competitive world, with new players who are not subject to the same rules and 

are more selective in their services, with expensive and time-consuming 

technology, with credit ratings being downgraded, loads of fines and in the final 

analysis, all of this in a difficult economic environment. You realise that the banks 

need to reinvent themselves, but the economic climate is not propitious to it. 

Nevertheless, it is a matter of survival. There is no doubt that the landscape will 

soon look different. 

 

Bank credit ratings under threat 

Many banks have a sword of Damocles hanging over them, which may fall and cut 

their credit ratings down a few notches. The transposition of the EU Bank 

Recovery and Resolution Directive BRRD* into national law is a measure intended 

to prevent countries rushing to the aid of banks in future by dipping into public 

funds. There may be many differences between countries when the Directive has 

been transposed into national law. The structure traditional in English-speaking 

countries with a holding company and an operating bank, will result in the parent 

company taking a hit from the rating agencies because government support has 

been withdrawn. This also applies to Swiss, German and Austrian banks, in 



 

 

particular. The BRR Directive, transposed into national law, has caused the rating 

agencies to lop off a few of the "notches" that were due to government support 

(i.e. bailouts). The new legislation is supposed to prevent the risk of bank default 

in the future. At the same time, some agencies want to review their methodology. 

This also may have a greater or lesser impact on bank credit ratings. If banks see 

their credit ratings cut, this could force companies, because of their internal 

policies, to rule out some of them. If for reasons of conservatism or caution you 

take the rating of the umbrella or parent company, you may not comply with the 

minimum requirements of internal policy. Do you want to work with a bank that 

has been downgraded to BBB+? Either you have to lower your minimum criteria, 

or you have to exclude some banks, at the risk of shutting out longstanding 

partners. A dilemma for which there is no obvious solution. Caution requires you 

to notify the audit committee of this development with potentially damaging 

consequences for commercial relations.  

 



 

 

 

 

Adapt or disappear 

The banks need once again to adapt to their complex environment. The 

combination and recurrence of adverse factors affecting the banks are certainly 

still taking their toll. Banks need to become stronger for the obvious reasons of 

the stability of the world’s financial system. However, paradoxically, if they 

become stronger, they will come under attack from a whole host of factors that 

threaten to weaken them. Today, all corporates need to review their short-term 

investment strategy against a background of Basel III (i.e. LCR/NSFR) and negative 

interest rates, even three-month rates. Choosing the right strategy, a strategy 

that is at the same time more resilient, more profitable and more adaptable, will 



 

 

be no easy task. We see institutions such as Deutsche Bank and RBS reviewing 

their strategy from top to bottom. They are just the first of many and the choice 

of the "right" banking partner will only gain in importance in the future. So make 

sure you make the right choice to avoid upsets.    

François Masquelier, Chairman of ATEL 

 

(*) EU Bank Recovery and Resolution Directive BRRD – 15
th

 April 2014: resolution occurs at the point when the authorities 

determine that a bank is failing or likely to fail, that there is no other private sector intervention that can restore the institution 

back to viability within a short timeframe and that normal insolvency proceedings would cause financial instability. “Resolution” 

means the restructuring of a bank by a resolution authority, through the use of resolution tools, to ensure the continuity of its 

critical functions, preservation of financial stability and restoration of the viability of all or part of that institution, while the 

remaining parts are put into normal insolvency proceedings.  


