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LETTER FROM THE PRESIDENT & CEO

JIM KAITZ, PRESIDENT & CEO

HAPPY HOMECOMING

Dear AFP Members,

t’s great to see corporate tax reform finally

take effect. It's even better to see so many

companies already taking advantage of it by
investing some of their newfound tax savings
and repatriated cash.

But treasury and finance executives can
do more.

We know how challenging the old corporate
tax rate was for resource allocation. We voiced
our concerns for years about it, and Congress
finally listened. It is incumbent upon us to show
that our concerns were legitimate and take
advantage of the lower rate.

Here’s one suggestion: Spend some of the
money on training your finance staff.

After all, treasury and finance executives know
that updating employees’ skills and closing
the talent gap are absolutely critical in today’s
rapidly changing world.

According to a recent study published in the
Harvard Business Review, the percentage of
workers who received employer-funded training
decreased from 21 percent in 2001 to 15 percent
in 2009. That trend must be reversed, and now
we have the resources to do it.

AFP offers a wealth of training and certification
to improve your team’s skillset:

We have two world-class certifications—the
Certified Treasury Professional and the Certified
Corporate FP&A Professional. Earning either
accreditation will ensure your employees are on
the cutting edge of their respective treasury or
finance careers.

AFP also offers live and online instructor-led
group training exclusive to your team, complete with
customized agendas and delivery length. These
courses will help you level-set your team’s skills and
teach new ones quickly and efficiently throughout
the entire department, on any continent.

There is so much change occurring in the
workplace today. Treasury and finance cannot
afford to wait for staff to learn new skills on their
own, or new employees with updated skills to
join the organization.

More than anything, corporate tax reform
presents an opportunity. I urge you to grab it.

Sincerely,

ta

Jim Kaitz
President and CEO
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CURRENT EVENTS
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Treasurers
ponder the
iImpact of
corporate
tax reform

ANDREW DEICHLER

he tax-reform plan that passed at the end
of 2017 has been categorized as a big
win for businesses. But will the legislation
induce corporates to substantially shake up
their investment plans, using repatriated cash on
capital expenditures?

Cutting the tax rate

The tax bill reduced the corporate tax rate to
21 percent. While proponents of the bill posit that
lowering the rate on repatriated earnings would
cause corporations to invest that money in the
United States, there has been speculation that
companies are much more likely to return money
to shareholders. Wells Fargo CEO Tim Sloan even
said at a Goldman Sachs investment that’s exactly
what his organization plans to do, and a much
publicized video of National Economic Council
Director Gary Cohn speaking to a room full of Wall
Street executives indicates a similar outcome.

A corporate treasurer who spoke under
condition of anonymity said that his organization
is likely to follow this path. “I just don’t see any
change on my investment policy based on the

tax bill, primarily because it doesn’t change my
pre-tax ROl he said.

However, Marko Papic, senior vice president and
chief geopolitical strategist for BCA Research,
cautioned that these incidents shouldn’t
necessarily be used as barometers for gauging
what corporates might be poised to do with any
extra money this bill affords them. He stressed that
the Cohn video in particular is “not empirical, it’s
not data—it’s just a room full of dudes. We don'’t
really know what companies will do.”

Papic added that previous repatriated foreign
earnings went into stock buybacks and not
investment, with the most recent example being
the Bush tax cuts of 2004. “We also know that
the marginal tax rate for corporates is already
fairly low,” he said. “So it's unclear to what extent
that will stimulate the economy.”

Jeff Johnson, CTP, CPA, chief financial officer
for Amesbury Truth and Chairman of AFP’s
Board of Directors, sees many companies utilizing
the tax cuts primarily to pay down debt or buy
back shares. “The question is, how much will be
used to invest in individuals or capital,” he said.

www.AFPonline.org AFP Exchange | 7



CURRENT EVENTS continued

Johan Nystedt, vice president, treasury for IR
Conagra Brands, doesn’t expect a big shakeup;
he sees most companies adhering to the capital
allocation plans that they already have in place. And
if companies do make any changes as a result of
the tax bill, he doesn’t anticipate anything radical.
“It’s going to be a mix of investment in the business,
capex, etc., he said. “And there will be things that
benefit shareholders directly, like dividends and
share repurchases.”

Thus far there are high-profile instances of companies
announcing wage increases and one-time bonuses from
repatriated funds—namely Walmart, American Airlines
and Bank of America.

Capex deduction

There is one provision in the tax bill that could
potentially spur U.S. corporates to spend more money
at home, and soon—for the next five years, companies
can fully deduct their capital expenditures. “Unlike
the reductions in tax rate, U.S. firms only benefit from
this change when they deploy capital on qualified
property and equipment at home, an unambiguously
stimulative change,” Papic wrote in a note to clients.

The IRS already allows accelerated depreciation of
capex; the new tax bill just brings it forward. BCA’s
analysis suggests that this could lead to a change
in corporates’ spending behaviors in 2018. “We are
already seeing capex recovery in some sectors, and
we think this could stimulate further capex recovery,”
Papic said.

For example, a company’s 20-year capex strategy
might include plans to build a factory or do some
natural resource exploration. “You might want to just
accelerate those plans over the next five years,” he
said. “One company’s capex is another company’s
incentive to hire. So it's a virtuous cycle.”

Treasury & Finance

May 6-8, 2018 Nashville, TN Hutton Hotel

BankofAmerica %%

Executive Sponsor A
Merrill Lynch
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Recession looms?

Papic noted that the risk of introducing a tax plan that
is fiscally profligate in the late stages of an economic
cycle can stimulate the economy considerably, prompting
the Federal Reserve to raise interest rates. “This is a
stimulus that is not really necessary, so it could bring
forward a recession that was going to come anyway,” he
said. “We're going to have a recession at some point; it's
natural to do so. The question is when.”

An early indicator that a recession is brewing is
the Treasury yield curve, which has been flattening
significantly. “The 10-year yield is being kept fairly stable,
whereas the short-term interest rates are rising, in
expectation that Federal Reserve will raise interest rates,”
Papic said. “The yield curve usually leads a recession by
12 to 16 months and if the tax bill does prompt the Fed
to tighten rates faster, because you have this late stage
stimulus, then those interest costs become a burden on
households and corporates, and we'll have a recession.”

Nevertheless, Papic stressed that this looming
recession is not an “apocalypse”; currently, there aren’t
the kinds of imbalances in the economy that existed in
2007-2008. “So this recession could actually be quite
mild, and relatively tame,” he said.

Nystedt agreed. “There were so many factors that
contributed to the 2008 recession,” he said. “My sense
is that we are in a better spot than we were back then.
I think a lot of people are going to say that the equity
markets are very highly valued, and there is going to
be a correction to that at some point. But a market
correction and a recession are two different things.”

But Papic warned investors and corporates against
misjudging the Fed. “We could see nominal GDP growth
this year, between 4 and 5 percent. That wouldn’'t be
completely crazy,” he said. “And if that happens, the Fed
will raise rates four times. That’s a certainty. And that, |
think, would bring forward a recession in 2019.”
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GLOBAL TREASURER

Frank Sansone
handles
corporate
treasury for
foreign banks

IRA APFEL
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he prospect of doing business in China is

always on the mind of corporate treasury

and finance executives. Now, China has
come to America. In 2016, the People’s Bank
of China awarded the Bank of China New York
branch clearing-bank status for the new U.S. RMB
trading and clearing hub. What does that mean for
corporate treasury and finance? Frank Sansone, for
one, is excited.

Sansone is the treasurer for the New York
branch of China Construction Bank—the second
largest bank globally. He’s also the former
treasurer of Belgian company, Dexia America, as
well as the former treasurer of the National Bank
of Kuwait U.S. operations. He recently spoke to
AFP Conversations podcast about this new RMB
development and his treasury-related travels.

=
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“I think that part of it, is when you’re treasury, it’s treasury. There’s certain
standards, targets, and objectives that you want to achieve. Whether you're
in a treasury in Kuwait, or in a French/Belgian/Luxembourg bank. I think if
you remain curious about not only the business, but the people you operate

with, it’s a great opportunity.”

Ira Apfel: What did the People’s Bank of China
announce exactly, and what’s the impact on
treasurers, and CFOs?

Frank Sansone: There are actually two currencies
in the trade for the Chinese currency—the renminbi
has an onshore, which is considered the CNY, and
an offshore, which is the CNH. Until very recently,
until only four or five years ago, you were restricted
to transact only onshore with the CNY.

In 2010, they launched the first clearing hub in
Hong Kong, and that enabled banks to trade, or
corporates to actually transact offshore. What has
developed recently, through the Bloomberg RMB
Working Group, was it coordinated the actions
of the four largest Chinese banks in the United
States, and 10 very large U.S. and international
banks and the PBOC to launch a currency hub
in the RMB, the CNH offshore currency in the
U.S. The objective is a true benefit for the U.S.
corporates to level the playing field for U.S.
corporates in transaction in China.

Ira Apfel: Give me some examples of how it would
help level the playing field for corporates, and
treasurers doing business in China.

Frank Sansone: Good guestion. The main focus for
any treasury is twofold: One is risk management,
and the second is maximizing returns for the
company, whether that be through enhanced
returns, and/or cost efficiencies. How will this
work? It will translate significantly to a number of
significant positive effects. One will be an increased
liquidity for RMB transactions. As anybody in the
markets know, bankers, treasurers etc., increased
liquidity translates to better pricing.

Currently, most of the market activities for the
RMB occur in Asia times. As a conseguence, for
those that operate in Europe, there’s less liquidity,
and that’s been improved with the launch of a RMB
clearing hub in London the last couple of years. If
you look at the U.S., you will see a significant drop
[in liquidity], so if you actually want to try and
hedge, and manage your risk in RMB in the U.S.
times, you're not going to get great prices. This
enhanced liquidity translates into cost efficiencies.
Standard Charter estimated that with a local hub in
the U.S., U.S. corporates can save anywhere from 2
to 3 percent on their transactions.

Finally, there’s a transparency in the ability to
understand your pricing. Currently U.S. corporates
are usually dealing in U.S. dollars only, so as a
consequence, they're really only dealing at the
mercy of the Chinese counterpart, so they don’t
really understand, or even have an idea of what the
surrency hedging costs are for their counterpart.

3 consequence, they're probably paying a lot

www.AFPonline.org AFP Exchange | 11



GLOBAL TREASURER continued

Ira Apfel: You’ve been doing treasury with foreign
banks since 1987. How did you get involved in that?
Frank Sansone: It's been a world of fun. My first
bank was actually an Israeli bank, and then | left
two years later, | went to the National Bank of
Kuwait. The joke at the time, was | was the Henry
Kissinger of banking, because | was navigating the
path between the Israelis and the Kuwaitis.

| think that part of it, is when you're treasury,
it's treasury. There’s certain standards, targets,
and objectives that you want to achieve. Whether
you're in a treasury in Kuwait for example, or in
Dexia, which is a French/Belgian/Luxembourg
bank. | think if you remain curious about not only
the business, but the people you operate with, it's a
great opportunity.

| parted ways with Dexia, and the opportunity to
work with China Construction Bank appeared, it
seemed like a perfect fit for me. | think if you respect
people, and if you're culturally curious, and you
respect people for their culture, and their beliefs, and
you treat people fairly, equally, and respectfully, then
you can operate, and achieve good success.

Ira Apfel: How much traveling do you do?

Frank Sansone: | do quite a bit of traveling, and it's
really part of the fun. I've traveled all over the Middle
East, all over Europe, and parts of Asia.

Ira Apfel: What’s changed over the years?

Frank Sansone: What has changed is the key
players. When | look at 10, 20 years ago, the top
banks in the world were not the Chinese. They were
American banks, and European banks. What's really
interesting is to bbe aware that who is on top today
might not necessarily be on top tomorrow. You
need to look forward, and think about who's going
to be where. It’'s one of the reasons | joined China
Construction Bank. It's clear and obvious that China
is a growing place in the finance and corporate side.

Ira Apfel: What frustrates you?

Frank Sansone: Probably the additional enhanced
regulatory environment. | think the pendulum has
swung a little bit too far in the direction of too much
regulation, and it’s certainly hindered a lot of the
growth of the banks.

Ira Apfel: What are you most optimistic about?
Frank Sansone: I'm most optimistic about the
direction of where the global economy is going.

| think that the China growth model is going to
continue, and | think that there’s a tremendous
opportunity for U.S. corporates, and other countries
to just participate in that growth. | think that with
advanced technology and innovation, here’s just a
lot more that can be done in this sphere.

Download the entire interview, and more AFP Conversations, at www.AFPonline.org/Conversations.

AFP Seeks
Board of Directors
Candidates

AFP Board of
Directors

AFP is seeking candidates for their Board of Directors. Interested practitioner members
in treasury, corporate finance or financial planning and analysis (FP&A) should apply.

Please visit www.AFPonline.org/board for more information and next steps or email

driggs@afponline.org

The deadline for your materials is June 15, 2018.
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| want to be like Max.

It’'s never too
late to start fresh

v BRYAN LAPIDUS, FP&A

The Wall Street Journal featured an article about Max Deutsch who
challenged himself to “a series of monthly tasks that were ambitious

bordering on absurd.” Solving a Rubik’s Cube in 17 seconds, learning to play
the sitar, sketching an accurate self-portrait. Challenging chess grandmaster
Magnus Carlsen. Max has a love for learning new things, and apparently the
time to set for himself a goal of learning something new each month.

| am inspired to follow in Max’s footsteps, although | do not have the kind
of time he has to devote to this effort, nor am | about to learn how to land
a standing back-flip. So, in the spirit of New Year’s resolutions, and tailored
for the AFP audience, | will put forth my goals for 2018 of things to learn

and do, one for each month:

Get smart on blockchain.

This is on the list of things |
should have done by now. | bought
Blockchain Revolution by Don
Tapscott book after attending his
session at the AFP Conference in
San Diego, but really | have just
been watching from afar. This year,
I will actually read the book and
think about how it could impact my
company and my personal life.

Meditate.

More than a decade ago, the CFO
of my S&P500 company talked
about the benefit of meditation,
and distributed a CD of how to
teach yourself how to do. | still
have the disk, but have not listened
to it. However, there is sufficient
scholarship and devotees who extol
the benefits of meditation: Reduced
stress and anxiety, improved

concentration and attention span,
improved emotional health and
self-awareness, and improved
mental health.

2 month focus on data management!

- Focus on data science and
data visualization. | will start
with an online course to
introduce me to the topic
and of course, look through
AFP guides and materials on
this topic. However, study
without application is like a
sandwich with only bread, so
that leads to...

- Learn a data management
package. | have people on my
team who mine data for me to
look at...that is not good enough
anymore. “Database thinking”
is so important to how the
world works that outsourcing
this activity is contrary to the
current and future trends in
the workplace—self-service
applications and an intuitive
understanding of data. There
are several competing packages
with free trials that the hardest
part is deciding which one; it
is better to choose one and go
forward than to equivocate.

Refresher on statistics.

This could be a third bullet under
data science, as we are bombarded
with so much information that
managing it well is more important
than ever. Also, with volatility
becoming the new normal,
understanding probability becomes
more important in forecasting and
understanding the options in front
of us and remaining agile in our
thinking. So many options here, the
challenge is which topic and through
which channel. In order to keep this
“attainable” and “time-bound” (in
SMART goal terms, | am leaning
towards an online class.

www.AFPonline.org AFP Exchange | 13



FP&A FORESIGHTS continued

Up my Excel game.

I have gotten to the point in Excel where | know what
| know, but have not advanced beyond that. To keep
me growing, | will sign up for weekly Excel tips to be
delivered to my inbox, look for new applications in my
every day activities, and also look for an online class.

Set an athletic goal.

How does an athletic goal make a list of ways to
improve my game at work? Per the Harvard Business
Review, “Studies indicate that our mental firepower is
directly linked to our physical regimen. And nowhere
are the implications more relevant than to our
performance at work. Consider the following cognitive
benefits, all of which you can expect as a result of
incorporating regular exercise into your routine:

- Improved concentration

- Sharper memory

- Faster learning
Prolonged mental stamina

- Enhanced creativity

- Lower stress

My goal is go back to something | did before | had kids:
Complete a metric century bike ride. My kids are now old
enough that | will try to coax my family into joining me.

Wake up early every morning.

This may be the hardest thing on my list. | am not
morning person, but | tired of my morning-loving
friends who gloat about how much they get done
before | finish my first cup of coffee. | am a night-owl
by nature; | love the hours when the house is quiet and
| get to organize myself. However, as | get older, it is
harder to be productive at late hours, and there is an
increasing body of evidence of the mental impairment
that comes with getting a good night’s sleep. Forbes
reported a list of ten advantages that come with
waking up early, including easier commutes and
quiet time in the office; a feeling of being in control,
optimism, better planning and being proactive; better
sleep rhythms (assuming that | can go sleep earlier). No
more snooze button for me.

Keep a work journal.

How can we lift ourselves out of the thicket of to-do
lists and inbox paralysis? Take note of where you are
and where you are going. HBR notes four benefits to a
work diary: focus on what matters, patience, planning
and personal growth. | can search the web for writing
prompts to help get started. What tasks energized
me or drained me this month? What do | like or dislike
about my colleagues? What are some positive and
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negative things about my work environment? Is there
anything | can do to be happier at work? What are
some pros and cons about my current job? Notice
the strengths of people around me and give credit

or compliments in my journal, which will flow into my
verbalizing them in person.

Reacquaint with old friends and colleagues.
Expanding your social network is a good thing
for personal and professional reasons. People are
happier and healthier in life and in work with strong
relationships. Professionally, the benefits of networking
include sourcing expertise, partners, referrals, and
opportunities. And the “strong benefit of weak ties”
mean that you can tap into networks of people who
are distant from you and significantly broaden your
interactions. There really is little downside, just a
question of how to get started and do it well. Here are
some tips:
- Just do it—No loss if you are not in touch. Most
people understand the benefit of networking
- Know why you are getting in touch
- Keep the first contact light—something simple,
don’t write a huge novel
- Find a reason to get in touch—send an article, ask
their advice, share good news or change of position

Read a book.

| don’t read enough books. | read newspapers and am
addicted to podcasts, but there are some things that
required a long-form content to explain and deliver. |
noted one book above in my blockchain item, the next
one on my list is Vaporized by Robert Tercek, which | also
picked up at AFP 2017 in San Diego. | should set a goal of
one book per quarter, but for me, this is already a stretch.

Pursue a certification.

Continuous learning is important to yourself as
much as it is a signal to others that you are growing
and adapting. What is relevant to you, your employer,
your field, or the field that you want to be in? | already
have my FP&A certification and—true confession—I
was seduced by a Black Friday sale. | bought a course
bundle that offers a Certified Information Security
Manager certification, “designed for information
security managers, the certification emphasizes the
relationship between information security and the
business goals of the enterprise.”

Bryan Lapidus, FP&A, is a contributing consultant and
author to the Association for Financial Professionals.
Reach him at BlLapidus@AllegianceAG.com.
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PAYMENTS ESSENTIALS continued

“Do I think RTP can make a
difference? With thousands of
financial institutions, such a
change is not going to happen
overnight, but I do think the
potential is there.”

Checks: Alive and kicking

The United States is very special in that the
government does not mandate a certain way of making
payments; it is all up to the free market to determine how
things are going to change. But this approach doesn’t
always yield positive results; the U.S. is still heavily relying
on checks, particularly for B2B transactions. Even though
checks are largely considered inefficient and costly, they
are still around because no one is forcing market players
to abandon them.

For corporations, it can be a massive undertaking
to change internal payment system infrastructures.
There has to be a really good alternative payments
system that not only is ubiquitous, but also can promise
efficiencies and cost savings sufficient enough to
provide a clear business case to make a change.

There are of course alternatives to checks; certainly
ACH is filling a very important need for mass transfers,
and cards are very useful for various business
payments. But neither of these payment methods have
managed to dethrone the almighty check. This is why
I'm pretty excited about RTP. It is a new and extremely
fast rail alternative that has entered the market. With
real-time capability and the ability to carry extended
remittance information space, it sounds promising.

Enter real-time

So do | think RTP can make a difference? With
thousands of financial institutions, such a change is not
going to happen overnight, but | do think the potential
is there. Financial institutions won’t want to be left out—
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especially when their competitors can offer their clients
real-time payments. TCH is comprised of banks, and if
RTP begins making headway with corporates, you can
bet that non-TCH banks will want to get in on the action.

| also really like the fact that RTP is about actual
real-time payments. Not long ago there was a lot of
discussion around faster and near real-time payments.
I never really cared for the near real-time discussions.
Why not aim for actual real-time, right away? Real-
time has been done in other countries for years—why
should we do anything less than that? With real-time,
a payment clears and settles within seconds, not
relying on a bank making funds available quickly, etc.
The Swedish system BIiR (Payments in Real-Time)
using the Swish application interface has worked really
well for over five years, although not yet for B2B. The
underlying infrastructure of RTP is very similar, in that
it uses pre-funding to facilitate real-time. It is set up
within the existing infrastructure and can achieve real-
time without new technologies such as distributed
ledgers or digital currencies. This could be important
when it comes to actual implementation. If the changes
a corporation has to do to benefit from RTP are minimal
a major hurdle could be eliminated. It is then up to the
banks to provide the vehicles for RTP usage.

Moving the needle

So, to recap, for real-time payments to truly catch on,
and perhaps finally unseat checks in the B2B payments
sphere, two important things need to happen.

¢ Banks need to get on board. Corporates trust

their banks more than fintech startups who
may be developing other real-time systems.
TCH launching RTP is therefore a big step
towards corporate adoption, and more banks
following suit would only help.

¢ System changes need to be minimal. The

reason checks have hung around for so long is
because upgrading to a better system is costly
and time consuming. The less painful adopting
a real-time system can be, the more likely it is
that it will happen.

Am | looking at this simplistically? Yes, but that is
also one of my points. From a corporate perspective
this needs to be looked at with a simplistic approach.
Otherwise it might just be easier to stay with the check
after all.

Magnus Carlsson is Manager Treasury & Payments, AFRP.



AFP has responded to NACHA'’s request for comment (RFC) on expanding Same Day
ACH. AFP supports the expansion overall, but made some recommendations for how it
could best benefit corporate end-users.

NACHA has proposed raising the Same Day per-transaction limit from $25,000 to
$100,000. AFP supports this measure, as it would expand the service to include a broader
range of transactions. And as treasury professionals have already said repeatedly, the
$25,000 threshold has kept many of them from adopting Same Day ACH.

NACHA is looking to add a third processing window that expands access to later in the
day. AFP believes this measure would provide corporate treasurers with more flexibility
when managing cash. Adding a new window would also make Same Day ACH more
accessible for corporates operating in the Pacific Time Zone; this has been a challenge
to due to the three-hour time difference.

NACHA’s proposal to provide faster funds availability to receivers of both Same Day and
non-Same Day ACH credits also received AFP’s support. Faster funds availability would
add speed and flexibility to corporate end-users of both Same Day and legacy ACH.

AFP also supports exploring ACH processing on weekends and holidays, however,
it noted that there may not be a great need for additional B2B ACH payments

processing. Generally, mass ACH payments are previously scheduled transactions and

are not time sensitive.

AFP noted that faster payments result in faster fraud—and increasing the dollar
amount per transaction means exposing larger dollar amounts to fraud. Thus additional
fraud protections may need to be developed.

AFP stressed that all legacy ACH pricing and products need to remain intact and
available. Disrupting current systems could have a negative effect on the way corporate
treasury professionals do business.

Lastly, AFP recommends that merchants have flexible ACH filters. If someone wants
to shut off the second or third presentation window, they should be able to do so and
collect the next day.

All in all, AFP sees the expansion as highly beneficial; the association simply
encourages NACHA to be mindful of some of the risks and wants to make sure that
corporate treasury professionals can continue to maintain the status quo of their ACH
payments if they choose to do so.

“Overall this kind of extension of Same Day ACH should be welcome as it opens up the
options for corporates,” said Magnus Carlsson, Manager Treasury & Payments, AFP.
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RISK COLUMN

[FRS 9

ROMAN SCHELLER

KEY TAKEAWAYS:

¢ |IFRS 9 is intended to make the hedge
accounting process easier, and to
enable firms to align their hedge
accounting more closely with their
overall risk management strategy.

IFRS 9 is significantly more lenient | |
than its predecessor when it comes | : [

to what can and cannot be treated |
under hedge accounting rules. T B T T

The amount and variety of data required - |
is likely to increase under IFRS 9. | \ g




ith the New Year comes
the new accounting
standard for financial
instruments, IFRS 9, which replaces the
|AS 39 regulations. And with the new
standards come substantial changes to
the way that derivative instruments and
hedging strategies are accounted for, along
with potential benefits for a broad range of
businesses—provided they are able to take
advantage of the opportunity.
The objective of hedge accounting is
to represent, in the company’s financial
statements, the effect of using complex
financial instruments to manage exposures
and the impact they have on profit or loss.
It describes a means of giving fair value to
options, swaps, futures and more exotic
instruments that are dependent on the

changing value of an underlying instrument.

One of the key advantages of hedge
accounting is that it helps to smooth
earnings over time. For firms dealing with
FX and interest rate swaps, or who are
heavily exposed to physical and financial
commodity markets, hedge accounting
reduces the impact of volatility on their
market capitalization and price and
earnings statements.

Understandably, this has been popular
with stakeholders and market analysts alike,
since they prefer smoothed out earning
statements to unexpected shocks. The
problem has been that hedge accounting—
certainly under the IAS 39 regime—was
been far from straightforward and has
required a vast amount of data. The
probability of making a mistake is relatively
high, which has often resulted in withdrawn
and restated earnings. In other words, an
unexpected shock—exactly the opposite of
what was trying to be achieved.

For the reasons listed above, a limited
number of firms have adopted favorable
hedge accounting treatment under IAS 39
and awareness of its implications has very
rarely left the treasury department. So when
the accountants welcome in the New Year
with its replacement, they are unlikely to be
joined by colleagues in the risk management
department—or indeed anywhere else.

However, they will miss a significant
opportunity. The new accounting standard
has much wider repercussions than many at
first assume. First of all, IFRS 9 is intended to
make the hedge accounting process easier,
and to enable firms to align their hedge
accounting more closely with their overall risk
management strategy. In effect, it represents
a move away from a purely quantitative
methodology into something more qualitative.

In practice, this means that instead
of running extensive and complicated
mathematical risk assessments in order to
qualify for hedge accounting treatment, firms
merely have to demonstrate that a specific
derivative instrument fulfills the hedging
purpose as set out in their enterprise risk
strategy. In other words, companies can use
information from their risk policies to justify
their accounting.

By making the relationship between hedge
accounting and enterprise risk management
more explicit, and at the same time removing
the need for rigorous analysis of validated
historical data to justify the positions that have
been stated, the new standard should create a
simpler process overall. The net result is likely
to be that more companies will be able to
adopt hedge accounting strategies—and more
will be able to explain their risk management
strategy to investors as a key part of their
communications strategy.



RISK COLUMN continued

The second point about IFRS 9 is that it is
significantly more lenient when it comes to
what can and cannot be treated under hedge
accounting rules. It means that companies can
hedge a component of their risk—for example,
just the commodity—rather than all fair-value
movements, which can be posted to equity.

The impact of this change could be wide
reaching. While some financial institutions and
major commodity traders found that application of
the old IAS 39 standard was beneficial overall, they
were a fairly exclusive club. But now it is possible
to envision scenarios in which a manufacturing
company would individually hedge one or more of
the contractually agreed components that go into
its final product. In so doing, it reduces the risks
associated with exposure to volatile global markets
and international supply chains.

IFRS 9 therefore could be the catalyst that
draws accountancy and risk management
together. It should certainly make hedge
accounting more accessible to a wider range of
firms. And it may add a new weapon to the risk
manager’s arsenal. But there are some caveats.

Hedge accounting is not a spreadsheet process.
Swapping market risk for the operational risk of
non-specialist tools does not represent much of
a step forward. Hedging strategies may backfire
without the proper tools to accurately gather,
assess, analyze and integrate risk.

The amount and variety of data required is likely
to increase. Under the new standard, firms are
required to incorporate credit risk considerations
into the valuation of their financial assets and
liabilities under an expected credit loss model.

This adds complexity to general accounting
requirements, because firms need more data to
calculate those potential losses. They need to know
what the probabilities are of default; they need
recovery rates and to make a decision on types of
data to support the expected loss calculation.
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Nor can firms opt for complete abandonment
of the quantitative approach. To date, hedge
accounting has required firms to obtain concise
and reliable information, which, in turn, supports
an enterprise-wide view of a company’s real and
potential risk exposures. Shifting to a qualitative-
only approach can obscure this view, and may
weaken hedge accounting practices—even when
internal risk management guidelines are met.

A commitment to hedge accounting is therefore
still not something to be undertaken lightly.

The policies and procedures for aligning risk
management activities and treasury need to be
supported by centralized and integrated systems
designed for the task. Disparate systems are the
easiest way to lose control of the data needed

to inform company strategies and to build up
information silos that restrict the effectiveness of
those strategies.

Integration is also essential to prevent data
quality and integrity from being compromised
whenever hedge accounting figures created in
one system flow to another. Such an integrated
solution gives firms a holistic view of their risk.
An integrated system also enables firms to
directly calculate valuations from the underlying
transactions and asset values—without having
to stage data across from other sources— and
recalculate values in response to changing data.

With data flowing seamlessly from front to
back, accountants, risk managers and even
auditors can see precise valuations at any given
point, down to a very granular level.

The advent of IFRS 9 is a timely one. Hedge
accounting looks more appealing in the light of
increased uncertainty in international geopolitics,
climate and demographics. It opens up the
possibility of compliant hedge accounting to
more firms—and it allows more of our businesses
to protect themselves, their shareholders and
their customers from the consequences of that
global uncertainty. The only question for those
businesses is this: is taking advantage of IFRS 9
on your list of New Year’s resolutions?

Roman Scheller is principal consultant, strategic
client services, for Openlink.




TREASURY ESSENTIALS

MakeYour

CHOICE

Choosing an optimal treasury management
system in the changing vendor landscape

PAUL BRAMWELL, CTP

Technology is an incredible enabler, allowing the end user to solve the ageless
conundrum of how to do more with less. Most of us have been instructed to
achieve the more-with-less goal at some point in our careers, and this imperative
has driven the advance of technologies in all areas of business, especially in treasury.

‘ www.AFPonline.org AFP Exchange | 21



TREASURY ESSENTIALS continued

Treasury management systems (TMS) started
to emerge back in the late 1980s, with a few
software companies creating powerful systems
that would track a corporation’s cash position,
payments, foreign exchange commitments
and forecasts, loan obligations and investment
positions. Those early days saw a rapid increase
in the functionalities offered to the treasury
group, allowing them to focus on the strategic
rather than the operational—but it came at
a cost. Such a system was prohibitive to the
majority of smaller companies, due to upfront
costs, initial implementation and an IT footprint
that was off limits to most.

Fast forward to 2017 and we have seen
significant changes in the TMS world—a
plethora of systems that all seem to do the
same thing, and a choice of deployment
technologies ranging from the classic self-
installed and self-maintained to multitenant
hosted solutions on one of the seemingly
ubiquitous clouds. Over the decades, there have
been solutions that stood the test of time and
still exist (albeit newer iterations), and there
have been many systems that have come and
gone—some that created an almost iconic
status for a period of time.

Selecting a system

Given the complexity of building, supporting
and developing these systems, and the constant
drive to be competitive in the marketplace,
there also has been significant vendor
consolidation, resulting in a few vendors owning
a sizable proportion of the available technology
solutions. The disappearance of certain
systems, along with vendor consolidation
and the number of new technologies and
partnerships, has increased the importance of
making the right choice when selecting treasury
technologies to take you through the next
decade. Most seasoned treasury professionals
have gone through at least one treasury system
implementation, and the vast majority are keen
not to repeat the exercise on a regular basis.

When embarking on a system selection or
implementation, it is important to tap into your
previous experience or seek out a resource in
treasury who is seasoned in this process to help
you select a system that helps achieve, and
even exceed, your goals for a TMS.
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What type of buyer are you?
The optimal path to selecting the right TMS
depends, to some extent, on the type of buyer.

Figure 1
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The first-time buyer typically is migrating from
spreadsheets and manual processes or banking
platforms that offer rudimentary functionalities.
For this buyer, it is important to understand
what is possible within a holistic TMS.

The second type of buyer may use a platform
that has been in place for many years that has
become increasingly difficult and expensive to
support. Factors driving this type of buyer may be
outside of the treasury group’s control and driven
by IT or a lack of support from the vendor.

The third type of buyer is one who uses
a TMS but has become disaffected with the
solution vendor or has found the platform
to be short of critical functionalities that are
becoming increasingly necessary. For example,
this buyer may use a multitude of spreadsheets
that proliferate around the treasury department
to achieve what was once the promise of the
TMS. While functional deficiencies may be
overcome, it may be difficult to overlook a
lack of or a poor relationship with the vendor.
However, it’s critical to note here that very
often functional deficiencies are actually
perceived functional deficiencies and, in this
case, perception may not be reality.

The next type of buyer may have gone or is
going through a corporate transaction, such as
a merger, acquisition or carve-out. The treasury

Source: EY
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group may find itself with two systems in the
event of a merger or a choice of replicating
the current environment (/ift and shift) in

the event of a spin-off. Usually, groups going
through this type of transaction are pressed
for time, and the path of least resistance
often is proscribed, even if it's not preferred.
In either case, there are pros and cons, and
with adequate planning and advice, making a
decision should be straightforward.

The final type of buyer is one who may be
subject to a corporate initiative or mandate
to move everything to one single solution.
That single solution is very often the existing
enterprise resource planning (ERP) system,
which likely will have a built-in treasury
functionality. This area of the TMS market is
replete with apocryphal stories and urban

myths, and it is important to map out objectives,

a path to achieving those objectives, and
perform and complete an analysis of the truth
behind the myths.

Figure 2: 76 percent were satisfied with their current TMS
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Source: TMS Survey 2014 Survey on Treasury Management System
Satisfaction, EYGM Limited

What you should consider
Functional requirements

Before thinking about talking to vendors and
analyzing the TMS landscape to find the optimal
solution, you should answer the question, “What
am | trying to achieve?” If you can’t answer
that question succinctly and with a clear set of
objectives, you may not be ready.

A precursor to any successful project is a
clearly defined understanding of the current
state and target state. A treasury group’s current
state may be manually intensive, replete with
inefficiencies and control issues, and wholly
suboptimal. A target state objective is usually to
remove these inefficiencies, control issues and
dysfunctional operating procedures and replace
them with leading practices, where possible. The
biggest single problem, however, can be the fact
that most companies don’t know what they don’t
know. This is where attendance and participation
in conferences, such as AFP, along with local
chapters and thought leadership, are critical.
Treasury professionals should become familiar
with the art of the possible in terms of leading
practices, novel ideas, creative solutions and
learning from those who have been there before.
Consider:

* What types of transactions and what volume

are you likely to have in the future?

* What would be nice to have rather than a
must-have?

* Are you willing to be flexible?

* Do you want to be leading-class or have the
best in cost?

Factors to consider in technology include:

* Do you have the availability of a supportive
IT group?

» Does your company have an appetite for
public or private cloud-based solutions?

* How stringent are your security and control
requirements?

* Do you desire the ability to customize a
solution or integrate it into a broader digital
environment within your organization?

Your ability to answer these questions may
start to narrow the choice of solutions available,
and agreeing on these ahead of time should
prove beneficial.

Vendor analysis

Caveat emptor is a wise adage to bear in mind
when selecting both a vendor and a system.
There are both good and bad stories surrounding
nearly every vendor, and it’'s important to select
a system based on fact rather than myth. Just
like buying anything, you need to be able to do
the research to be sure you are making the right
choice. Keep in mind that a request for proposal
likely will be returned with “yes” as the most
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common response from vendors, regardless of
the question. While the responses may truthfully
be yes, it's important to understand what that
yes answer really means. It is also important

to forge a relationship with a level of trust and
mutual respect that will carry on into the future
and get a clear understanding of a vendor’s
vision for its products.

Getting the right people involved from the
beginning will smooth the path to a successful
selection, contract process and delivery.
Consider involving your entire treasury team,
both domestic and international (if appropriate);
IT; procurement; the project management office
team (if applicable); accounting representatives;
the ERP team; a dedicated group within treasury
that will be responsible for the project; and,
importantly, trustworthy advisors.

Where will you go from here?

Once you have selected your optimal TMS and
deployment methodology and achieved your
goals, it is important to protect your investment.
You can do this in a number of ways, such as:

« Documenting your implementation, including

all of the key decisions and considerations
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* Creating a user guide or manual for new staff

* Creating training guides for certain modules,
such as frequently asked questions, setup
guides, recorded video sessions, etc.

» Setting aside a budget for training every year

* Getting involved with the vendor’s user

groups and being invested

* Being open to change and adapting.

It was mentioned earlier that certain buyers are
in the market due to perceived system deficiencies.
These deficiencies very often are only perceived
deficiencies, which can be readily overcome and
potentially even avoided by implementing the six
steps above. Once you have a path marked out to
achieve those things, you should be well set up to
select and implement your TMS.

This material has been prepared for general
informational purposes only and is not intended
to be relied upon as accounting, tax or other
professional advice. Please refer to your advisors
for specific advice.

Paul Bramwell, CTR is principal of the
Global Treasury Services practice at EY.
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Survey: 32 percent of treasury and finance execs
are unprepared for new technology risks

Treasury and finance executives have many concerns but preparing for
technology risk seemingly is not one of them.

The 2018 AFP Risk Survey, supported by Marsh & MclLennan Companies’ Global Risk Center,
polled 614 senior-level treasury and finance executives. Though a majority of respondents to
the annual survey cite artificial intelligence, robotic process automation and data engineering as
technologies that could expose their companies to some risks, a mere 14 percent say they are
“significantly prepared” to manage them effectively. More than half (54 percent) say they are
only “moderately prepared.” Nearly a third (32 percent) admit they are not prepared and are
taking steps to prepare—or not taking steps at all.

Cybersecurity risk is among the various risks cited as a consequence of using new technologies.
Three quarters of survey respondents report that new cybersecurity risks have emerged at their
companies as a result of increased use of new technologies. Operational risks and business
continuity risks also are cited as consequences of the introduction of new technologies to the
treasury and finance function.

“Treasury and finance executives may not be adequately focused on risks stemming from
emerging technologies that could affect the very existence of their organizations,” said AFP
President and CEO Jim Kaitz. “Today’s risks center less around traditional finance and more on
new technology like artificial intelligence, blockchain, robotic processes and malware. To meet
these challenges, treasury and finance executives must acquire new skills and knowledge—even
a new mindset.”

When asked to list the top three risks that will impact their organizations, nearly two thirds
(65 percent) of respondents said their greatest concern was strategic risks such as industry
disruption and competition. Cybersecurity risk came in second at 52 percent, and political risks
and regulatory uncertainty ranked third at 38 percent.
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AFP RESEARCH: 2018 RISK SURVEY continued

Current Risks and Anticipated Concerns for Risks Over Next Three Years
(Percent of Respondents Who Rank Risks in Top Three)
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Forecasting risk Significant concerns

Forecasting risk continues to be a challenge
for a majority of finance professionals. Seventy-
one percent of survey respondents report that
forecasting risk is either as difficult or more
difficult as it was three years ago. That percentage
is lower than the 84 percent who held the same
view last year. At the other end of the spectrum,
29 percent of survey respondents indicate that
forecasting risk is easier than it was three years
ago, significantly more than the 17 percent who
held the same view in last year’s survey. Fifty-
four percent of survey respondents anticipate

forecasting risk will be more difficult in three years;

only 16 percent believe it will be easier.
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The majority of respondents, 65 percent, ranks
strategic risks (which include competitor and
industry disruptions, among others) as the top
risks impacting their organizations. Over half (52
percent) report that cybersecurity risks need
to be watched closely. Ranked a distant third is
political risks and regulatory uncertainty within
the United States.

Looking ahead

Survey respondents reveal that strategic,
disruptive technology and cyber risks remain
the top areas of concern for the next three
years. In addition to these risks noted by survey



respondents, we anticipate that in the future,
financial risks will also be on the radar of treasury
and finance professionals, suggesting the
presence of risk in organizations’ strategies, from
the business environment, and possible regulatory
risk resulting from any new reforms implemented.

New technology fallout

Three quarters of corporate practitioners
report that cybersecurity risks have surfaced
at their companies as a result of the increased
use of new technologies. Slightly less than half
cites operational risk as a concern (47 percent),
followed by business continuation (41 percent).
The adoption of new technologies has resulted
in treasury and finance practitioners managing
cyberrisks almost twice as much as business
continuation and errors and omissions risks.
Prudent expectations are clearly evident, as
treasury professionals believe that cyberrisk or
the connectivity to the external environment
will be of concern as organizations connect
extensively to artificial intelligence, robotic
process automation and data engineering
technologies. Over a third of survey respondents
report they are managing risks from errors and
omissions, suggesting that there are some flaws
in new technologies being implemented.

What’s ahead

Research findings reveal that strategic risks
are of significant concern to finance leaders at
organizations and they will continue to be a top
concern in the next three years. Regardless of
how aware finance professionals are of strategic
risks, those risks are difficult to plan for and
challenging to control.

Strategic goals and decisions implemented by
organizations may not be able to withstand a
disruption in the industry or market in which they
operate. Cybersecurity risks are also considered
significant; these risks are not only important
today—they will continue to be top of mind three
years from now. Technology disruptions are also
being noted by practitioners, as over one-third
of them feel such disruptions will be a significant
risk over the next three years.

Treasury and finance professionals anticipate
that artificial intelligence will increase risk
exposure to some extent, as will spreadsheets.
Most companies have revised control processes

AWOL: Formal Risk Appetite Statement

As organizations navigate both the risks and opportunities
in a shifting risk landscape, management face the
guestion: Should we take this risk? Yet many organizations
have not defined their risk appetite to provide clear
guideposts to decision making. Risk appetite, as defined
by the Institute of Risk Management, is “the amount and
type of risk that an organization is willing to take

in order to meet their strategic objectives.” Although

54 percent of organizations currently lack a formal risk
appetite statement, 17 percent are in the process of
developing one. Slightly less than half (46 percent)
indicates their companies have a risk appetite statement,
and only a quarter of those respondents indicates their
organization’s risk appetite statement is both qualitative
and gquantitative.

Treasury and finance professionals often ARE
perceived as the risk managers at their organizations.
They need to consider implied methodologies that come
from the CFO in terms of applying hurdle rates and
internal measures. Managing cash is one example: the
majority of cash balances in money funds in 2016 shifted
from prime to government money market funds as a
result of the floating NAV which primarily increased the
risk of principal loss. The risk appetite statement can be
applied in the calculation to make acquisitions, spend
cap ex, and develop Weighted Average Cost of Capital
(WACC) calculations. This can be further quantified by
the utilization of currency/country risk for business, credit
ratings for company subsidiaries, following specific risk
methodologies and employing insurance related
products as well.

to manage cybersecurity risk as a result of
increased use of technology.

Treasury and finance professionals are well
aware that risks will occur with an increased use
of technologies. Over half of practitioners believe
their companies are moderately prepared. But
only 14 percent of organizations are significantly
prepared to manage these risks. To alleviate
the impact of risks resulting from technology
disruptions, a greater share of treasury and
finance professionals need to be confident
their organizations are significantly prepared to
manage these risks.
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positive outlook for the global
economy shouldn’t engender
complacency. While new growth
opportunities for businesses are emerging, so
are new vulnerabilities. Resilience needs to
be a priority in a rapidly shifting global risks
landscape that’s being driven by a confluence
of disruptive technology, major shifts in
geopolitical imperatives and an increasingly
polarized society.
The average time companies spend in
the S&P 500 index has already decreased
from approximately 60 years in the 1950s
to 12 years today. The velocity of change
and range of potential shocks in today’s
environment are putting further pressure on
business leaders to increase their internal
pace of organizational response to maintain
or grow their market position.



Biggest concerns
The Global Risks Report 2018, prepared by
the World Economic Forum with the support
of Marsh & McLennan Companies and other
partners, evaluates the major threats facing the
world over the next decade. It draws on survey
data provided by nearly 1,000 members of the
risk community, spanning business, government,
academia and non-governmental organizations.
The survey revealed deep pessimism about
the direction of international relations. Fully
93 percent of survey respondents from across
the global risk community expect that political
and economic confrontations between major
powers will increase in 2018. There were high
levels of concern about an increase in state-on-
state conflicts that may draw in other countries.

Western respondents also highlighted growing
concern about economic protectionism.

Technological risks are seen as a rising
global threat. Business leaders in advanced
economies rated large cyber attacks to be the
top risk for doing business in their respective
countries, and respondents in most parts
of the world anticipate these attacks will
intensify in 2018. Societal risk emanating from
the increase in media echo chambers and fake
news is also expected to grow.

On a longer-term horizon, environmental risks
ranked highest in both likelihood and impact.
Extreme weather and failure to adapt to climate
change showed the greatest leap in concern
since last year’s report, perhaps reflecting the
hurricanes, earthquakes and wildfires suffered
during September when the survey was open.
However, even before the devastating events of
2017, apprehension in this area was strongly
reflected in the survey results.




RISK MANAGEMENT continued
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Cyber threats

Cyber breaches recorded by businesses are
escalating, having nearly doubled since 2012.
Attackers have become more sophisticated and
persistent, and more incidents have had systemic
ripple effects. Adding to the challenge, cyber
exposure is growing sharply as companies
become more dependent on technology. For
example, the explosive growth in interconnected
devices, from 8.6 billion today to an estimated
20 billion by 2020, and the increasing use
of artificial intelligence expand the attack
surface significantly. And the potential for
state-sponsored attacks is escalating given the
heightened friction in the geopolitical climate.
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Awareness of this challenge is growing
and investment in cyber risk management
is increasing. However, cyber is still under-
resourced in comparison to the potential scale
of the threat, especially when considered in
the context of a more familiar issue — natural
catastrophes.

Analysis suggests the takedown of a single
cloud provider could cause as much economic
loss as Hurricane Katrina. And while it’s not
exactly apples to apples, the annual economic
cost of cyber crime is now estimated at more
than $1 trillion, a multiple of 2017’s record-year
aggregate cost of approximately $300 billion
from natural disasters.



Although cyber risk management is
improving, organizations need to invest far
more in resilience efforts to prevent the same
“protection gap” between economic and insured
losses that we see for natural catastrophes.
Businesses also generally need to rebalance
their initiatives from prevention toward response.
Research suggests that only one third of

One clear takeaway from this year’s
Global Risks Report is there’s a wide
array of potential shocks that could
emerge at this time of rapid technological,

companies have prepared an incident response
plan for a major cyberattack.

Economic risks

One clear takeaway from this year’s Global
Risks Report is there’s a wide array of potential
shocks that could emerge at this time of rapid
technological, political and societal change. With
firms more leveraged that they were a few years
ago—the debt-to-equity ratio has nearly doubled
since 2010 for the median S&P 1500 company—
they are even more vulnerable to these potential
shocks and surprises.

Adding to the economic fragility, global debt
has risen to a record $233 trillion, and at 318
percent, the global debt/GDP ratio remains near
its all-time high. Asset prices in some sectors
are at historically high levels and persistent low
commodity prices continue to rattle exporter
countries and their neighbors, with political and
societal implications. Structural issues such as
income inequality, rising health care costs and
diminishing long-term retirement security also
show little sign of being resolved.

Against this backdrop, how will investor and
corporate confidence fare in the event of a major
geopolitical altercation, an aggravated trade
stand-off or a technological catastrophe—none
of which are implausible?

Businesses should devote more resources to
evaluating—and planning as best they can for—
emerging threats. This doesn’t mean attempting
to predict the future. Instead, it’s more about
using a range of plausible future scenarios to
challenge prevailing corporate assumptions and
inform senior management decision.

A thorough characterization of the top
emerging risks involves assessing what’s
shaping each risk, its likely trajectory and

political and societal change.

its potential consequences—with a view to
determining where it might affect the firm, the
nature of the impact and the time profile of

the damage. This helps clarify the materiality
of each risk, and provides an initial steer for
which strategic plans should be reviewed more
extensively and the actions that should be
taken to mitigate the risk in these plans. Better
resilience can be achieved with a dual focus on
risk prevention and risk response.

The path forward

More than ever, leadership teams need to chart
a course for their companies with bold strategic
ambition to capture emerging opportunities and
rigorous resilience planning that matches up
against the complex set of risks in the current
global landscape. Indeed, the need to focus on
strategic risks over the near term is high on the
minds of financial executives.

The 2018 AFP Risk Survey showed that
strategic risks are overwhelmingly ranked as
the top risks facing companies—with cyber
risk ranked second. Companies that work to
understand these risks and other potential future
shocks will be best positioned to find sustainable
growth opportunities in today’s dynamic
business environment.

John Drzik is the president of Marsh Global Risk
and Digital. He is also chairman of Marsh &
McLennan Companies’ Global Risk Center. Prior to
this role, John was CEO of Oliver Wyman.
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Hedging is changing
dramatically.
Tony Capozzoli of

Deutsche Bank explains
how he keeps up.

IRA APFEL

here is so much going on in the world of

hedging these days—perhaps more than

there has ever been. Fiat currencies are more
prone to uncertainty and radical swings than ever,
and now there are new hedge accounting standards,
a new voluntary code of conduct and, of course,
cryptocurrencies like blockchain and Ethereum.

Tony Capozzoli, a director with Deutsche Bank,

deals with these challenges every day. Capozzoli
provides quantitative risk analysis and hedge
optimization for Deutsche Bank’s corporate clients.
He holds a PhD in mathematics from the University of
Chicago, where he also teaches a course on hedging.
He recently spoke to AFP Conversations podcast.
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Ira Apfel: You quantify risk for corporate
clients. What are some things that you’re
looking at to quantify? How do you arrive at
those figures?

I'd like to say the easy part is
looking at the market and assessing how much
volatility is in each currency. I'm going to stop
there for a second on that side of it, and we’ll
pretend for a second that that’s easy. Then the
hard part is turning around and saying, “Well,
what is that going to actually do to a company?”
You know, if the euro goes down 10 percent, 20
percent, how does that impact the firm?

Now, companies themselves really have to work
through how they think about that and how they
think about that specific question of, if we have a
certain FX scenario, a certain FX movement, they
really need to ask questions like, “Will we have
competitive pressures that’ll stop us from repricing?
Will we be able to pass through some of that FX risk
onto the client base, or can we absorb it somehow,”
by maybe changing their sourcing, changing
something about their operations? I like to say that
that’s the hard part.

Ira Apfel: I think, to your point, it’s probably
easier to assess the risks of currencies, because
there’s no outside influences. Whereas if you’re
working with a company there are all these
other human components in there that can make
it a lot more difficult to quantify.

It does. It makes it very difficult.
On one level, that is what treasury management
and senior management, to be blunt, get paid to
do, is to understand how to operate the firm, how to
deal with these external forces. The same way that
businesses deal with their operational risks, which
the way I look at it is there’s a certain amount of
necessary compartmentalizing, sort of divide and
conquer, and I think you see the same thing with
a difficult question like how does currency impact
our firm. Well, how does currency impact our firm?
For a big multinational, it impacts it in almost every
way, in almost all the operations.



“The easy part is looking at the market and assessing how much
volatility is in each currency. Then the hard part is turning around
and saying, ‘Well, what is that going to actually do to a company?’”

Ira Apfel: Do you like delving into the
minutiae with the treasury staff who’s
really charged with this, or do you prefer
the big-picture talk with the CFO and the
treasurer about it?

The answer to your question,
kind of what my favorite part of it is or what I get
the most engaged in on an intellectual level, it’s
the questions we were talking about a second
ago. You know, how these currency movement
impact the firm, and then specifically how the
firm deals with it. T like to think of myself as
a kind of closet investment banker or closet
corporate finance person.

The one other thing I'll say about it ... and this
is the hardest question of all, and I don’t think
really has a right answer, but the academic side
of me is pretty interested in this: From a very
big-picture, firm valuation point of view, there’s
a fundamental debate over how much currency
impact can investors themselves manage. If
you run an international portfolio, you buy a
company that has a lot of euro sales.

On one level, you kind of know that if the
euro goes down, it’ll impact the value of that
firm, but then there’s the question of wait a
minute, there’s lots of exposures and lots of
detail that only the firm management itself
has details on, proprietary information. You
might publish the geography of your sales,
but you typically don’t publish or disclose
the geography of all of your expenses and
all of your sourcing, and you certainly don’t
disclose a bottom line, this is exactly the
exposures that we have, on the detail. That’s a
real competitive, proprietary type thing.

Ira Apfel: You spoke at AFP 2017

about cost-benefit analysis for FX risk

management and evaluating alternatives.

What alternatives are you talking about?
Usually what we talk about

is how to do the hedging, how you make that

decision, that kind of thing. What I did with

1000 “L"
0.0029(0.1

vU000(0.08

AR Ex¢c
-

78/2014,
.

this session is I tried to take a little bit of a
different view, so that the quick answer to your
question is, “Well, you know what, I actually
did not talk about any alternatives.” What I
really mean by that is it can be a framework
that you apply to real high-level stuff. Like your
CFO says, “We have a current hedging policy,
currencies that we hedge, amounts that we
hedge, a process for when we do the hedging.
Maybe we should change that.” You have an
alternative policy, and then there’s the question
of, “Well, how do we decide whether one
policy’s better than the other?”

One really extreme example, what if the
CFO says, “Well, maybe we should just get
rid of the program and just go to not hedging
at all,” which I think of as yet another
alternative policy? This framework is a way of
measuring, as you saw in the title, costs and
benefits. How do you measure the costs and
benefits of in this case two different hedging
policies, but the framework can also be
applied to a more tactical thing.
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In the big picture these are actually
pretty simple. They’re more adjustments
to the hedge accounting rules. The
language of hedge accounting really
stays the same, and what the Financial
Accounting Standards Board tried to

do is make certain aspects of hedge
accounting easier.

Ira Apfel: There are new hedge accounting
standards coming in 2019. You can already opt
into it right now. What are they, and what do
they mean for treasury and finance?

In the big picture these are
actually pretty simple. They're more adjustments
to the hedge accounting rules. The language of
hedge accounting really stays the same, and what
the Financial Accounting Standards Board tried
to do is make certain aspects of hedge accounting
easier. To be specific, with currencies there’s one
thing that’s very, very annoying. A lot of clients
have to deal with this idea of, if we have let’s say
revenues coming in in a particular month, and they
go ahead and hedge out to that month, then there’s
a question of do we pick a specific day that we
hedge to? Do we have to do more than one hedge
to cover a certain month?

What’s happened over the years is there’s been
a need to actually do some quantitative testing and
then some documentation on something that, to be
frank, is kind of silly enough, of am I getting this
receivable on the 15th of the month or the 20th of
the month. The FASB has seen that and said, “You
know what, you can aggregate all your exposures,
your currency exposures for a given month, and
treat them all as one block,” so that’s easier.

There’s also an effectiveness testing that needs
to be done whenever you don’t have one of these
perfect match or critical terms match situations.
Basically what the FASB has done is made that
testing easier, made certain circumstances where
you actually don’t have to do it at all. You might
just do it once at the beginning and then apply
more of a principles-based approach, and not have
to run quantitative testing.
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An additional thing they’ve done which is the
concept of, I have a hedge that’s a good economic
hedge, and my accountants agree it’s a good
economic hedge, but there’s sort of a little slippage
or what they used to call a little ineffectiveness in
it. That was something you used to have to break
out separately and report on a separate line, so
kind of do a mea culpa and say, “Oh, there’s some
P&L, some profit and loss from my hedge, that
didn’t quite match my underlying.”

Now what the FASB is saying is, “If you can
establish it's a good economic hedge, comply with
these hedge accounting rules, then that’s that. The
entire gain or loss of your hedge, of your derivative,
will go in the same place as the underlying.” It really
makes the hedge accounting rules much simpler.

Ira Apfel: What have you learned from your
students that you’ve put into play when you’re
talking to your corporate clients?

My students in particular ask
lots and lots of questions about the characteristics
of the FX market, and really the thing they ask
the most about has a little bit to do with sort of
the type of training and the type of program that I
teach in. They want to know where currency rates
are going, and I'll kind of explain that a little bit.

A lot of these folks, some of them are very
interested in getting into risk management, and their
training is to learn the quantitative techniques to do
that, but some of them want to risk-manage in the
sense of running an investment fund or running a
hedge fund. What they’re looking for ... and I'll say
some of them may be a little naive when they’re
starting out ... is “ how do I predict currencies?”

Now, when I started doing this thing ... and
it’s six or seven years I've been teaching this
course ... [ have to say I'd just really roll my eyes
and give what’s a pretty standard remark that we
give in the foreign exchange business, at least
from the bank side of it. “If I knew how to predict
currencies, I probably wouldn’t have the job that
I have. I probably would be running a hedge fund
myself.” Having said that, I think that persistency,
combined with a certain amount of optimism.

To hear the full conversation, and more

AFP Conversations with treasury and finance executives
visit www.AFPonline.org/Conversations.
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Would you outsource
yourself? Hedge funds do.

At the annual Battle of the Quants conference, hedge retain the specialized, in-demand skills they required to
funds invite freelance developers to write algorithmic satisfy their comments.
trading programs, then back-test them against actual If you don’t believe gigs are coming to finance, here are
data to simulate performance. The funds can choose some projects posted from one professional freelancer
to buy the best algorithms and then share in the profits ~ site that show what is being sought and sourced:
generated in the open market. ¢ FP&A Best Practice Process Analysis, posted by

The so-called gig economy has come to asset Leading Consumer Goods Company
management—and likely finance too. To some - Global FP&A company at leading multinational
extent, there have always been temps, contractors, consumer goods company is looking for a
consultants and seasonal employees. The “best practice” process analysis for its global
difference is that the gig economy has given birth accounting processes
to the development of numerous online market - The consultant is meant to analyze the current
sites to aggregate supply and demand and lowering balance sheet review process
transaction costs where workers and employers can e Senior FP&A Resource Needed, posted by Global
meet, interview and hire. PE Fund

By 2020, Intuit forecasts that 80 percent of large - We are PE backed retail business that needs a
companies will substantially increase the use senior FP&A resource to help with clean up data
of a “flexible” workforce, and LinkedIn expects and help us think about creating dashboards.
that 43 percent of the U.S. workforce will consist ¢ Retail Financial Modeling & Planning, posted by
of freelancers, up from 6 percent in 1989. PWC Fortune 500 Bev/Food Company
launched its own site in 2016 because they could not ¢ We are looking for an experienced financial modeler
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and skilled project manager to help us part time for 3-4
months...enhance an existing multi-country master
financial model focused on operations & P&L's...
create financial and performance tracking reports...
capture data from internal markets to populate and
update reports...conduct analysis and produce PPT
recommendations and summaries to guide our new
business unit through the financial planning cycle
(1 year plan)

e Immediate need Building an IT business case

for CPG company, posted by Leading

Beverage Company

- We are a leading consumer goods company
looking for assistance in making an internal
business case for a new IT implementation.

From the corporate point of view, there are two benefits.
First, you can hire the exact skill set that you need. Second,
the on-demand workforce allows employers to on-board
(and off-board) contractors quickly, renting the capacity
they need with reduced finders fees or consulting overhead
premiums built in. It is like software as a service, but with
people. Busy periods, such as budgeting time or ad hoc
projects that overload staff, can be outsourced. This may
happen today with contractors or temps, but the increased
ease, lower cost, and wider net for specialized talent
facilitate all these aspects to make them more prevalent.

Of course, there are challenges to this. First is
risk; hiring someone through a web portal is akin
to online dating. It could be great, or it could be a
bust. How do you hire a good freelancer? Here are a
few recommendations:

¢ Find someone who is passionate about what you

are hiring them for. Ideally, you will have many
people bidding on your project, so find someone
who loves the challenge you are putting in front of
them: building financial models, data mining, web
design, and visualization. I knew I met an Excel-
lover when he told me that he made a pointillism
picture of his fiancé in Excel by coloring cells.

¢ Hire them for their best skill. Freelancers may

have a long list of things they do well, but you want
them for the things for which they are GREAT.
These will be near the top (and will coincide with
the point on passion).

¢ Evaluation communication skills. Key to success

in any project, and even more so when the person
is remote or a new, is the ability to communicate
expectations, progress, work, challenges, and
questions. Define the format of communication—

36 | AFP Exchange Spring 2018

text, phone, email, Slack, other—and set
your expectations.

¢ Look for a history of good work. As for referrals,
examples of past work, or rankings on gig platforms.

¢ Develop a broad network for sourcing freelance
talent so that you do not need to hire strangers.

A second challenge is the signal that it sends to
existing staff, who may feel threatened to learn that
competing talent is only a click away, or that growth
opportunities are sent outside the company rather than
being given to existing full time employees.

e Manage the potential anxiety of your existing
team by introducing gig work to your staff as a
positive, roll it in slowly as auxiliary staff during
busy times or for rote work, and if it is a matter
of hiring expertise, then pair the freelancer with
existing staff in order to transfer knowledge to your
team. Make your current staff a part of the process
to ensure their buy in.

¢ Develop project management skills among your
full time employees as the future of work is around
collaboration on specific projects.

¢ Explain freelance versus FTE roles. To the
extent possible, develop a policy (or at least an
explanation) of why certain roles go to freelancers
so they do not feel that it is job replacement—rote
work, seasonality, expertise, experimental projects.
Try to avoid replacing FTEs with freelancers.

A third challenging is having the freelancer deliver on

the work itself.

¢ Focus on the specific piece of work rather than
the overall job, and make sure the project is tightly
defined in terms of deliverables, process, location,
and timing.

e Develop a rapport. Think about questions of
teamwork and culture adapted to this virtual
work. Initial face-to-face meetings will ease future
conversations. Supplement with video conferencing,
hang-outs, and even water cooler chatter, such as
a chat space on Facebook where the team can talk
about non-work related items. Talk about culture
and communications more than you normally
would, and then live up to your own expectations.

¢ Treat freelancers like the future of work, because
likely it is.

Bryan Lapidus, FP&A, is a contributing consultant and
author to the Association for Financial Professionals.
Reach him at BLapidus@AllegianceAG.com.
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Do the

The gig economy part 2: FP&A employees

Would you outsource yourself?

On page 35 I wrote about the future of gig workers (or
freelancers) as a growing part of the economy from the
perspective of employers who are hiring gig workers at
an increasing rate across all types of professions. As
with all markets, if there are buyers, then there need
to be sellers of services; in this case, the individuals
offering themselves either in addition to or as an
alternative to traditional employment.

If you are considering joining the gig economy as a
finance professional, start by thinking about you can
position yourself for this work environment ahead. The
first question to ask is whether your freelancing effort is
a replacement for full-time employment or a supplement
to your day job? There are lots of benefits to being
on staff as a full-time employee (FTE), that generally
include a steady paycheck, paid sick days and vacation
days, health benefits, and the employer paying half the
employment tax. Of course, the attraction of freelancing
is to choose your work, manage your schedule be your
own boss, get the upside of all your efforts, and maybe
start your own company.

Freelancing as your full-time gig
This becomes a lifestyle, as you are now in

business for yourself. That means you are always

marketing and selling business, even while you are

completing the work. It is critical to build a pipeline

of work, and to make sure that your personal life

can handle the ups and downs of periods of slack

and business.

¢ Try the electronic platforms. Applying for

positions on the common job platforms is a bit
like looking for jobs through online sites—there
seems like there is a lot out there, the effort to
search and apply is low, but the success rate is
very low. In addition, these marketplaces lead to
increased competition which drives prices down.
Good for companies, bad for freelancers. Certain
professions “sell well” such as banking and
consulting; other backgrounds may be harder to
sell. There are several large platforms, including
Upwork and Catalant; PWC launched its own
site in 2016.
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“As an individual seeking

a gig, the hardest part is
getting the first one that you
can list on your resume and
get positive referrals.”

Network. A lot. I know several independent
consultants with great expertise who have never
gotten work on the boards, but do better with
referrals and long-term clients. The relationship also
represents lower risk for employers and may allow

you to charge slightly more than you could otherwise.

Design your e-commerce strategy. Develop a
website, write a blog, tweet yourself, write content
marketing for associations or vendors, just get out
there in a way that demonstrates expertise.

Get that first job under your belt. As an individual
seeking a gig, the hardest part is getting the first one
that you can list on your resume and get positive
referrals. Prospective employers are hesitant to take
that risk on someone who is not reviewed, so it is
important to build a profile that shows expertise.

Be specific about what you can do. Companies are
not looking to hire generalists; they want a specific
skill set for specific project. One consultant remarked
that is hard to use these sites to get a project that
expands your skill or transfers across industries.
“With a large pool of talent, companies can find

that unicorn, the perfect fit of skills, experience and
industry vertical. Why would they take a risk on skill
transference?” he asked. This includes finance skills
as well as software tools. Employers want to plug you
into their existing software, not invest in training you
on their tools for the long term.

Keep building your toolbox. The more tools you
have (skills, software packages), the more hirable
you become.
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Freelancing as a side hustle

All of the above items are true if you are looking to
freelance while keeping your day job. The question for this
avenue is how to you manage the relationship with your
current employer? First, know whether your freelancing is
allowed within the parameters of your current your current
work agreement. An excellent article appears here and frames
the question well: How to Avoid Getting Fired (and Sued)
When Starting a Side Business. Here are the salient points:

¢ Know your company policy. Some companies

have explicit policies about what you can or cannot
due; others fall into the “don’t ask, don’t tell”
category. Review the employment agreements,
non-disclosure agreements, and non-compete
agreements. Also ask Human Resources.

¢ Do not take advantage of your current employer.

This means do not use proprietary information,
property, software, or other resources. This includes
company time—assume that your gig work takes
place on your time and your dime unless explicitly
agreed upon.

¢ Consider informing your current employer. This

is touchy subject. Is your side-hustle going to make
you a better employee, through expansion of skills,
marketing yourself and the capabilities of your firm,
or creating a channel/product/service that your
current is averse to pursue? Does your employer
generally support this type of freelancing? Some
do, and may even back your venture or allow for
flexibility in scheduling; others may feel hurt, like
you are cheating on them.

The second factor to consider when pursuing the side-
hustle route is that you need still be the model employee
who delivers on work and commitments. You need to be
mentally present at work, make sure your body language
shows that you are engaged, and generally excel at your
day job. That way, you keep the benefits of the full time
job and, when you do need some flexibility for your gig,
you have a bank of good-will upon which to draw.

Also, remember to be considerate of your co-workers
who do not have side hustle. Do not judge them for not
pursuing the same entrepreneurial efforts that you are.
They may be happy with their work and their work-life
balance. Or they may be working their own freelance
hustles that you do not know about.

Bryan Lapidus, FP&A, is a contributing consultant and
author to the Association for Financial Professionals.
Reach him at BLapidus@AllegianceAG.com.
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» Before talking to technology vendors,
document your business requirements
and prioritize what the “must haves”
are for your organization.

» Leverage technology experts and their :
evaluations of financial systems before ¥+
making a purchase decision that will
impact your financial planning.

* When you make a systems purchase,
you are putting yourself on the line.
Ensure the vendor’s sales and services
teams will be there to support you.

ike all employees, sometimes financial
planning and analysis (FP&A)
professionals are assigned a task that
is not in our typical job description, nor is it
something we were trained to handle. A prime
example of this is when we are tapped to lead the
selection and installation of a technology system.




FP&A continued

“If you are tapped by
management, will you be ready
to lead a systems deployment?”

Systems such as enterprise resource planning
(ERP), enterprise performance management
(EPM), business intelligence (BI), and human
capital management (HCM), house data and
calculations that impact how FP&A teams plan
and analyze to make business decisions. Most
FP&A professionals are not prepared to evaluate
technology systems, as this is not often taught in
finance programs at undergraduate or graduate
schools. Also, with the increased adoption
of cloud technologies that result in faster
deployments and lower total cost of ownership,
more responsibility of technology selection
is shifting from information technology (IT)
professionals to FP&A teams.

If you are tapped by management, will you be
ready to lead a systems deployment?

Making decisions on systems

Here are six guidelines to ensure you are doing
right by your organization and finance team when
making a systems decision that can have massive
implications to your business performance in
terms of speed, accuracy, and productivity.

What features and functionality do you
really need?

If you show up at the car dealership with a set
budget and expectations of a car that will get
you from point A to point B with efficient gas
mileage for a family of four, why get distracted
by additional features like heated seats, chrome
rims, and panoramic sunroofs? It is important
before talking to technology vendors to have
documented your business requirements and
prioritized what the “must haves” are for your
organization. No technology provider can meet
all your requirements within your budget.

Features like machine learning, configurable
calculations, and customized color palettes will
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cost more than predictive analytics, run-rate
formulas, and standard color schemas. Who
wouldn’t want machine learning? But does your
organization really need machine learning at
this time, and how much will it cost? While it is
important to ensure you do not quickly outgrow
your systems purchase, the purchase you are
making is to meet today’s needs.

Business requirements captured in a request
for proposal (RFP) that is shared with each
technology vendor will not only keep sales
teams honest in what they demo to you, but it
also will serve as a reminder to you and your
team what you really need for your finance
organization. Before engaging with any
technology provider, lock down your business
requirements and priorities in an RFP.

Did you do your research?

It is a good idea to leverage technology
experts and their evaluations of financial
systems before making a purchase decision that
will impact your financial planning. Gartner
and Forrester Research, for a nominal fee, each
have an abundance of literature on different
technology vendors. Check out Gartner’s Magic
Quadrant reports for your desired technology
solution, or Forrester’s Wave reports. Also, both
Gartner Peer Insights and TrustRadius collect
online feedback from customers on various
technology vendors. Finally, you can solicit
FP&A professionals on AFP Collaborate for
candid feedback.

Do you trust the sales team?

A financial controller at a Fortune 500
technology company once told me, “While I
am buying technology, I am also building a
relationship with the technology provider. If I
do not trust the sales team, as much as I may
like the technology, I want to buy from a sales
team I trust.” This financial controller had been
burned by a previous planning vendor who
overpromised and under-delivered.

When you make a systems purchase, you
are putting your badge on the line. Ensure the
vendor’s sales and services teams will be there
to support you. If you feel like the relationship is
rocky, do not hesitate to let a technology vendor
know you want a new sales team. Your sales



team should make you comfortable that the
technology can meet your RFP requirements,
and the services team has the subject matter
expertise to deploy what your organization
needs. The people behind the technology are as
important as the system itself.

Did you look under the hood?

Your CFO will ask you if you are confident
you made the best decision for your
organization. To ensure this, you must look
under the hood when buying a technology
solution. Here's why: Sales teams often rely on
what the industry calls “click through demos”.
The demo is a simulated instance and limits
your ability to envision how your organization
would leverage the system. Proofs of concept
(POCs), hands-on workshops, and trial access
allow you to have confidence that the financial
system will work for your organization.

I once led a vendor selection for a solution
to help with workforce planning. Standard
demos from the vendors all blended together,
so POCs and hands-on workshops were critical
in understanding how business requirements
from the RFP would translate to our end-user
experience. When one vendor balked at our
request for a hands-on workshop, our FP&A
team realized that this vendor was not confident
it could meet our RFP requirements. If a
technology vendor is unwilling or hesitant to
accommodate a request to look under the hood,
be wary that the technology may not meet the
minimal requirements of your RFP.

Do you have all the stakeholders helping
with your purchase decision?

Buying technology is a team sport. When
evaluating financial system, there are two critical
internal teams to involve: IT and procurement.
The IT team has a technical expertise to ask
questions you may not be equipped to ask. Data
integration options, penetration testing scores,
SOX compliance certifications, and provisioning
governance are topics to leave to your IT team.
The procurement team reduces the risk for
the technology buyer and can review all the
legal documents, including order schedules,
master agreements, and pricing documents.
Procurement also can step in to help negotiate a

better deal based on prior negotiations with other
vendors at your organization.

Also, don’t forget to ask for customer
references. Other companies have purchased this
technology before. What do they like about the
software? What could be improved? What would
they have liked to have known before making the
purchase? Customer references are key before
making a purchase and signing a contract with
a technology vendor for a financial system.
Again, leverage your AFP network of FP&A
professionals who have had to make similar
systems purchases.

Do you understand the total
operational costs?

Before you drive the car off the lot, you ask
about ongoing maintenance because it is
important to understand future costs. As an FP&A
professional, you will need to budget for additional
costs after your systems go live. Be sure to ask
the sales team and customer references about
those additional costs. Examples of hidden costs
when purchasing financial systems include:
integration tools, post go-live customer support,
ongoing training and education costs, single
sign-on capabilities, additional users or data,
and diagnostic tests. Maintenance costs exist for
financial systems and it’s important to know what
they are so you can manage those costs and plan
for them in your annual budget. Some vendors
will leverage a so-called “razor-blade” business
model and charge very little for the razor to profit
from selling you blades. Know what the hidden
maintenance costs are to your financial system
purchase before driving off the lot. Your CFO will
not want any surprises!

Your first technology purchase may seem
daunting. After all, FP&A professionals are
not formally trained in purchasing technology.
However, with the tips above, you will feel
confident that you are driving off with a high-
performing finance system that meets your
budget and requirements, and not a lemon for
your organization.

Meredith Hobik is a hyper-growth finance
transformation evangelist. She is a former director
with Anaplan and Salesforce. Reach her at
Meredith.hobik@gmail.com.
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How to become a ‘
better data consumer

BRYAN LAPIDUS, FP&A

e are all both producers and consumers of

data, personally and professionally. We ingesf’,

data, analyze and interpret it, then apply our =
business savvy to make it more useful, and then deliver that to
the next person. But are we doing this well?

.

. 142| AFP Exchange Spring 2018



A Harvard Business Review article defined a problem faced
by enterprises: “Investments in analytics can be useless,
even harmful, unless employees can incorporate that data
into complex decision making. [In fact,] there’s an odds-on
chance that someone in your organization is making a poor
decision on the basis of information that was enormously
expensive to collect.”

HBR’s research of global companies found that employees’
ability to find and analyze relevant information could
be aligned on a spectrum. At one end of the spectrum,
“unquestioning empiricists” would choose the cold, hard
data over judgment. At the other end, “visceral decision
makers” go with their gut instinct and will choose judgment
and experience over the facts presented to them. The
“informed skeptics” balance analysis and judgment and
are the desirable group; however, they were 38 percent of
employees and 50 percent of managers.

What can we do to be better consumers of data and more
informed skeptics?

Think about your role when you interact with data.

In formal environments, there are different roles and access
granted to maintain integrity. While the formality is not
necessary in all instances, knowing where you are in the
supply chain of decisions, and what to expect from others,
will help you to handle your role and make the others better
as well. And if you are playing multiple roles, it is still
important to think through what needs to be accomplished:

e An administrator prepares and makes the data
accessible to others. Data security requires that you
protect sensitive information, sharing what is necessary
without exposing too much. Also protecting source data,
preventing version errors, and maintaining integrity are
central to this role.

A writer has the authority to reformat, change, and
interpret data. In practice, since source data is rarely
changed, the writer may create an intermediate copy
or version to work from, and this will be the basis of
analysis, dashboards, reports, text or presentations.

» An explorer looks at the data or many different data sets
to create insights and connect different dots.

e An editor will scrutinize the information, try to poke
holes in the data or inferences drawn to test its veracity.
This is a key data validation step, and you may want to
have a peer editor before taking it to the boss-editor.

A viewer is often a senior person who is on the senior
end of the data (or related information) and is going to
take action based on it.

Give yourself time to understand the data. Slowing
down is hard to do, but getting to know your data is like
building a solid foundation for your house—everything else
rests upon it. If the data is going to be recurring, know (and

verify) the common dimensions to ensure integrity and your
understanding, such as the level of aggregation/atomization,
date and time, frequency of collection, unit, business unit
level, etc. Recognize that data systems are often split into
systems of record and systems of analysis. Is something
lost in translation from one to another? Are your colleagues
using different data than you are?

Check your biases at the door. With so much data
out there, the human mind creates rubrics to simplify
and understand the world, and we do not look at the data
objectively. There are a host examples: we often suffer from
a “confirmation bias” of seeking data that supports our
existing ideas, a “recency bias” of overweighting recent
experience, or any of several other cognitive biases.

Develop your company’s analytic capabilities.

Notice that I did not say self or FP&A team, but your entire
company. We will be more effective in our roles and provide
more value to the company if everyone has the common
language and skills to talk and share information. Here are
some ways to get moving on this goal:

» Take advantage of formal instruction in data
management and data analysis, such as workshops in
the office, online courses, or external classes.

e “Coach people up” during the normal course of
business and make it a mission to include data in every
decision and discussion so that you set the cultural
tone of what is expected.

¢ Standardize the decision making process to include data
and metrics that leverage existing data libraries and
common definitions; be skeptical of newly created data
sets and measurements. Enforce the “single source of
truth” that comes from using standardized data.

e When rolling out new data tools, focus on the decisions
they will support and not simply the mechanical
workings of the tool.

Balance “good enough” versus “perfect” data. One

challenge of data is that it can become a goal by itself—

the perfected data set, the pretty chart, the purified chart.
However, the world is messy, and it moves fast. Think of a
cost-benefit analysis: What is the additional cost in time and
resources, and what is the expected value? The goal of data
is information that will inform actions.

In our roles as consumers of data, what is an informed
skeptic? To use and modify a quote from Miles Kington,
data may tell you that tomato is a fruit, judgment will tell
you not to put it in a fruit salad. May the fruit of your (data)
labors taste sweet!

Bryan Lapidus, FP&A, is a contributing consultant and author
to the Association for Financial Professionals. Reach him at

BLapidus@AllegianceAG.com.
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TREASURY MANAGEMENT

KEY TAKEAWAYS:

* The annual median cash conversion cycle has been cut in half
since 1975; corporations have become much more efficient in
managing working capital over the past few decades.

» The shorter CCC is primarily attributable to improvements in inventory
management and more lenient payables terms. While firms appear
to have improved collection efficiencies, the gains are modest.

* Since a shorter CCC leads to increased operating cash flow and improved firm
liquidity, a potential implication of the trend in the CCC is cash accumulation.

Cutting
Conversion Time

A look at the downward trend in
"":,,' corporate cash conversion cycles
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ince its introduction in the 1980s, the

cash conversion cycle (CCC) has become

a key performance indicator (KPI) for
corporate working capital management (WCM).
The CCC represents the net length of time that
funds are tied up in operating working capital by
accounting for the turnover periods of inventory,
accounts receivable and accounts payable. The
CCC is calculated as days’ inventory held (DIH)
plus days’ sales outstanding (DSO), minus days’
payables outstanding (DPO). All else equal, a
shorter CCC results in increased operating cash
flow and improved liquidity.
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To determine the degree that corporate WCM has
improved over the past four decades, we examined
the trend in the CCC for a large sample of public
firms. Our data analysis indicates significant
reductions in the CCC over the sample period.
Interestingly, most of the efficiency gains occurred
between 1975 and 2001. From 2001 to 2016, the
CCC exhibited only minor variability. This result
may suggest that, in aggregate, there are fewer
remaining areas in the working capital supply chain

that will easily enable further reductions in the CCC.

It is likely, however, that inefficiencies in WCM still
exist in certain industries.



Composition of the sample and calculations
Our sample consists of publicly-traded firms
incorporated in North America that are covered
by S&P’s Compustat database over the period
1975 to 2016. This database is commonly used
by academic researchers and industry analysts
as a data source for financial statement variables.
The sample of firms belong to a number of
different industries; however, we drop firms in the
banking and utility industries because of their
unique regulatory environments. Our sample
consists of 247,273 corporate observations
spread throughout the 42-year sample period.!
We used the financial statement information
from Compustat to calculate the CCC and its
components for each firm-year in the sample.?
To summarize the thousands of annual data
points, we calculate and present the median
value for the CCC for each sample year. From a
statistical perspective, the median represents the
50th percentile for a given variable. For example,
a median CCC value of 45 days would indicate
that 50 percent of the sample values have a
CCC above/below 45 days. A benefit of using
median values in data analysis is that they are
less sensitive to extreme values (relative to the
mean). Subsequently, we use annual median
values to describe the typical CCC observed

Exhibit 1
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during a given year. Despite our focus on
annual median values, we should point
out that the CCC and its components vary
tremendously across firms and industries.

Findings: A significant decrease in the CCC

For ease of presentation, we show the annual
median CCC over the sample period using a
time trend chart (Exhibit 1). This chart indicates
substantial variation in the CCC over the sample
period. In 1975, the median CCC was 101.66
days. That is, a firm at the 50th percentile of
the CCC in 1975 had funds tied up in operating
working capital on a net basis for 101.66 days.
From 1975 throughout the 1980s, the median
value for the CCC dropped in a fairly steady
fashion, reaching a value of 78.68 days in 1989.
The dramatic decrease in the CCC continued
throughout the 1990s and into the 2000s.

By 2001, the annual median CCC dropped to
50.05 days. Other than a slight spike in 2006
and 2007 (likely due to the financial crisis), the
annual median CCC displayed little variability
between 2001 and 2016. The distribution of the
annual median CCC values over the sample
period indicates that most of the incremental
improvements in working capital efficiency
occurred between 1975 and 2001.
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TREASURY MANAGEMENT continued

Exhibit 2
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Table 1. Annual Median Values for the CCC by Endpoints of the Sample
Sample Year Median CCC Median DIO Median DSO Median DPO  Median DCH
1975 101.66 days 88.07 days 50.25 days 31.39 days 99.47 days
2016 49,98 days 50.40 days 49.22 days 4915 days 197.56 days

values for the DIO, DSO and DPO, while
columns three through five of Table 1 show the
medians for the sample endpoints. From Exhibit
2, a declining trend in the DIO is apparent over

To provide further insights, we next compared
the annual median CCC over the endpoints of
the sample period. This comparison is shown in
Table 1. Ignoring interim movements, the median

CCC dropped from 101.66 days in 1975 to 49.98
days in 2016. The 51.68 day reduction in the
CCC is significant at all conventional statistical
significance levels. This reduction indicates a
50.84 percent decrease, which translates to an
annualized decrease of -1.78 percent per year
over the 42-year sample period.?

Findings: Which components of the CCC
drive the observed decrease?

Given the dramatic downward trend in the
CCC, the drivers influencing this KPI are of
interest. Exhibit 2 provides the annual median
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the sample period. Between 2001 and 2016,
the median value for DIO ranged between 44.3
days (2008) and 50.4 days (2016). Comparing
the endpoints of the sample period (column 3
of Table 1), we observe that the median DIO
dropped markedly from 88.07 days in 1975 to
50.40 days in 2016. This drop is consistent
with improvements in inventory management
techniques and in supply chain management
that have reduced inefficiencies in filling orders.
Another factor contributing to the downward
trend in the CCC is the change in trade credit
use. Over the endpoints of the sample period,



the median DSO dropped by 1.03 days. The
observed decrease in the DSO is consistent with
efficiencies in corporate collections made during
the sample period (e.g., regulatory changes
and the development and implementation of
new payment technologies). Exhibit 2 shows
substantial variation in the DSO in between
the endpoints of the sample. Unlike the DSO,
the median DPO increased substantially from
a median of 31.39 days in 1975 to 49.15 days
in 2016. These findings indicate that firms
have reduced their collection periods while
simultaneously increasing their time to pay. The
net result is a shorter CCC.

Overall, the data analysis indicates that
the shorter CCC is primarily attributable to
improvements in inventory management and
more lenient payables terms. While firms appear
to have improved collection efficiencies, the
gains are modest.

Implications: Cash accumulation

Since a shorter CCC leads to increased
operating cash flow and improved firm liquidity,
a potential implication of the trend in the CCC
is cash accumulation. We examine this by
comparing the temporal change in the sample
firms’ days’ cash held (DCH), which is calculated
as cash and equivalents divided by average daily
operating expenses. The last column of Table 1
shows the median DCH values for the sample
endpoint years. From 1975 to 2016, the median
DCH almost doubled from 99.47 days to 197.56
days. The latter suggests that the median sample
firm in 2016 carried enough cash to cover
roughly 198 days of operating expenses.

The observed accumulation of cash is
consistent with the aforementioned shortening
of the corporate CCC, which has freed up vast
sums of cash flow from operating working
capital. It appears that managers have retained a
substantial proportion of operating cash flow in
the form of cash and equivalents. To be clear, the
increased cash flow resulting from the shorter
CCC has likely led to other uses of cash, beyond
simply cash accumulation. Examples include
corporate payouts (e.g., dividends and share
repurchases), mergers and acquisitions activity,
and the repayment of debt.

Implications: What does the future hold for
the CCC?

Our data analysis clearly shows that
corporations have become much more efficient
in managing working capital over the past few
decades. This is likely due to treasury managers
squeezing blatant inefficiencies (i.e., low hanging
fruit) out of the working capital supply chain.
Despite this dramatic improvement, future trends
in the CCC remain an open question.

One of the allures of data analysis is to use
historical values to make projections about the
future. For example, one can use the observed
annualized rate at which the CCC dropped over
the sample period to project future values for
the CCC. Despite its simplicity, we caution
against using this approach, since the results
in the exhibits suggest that improvements in
the CCC have somewhat plateaued over the last
fifteen years. A more reasonable assumption
is that future values for the CCC will be similar
to current values, possibly because firms are
operating at the minimum level of net operating
working capital required (i.e., permanent current
assets) to support revenues. If this is the case,
then treasury managers will be forced to become
even more creative to further reduce the CCC.
Perhaps higher future interest rates will provide
the motivation to produce further innovations in
working capital management.

Dr. Matthew Hill, CTP, FP&A is Director, Center
for Treasury and Financial Analytics

and Assistant Professor of Finance,

College of Business, Arkansas State University.

Jim Washam, PhD, CTP, FP&A is Associate Dean
and McAdams Frierson Professor of

Bank Management, College of Business,
Arkansas State University.

1. The sample does not include every North American firm
that is publicly-traded over the sample period. Some
firms are dropped from the sample due to missing
financial information or due to data collection errors.

2. We calculate Days' Inventory Held (DIH) as [Inventory/
CGS)*365], Days” Sales Outstanding (DSO) as
[Accounts Receivable/Revenues)*365], and Days’
Payable Outstanding (DPO) as [Accounts Payable/
CGS)*365].

3. The aggregate decrease of 50.84 percent is calculated
as (49.98-101.66)/101.66. The annualized decrease of
-1.78 percent is calculated as (49.98/101.66)1/42 - 1.
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Are finance professionals
orepared for machine learning?

.

48 | AFP Exchange Spring 2018



Big Data. Artificial intelligence. Machine learning. These are some pretty
big buzzwords in our industry right now. Before we can decide if finance professionals are ready
for machine learning (ML), we need to first make sure that we understand what ML is.

This is especially true because people sometimes use artificial intelligence (Al) and machine
learning (ML) interchangeably, and they are definitely not the same thing. Al is the creation
of computer systems that are able to perform human-like activities such as voice and pattern
recognition. ML leverages massive amounts of data to make useful predictions, integrating
statistical reasoning to help businesses make repeatable, actionable insights.

Where Al does not require human interaction, ML, in fact, depends on human interaction.
Effective ML cannot be deployed without complete support from the financial planning and
analysis (FP&A) team.

Back in 2016 at a conference I attended, a speaker named Michael Terenzoni of threat detection
firm Sqrrl noted that, “ML is the tip of [the] spear, but you have to do a lot of curating to create
a model that makes sense.” Without clean data or a structured business model, ML results in
“garbage in, garbage out” similar to a poorly constructed business model.

In 2017, ML continued to dominate technology trends for financial applications. According to
Bloomberg’s Buy-Side Week New York event, although only 16 percent of firms have deployed
ML strategies, while 24 percent were researching how to do it and 26 percent want to learn
how to do it. “These [ML] tools can learn, but that learning is bounded by the basic parameters
introduced by the humans that made them,” the report noted.” ML cannot happen without
human interaction.

customer satisfaction and reduces attrition?
The question (or questions) your enterprise
is seeking to answer are important to
identify before deploying a ML strategy.
Meta-data will matter, so map out the
questions you need to ask. The FP&A team
should identify what questions the business
wants answered through a ML strategy.
Bonus accruals, for example, could

Getting ready

What does this mean for FP&A professionals
in 20187 As a finance professional, are you
and your FP&A team prepared to solve your
company’s business problems leveraging ML?
What must happen with your FP&A team and
systems in order to leverage ML?

Here are some considerations for your FP&A
organization before embracing ML technologies:

e What question(s) do you want to answer
with ML? Before attempting a deployment
leveraging ML, it is important to understand
what question(s) you want to ask. Is your
company trying to improve forecasting
accuracy for an expense item that is
slowing down the monthly close process?
Does your organization want to optimize
supply chain channels? Do you want to
maximize operating profitability while
driving growth for a new product? Or, does
your company want to understand which
combination of bundled products improves

leverage ML to improve this FP&A

planning process. FP&A teams are

tasked with determining bonus accruals
across thousands of employees at large
organizations. Headcount, current salaries,
bonus plans, KPIs, and other factors are
needed to calculate the most accurate bonus
accrual. By applying ML to this FP&A
planning process, bonus accruals can
become more automated and accurate, while
allowing FP&A teams more time to focus on
other critical activities during the monthly
close process.
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FINTECH continued

¢ What data is needed for your ML strategy? Now that
you have identified what question (or questions) you
want answered by your ML strategy, your company
should seek to understand what data is needed.

Every enterprise operates in data silos. To answer

the questions your organization has identified, you

will most likely need to access a combination of

both financial and operational data. Your enterprise
resource planning (ERP) and enterprise performance
management (EPM) solutions will have actual and
planned financial data to leverage. Operational systems
like your customer relationship management (CRM)
and supply chain solutions will have operational data
to use such as product SKU information, sales pipeline
conversions, customer counts, and deal win ratios. If
your organization is more sophisticated, an enterprise
data warehouse (EDW) may exist to access both the
financial and operational data necessary to set up

your ML deployment. Take a breath before bringing
expensive outside consultants on-site and ensure your
enterprise understands what data will be needed. Map
the data needed back to the questions being asked and
understand how the data will be accessed.

What role should FP&A play in deploying a ML
strategy? A successful ML strategy requires data, a
business model, and algorithms. FP&A will lead the
charge in identifying, mapping, and structuring all of
these critical elements. FP&A professionals also will be
the ones who lead partnership with critical team members
as identified below. Successfully deploying ML will be a
team sport with FP&A quarterbacking the strategy.

Can FP&A tackle ML without your IT team and data
scientists? No, FP&A cannot tackle a ML deployment
without partnership with both your IT team and data
scientists. A successful ML strategy is going to require
understanding your enterprise’s data, identifying data
model delivery for your enterprise (e.g., on-site, cloud,
or hybrid), and unifying the data before any statistical
reasoning algorithms can be run. While FP&A may be
better suited to lead in identifying the questions that
need to be answered and structuring the algorithms,
the IT team and data scientists are required to structure,
map, and understand the underlying data needed for
the mathematical equations.

Can a ML deployment be tackled without outside
consultants? The answer to this question is more
controversial. ML is in its early stages. Many chief
financial officers may not want to spend on billable
hours for outside consultants. However, if it is your
company’s first ML attempt, leveraging management
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consultants who have deployed ML at previous
companies may not be a bad idea. Ensure that your IT
team, data scientists, and fellow FP&A professionals
have faith in the outside consultants you select and

that those consultants understand your data silos and
integration for the questions you want to answer with
respect to your industry. Your CFO will appreciate that
you thought to leverage outside experts when deploying
a new technology like ML, as long as they are cost
effective and provide an investment return.

e Will ML replace current technology leveraged by
my company? Chances are, ML will not replace any
current system leveraged by your company. Your
company will still need your accounting system, your
enterprise data warehouse, your corporate planning
solution, and your human resources system. What
ML will eventually replace is the routine, transactional
activities that can take up a lot of time from the FP&A
team. As ML reduces these transactional tasks, FP&A
teams will have an opportunity to become more
strategic in redefining their roles and processes.

e How will the FP&A team operate ML? The FP&A
team will own the ML deployment and impact to the
FP&A function. Once ML is deployed for the desired
use case, FP&A will be responsible for monitoring the
ML deployment and making changes as needed. With
any organization, processes, procedures, and desired
outcomes will change over time. FP&A will be responsible
for maintaining the ML strategy and with the support
of the IT team and management consultants, adjusting
any calculations to align with new business goals or
procedures. Thus, as advanced technologies like ML
continue to be embraced by the finance function, FP&A
teams will need to become strategic thinkers with
technology acumen. Digital transformation within the
finance organization is going to require FP&A talent to
educate and prepare themselves for operating advanced
technologies like ML.

Where are all the machines in ML? In 2018, a successful
ML deployment strategy cannot happen without humans—
FP&A, 1T, data scientists and, arguably, management
consultants all working together. A common misconception
is that ML is driven by machines. It is important to remember
that it is the humans behind the machines, and especially
FP&A, that will lead an organization to make useful predictions
leveraging massive amounts of data.

Meredith Hobik is a hyper-growth finance transformation
evangelist. She is a former director with Anaplan and
Salesforce. Reach her at Meredith.hobik@gmail.com.
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| he attribute blockchain proponents
consistently emphasize is its

immutability. Blockchain, they claim,

cannot be cracked.

In reality, experts suggest, the technology
is more mutable than advertised and
carries unique risks. In fact, public and
private versions of blockchain offer different
strengths and weaknesses that, in some
cases, may make conventional, permission-
based databases the better choice.
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BLOCKCHAIN continued

“The loss of a
private key is
probably the
biggest threat
to blockchain
systems.
People have
lost millions

in bitcoin after
losing their
private keys.”
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The biggest threat to blockchain
immutability, observers say, sounds
similar to a common technology
problem: losing a password—or, in
blockchain’s case, a key.

“The loss of a private key is probably
the biggest threat to blockchain
systems,” said Allison Berke, executive
director of the Stanford Cyber Initiative.
“People have lost millions in bitcoin
after losing their private keys.”

Unlike conventional databases,
public and private blockchains
encrypt data onto a chain recorded
in a digital ledger that is distributed
among numerous servers, or nodes.
Blockchain data is presumed to be
immutable because the multiple nodes
validating and monitoring transactions
would recognize and prevent an
attempted attack.

Bitcoin is the most widely
known public blockchain. It has
thousands of decentralized nodes
that perpetually monitor one another
for bad-actor activity, presumably
making its blockchain highly secure.
Users of bitcoin (or other public
cryptocurrencies) hold private keys
to access digital wallets that hold the
coins. Likewise, users of services
built on top of blockchains use such
keys—similar to passwords to access
conventional databases—to access
their proprietary data.

Berke noted that conventional
databases pose less risk in this regard
because as a central authority they
hold copies of users’ passwords and/
or allow them to create new ones.
“Anytime a use case doesn'’t strictly
require using a blockchain, anytime
you can trust a central authority such
as Amazon or your bank, then I think
you should not use a blockchain
solution,” Berke said.

In turn, she added, appropriate use
cases of blockchain technology tend
to have no central authority, such as
government organizations in multiple
states or countries that want to verify

documents such as marriage licenses
or birth certificates.

Another such use case may be
major construction projects, such as
a new power plant, since the many
tens or even hundreds of companies
participating in such a project may
use different and incompatible
planning software.

The SophiaTX initiative is building
a platform to apply public blockchain
technology to core business
applications, including project-
management software. Blockchain
technology would give project
participants the ability to track the
project’s progress precisely and avoid
timing snafus leading to unnecessary
costs, while quickly reconciling
any delays from weather or other
unexpected events.

Loss of a layer
Steve Wilson, principal analyst
at Constellation Research, noted
that public and private blockchains
eliminate the administration layer
between parties in a transaction,
increasing efficiency and reducing
potential mischief. However, he
said, private blockchains tend to
be maintained more regularly and
participants can generally expect
service-level agreements over the
software code. He advocates private
blockchains to administer complicated
systems such as corporate supply
chains, especially for highly regulated
businesses such as pharmaceuticals.
Nevertheless, private blockchains’
immutability also is less than perfect,
Wilson said. Many operate with as
few as half a dozen nodes, at least
conceptually making them less resilient
to attacks than public blockchains.
“So what you get is a very distinct
clawback of conventional security,
whereas the big public blockchains
don’t care about the security of the
individual nodes, because by design
they don’t trust one another,” Wilson



said. “With private blockchains, there’s
a need for trusted operators, and that’s
exactly what happens with IBM’s
initiative or [the R3 bank consortium
building a distributed ledger platform
specifically for financial services]”

From a security standpoint, private
blockchains start to resemble today’s
conventional permission-based
databases. Berke pointed out that
private blockchains typically have
some sort of gatekeeper functionality
to determine who holds the distributed
ledger and how nodes participate in the
network. Assuming the gatekeeper(s)
can be trusted, private blockchains
may even be more secure than their
public cousins, she said, since the latter
are open-source networks and no one
is vetting the software, so software
developed for a malicious node could
disrupt or divert the blockchain.

“Private blockchains typically put out
one version of the node client software
that everyone must use, so it’s easier to
vet when everyone is using the same,
updated version,” Berke said.

Even so, their relatively few nodes
make private blockchains inherently
more susceptible to a so-called
51-percent attack, in which an entity
controlling more than half the nodes in
a blockchain network could potentially
disrupt it. Gaining control of more than
50 percent of a public blockchain’s
thousands of nodes should theoretically
be more difficult, but that’s already
happened to bitcoin, when in 2014
the GHash bitcoin mining pool gained
majority control on several occasions.

New vulnerabilities

More recent concerns have focused
on the enormous technology and
energy resources required today by
mining nodes to solve the complex
mathematical problems that encrypt
data to the blockchain and earn new
bitcoins. Not only has that resulted in
a more concentrated pool of miners,
but many of them appear to be

located in northern China, where the
government-subsidized energy and cool
temperatures make mining profitable.
Dr. Gideon Greenspan, founder
and CEO of Coin Sciences, developer
of the MultiChain platform to create
private blockchains, wrote in a May
2017 blog titled “The Blockchain
Immutability Myth” that while it
would be enormously energy-intensive
and expensive for a majority of nodes
to change an earlier block and in
turn the subsequent ones to hide
the change, the cost is still “small
change” for any “mid-size country.”
Greenspan adds that a less costly
option for China, if it indeed is home
to a majority of bitcoin nodes, would
simply be to take the miners by force,
enabling it to control which data
blocks are validated and attached to
the blockchain and which are not.

of dollars in ether, the blockchain
network’s cryptocurrency.

A majority of nodes agreed to fix
the software bug that the attacker
exploited and return the coins to their
rightful owners. However, a minority
of “purist” nodes opted to keep the
original software, resulting in users of
Ethereum, whether as a currency or a
tool to manage other data, having to
choose between the one version of the
cryptocurrency or the other.

So much for the immutability. Berke
suggested that private blockchains
may be less susceptible to forks, given
the nodes are likely to be vetted by the
group that assembled it for a specific
reason. Nodes, however, are controlled
by human beings, between which
disagreements can arise. Perhaps
more insidiously, Greenspan notes, a
group of hospitals aggregating data

In 2016, for example, an Ethereum smart contract, one
of the public blockchain’s several business features, was

hacked and the perpetrator proceeded to drain millions of
dollars in ether, the blockchain network’s cryptocurrency.

News in early 2018 about Chinese
regulators limiting the electricity supply
to bitcoin miners and asking local
governments to “guide” them to exit
the business may allay some fears.
However, the threat of a 51 percent
attack remains. Should it occur, bitcoin
participants would no doubt realize
what has happened and may opt for
taking the digital currency in another
direction, resulting in a so-called fork.
Forks may also occur when a significant
minority of nodes disagree with the
majority consensus and optto goin a
different direction, verifying a different
progression of data blocks. In 2016, for
example, an Ethereum smart contract,
one of the public blockchain’s several
business features, was hacked and the
perpetrator proceeded to drain millions

about infections on a blockchain could
discover that one hospital has written
erroneous data to the chain, decide to
“rewind” their nodes back an hour to
delete the problematic data, then
allow the chain to continue as if
nothing had happened.

“If all the hospitals agree to do this,
who is going to stop them? Indeed,
apart from the staff involved, who
will even know that it happened?
Greenspan said.

The lesson for treasury and finance
professionals? As with all new
technology, blockchain is not a magic
bullet. It has potential weaknesses that
can be exploited. It is up to treasury
and finance to understand the risks
and decide to move forward or forgo
the new technology.
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orporate treasuries appear to be gradually warming up again to

prime money market funds (MMFSs), according to new data. And

while recent tax reform may brighten MMF prospects further,
the funds may have lost their status as a primary vehicle for corporates to
stash cash.

The volume in prime funds plummeted as MMF reform approached its
effective date in October 2016, while the volume of MMFs investing in
government securities rose dramatically. Since then, according to Securities
and Exchange Commission (SEC) statistics, the volume of prime funds have
gradually crept upward, from a low of $550 billion at the end of 2016 to $666
billion at the end of 2017.

Government MMFs also increased slightly. The SEC’s MMF reform
required prime funds to be offered with floating net asset values (NAVs)
instead of fixed, and it gave MMF boards the discretion, should weekly
liquidity fall below 30 percent, to introduce redemption fees of up to
2 percent and/or apply gates for up to 10 days.

The SEC’s numbers regarding cash allocated to prime MMFs reflect
observations by market participants. In a recent NewGroup survey of
treasury investment managers, 8 percent of respondents said they had
started investing in prime funds again and 14 percent were considering it.
The survey also revealed that 39 percent of respondents had moved away
from prime funds and remained in government MMFs, while 19 percent
had always been in government MMFs, 6 percent had opened a separately
managed account to invest cash, and 14 percent allocated cash to other
investment vehicles.

Barbara Shegog, director of the NeuGroup’s Peer Knowledge Exchange,
said the majority of the Neugroup’s corporate members shifted to government
funds around the time of MMF reform. Since then, she said, prime MMFs
have remained stable, and in light of recent tax reform and the anticipated
repatriation of corporate cash from overseas, more corporate asset managers are
considering a return to them. However, she added, the exodus to government
MMF's resulted in numerous prime MMFs closing or drastically shrinking.

“Now the problem is that no one wants to be the first big client back into
a fund,” Shegog said. “No one is going to lose their job by staying in lower
yielding government MMFs, but they could lose it if they put money in a
prime MMF that pays an additional 50 basis points and it blows up.”

“Now the problem is
that no one wants to
be the first big client
back into a fund. No
one is going to lose
their job by staying
in lower yielding
government MMFs,
but they could lose
it if they put money
in a prime MMEF that
pays an additional
50 basis points and
it blows up.”
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INVESTING continued

Capital Advisors has seen a few of its corporate
separately managed account (SMA) clients direct
their cash back into prime MMFs, representing about
1 percent of clients and roughly 2 percent of invested
dollars. Lance Pan, director of investment research
and strategy, said conversations with clients suggest
those moving back to prime funds typically already
invest in offshore funds with floating NAVs.

“So they’re not adverse to the variable aspect
because they’'ve lived with that experience,” Pan said.

Redemption gates

Pan said that the redemption gates imposed
by MMF reform tend to be the biggest issue for
corporate treasuries, and those that have moved
back to prime funds have become comfortable with
fund sponsors commitments not to impose gates
in times of stress. For many corporate investment
managers, the current yield pick up between prime
and government MMFs—still less tan 25 bps—
simply doesn’t warrant the effort.

“They’ve gone through the battle and don’t want
to go back to their boards to get approval to flip
the switch back to prime funds, inviting questions
about why the move is worthwhile and providing the
necessary support documents,” Pan said.

Treasury Strategies has concluded that a key
impediment to corporates returning to prime funds
is the lack of spread incentive between prime and
government funds, according to Anthony Carfang,
managing director at the Novantas consulting division.
“Although wide by historical norms, it’s simply not yet
sufficient to overcome operational complexities.

“Our sense is that as rates go up and spreads widen,
more corporates will wade back in,” Carfang said.
“Most corporates invest every day in assets that float,
including bond funds and commercial paper ... Prime
funds invest in the commercial paper of the strongest
banks and corporates in the world, so concerns about
NAV fluctuations are a bit far fetched.”

Nevertheless, not all the money which has left
prime funds can return. Investments through sweep
accounts, for example, are mechanically impossible
with a fluctuating NAV fund.

Even so, prime MMFs may never return to their
illustrious status before the 2008 financial crisis,
when the The Reserve Primary Fund failure and
the Lehman Brothers bankruptcy resulted in heavy
redemptions from prime institutional money market
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funds and a short-term funding squeeze. Pan

said he believes prime funds are likely to one day
become a more important vehicle for investing
cash, but not the primary tool. In part, he added,
that is because the longer prime balances remained
stunted, the more likely former issuers of certificates
of deposit—the main investment of prime MMFs—
will find other, reliable funding sources.

“That alone will alleviate pressure on the short-
term side, so the need to fund in the prime MMF
space will be lessened,” Pan said.

He said that to re-engage the prime MMF market
even as a secondary vehicle to park cash, besides
a wider spread difference between prime and
government MMFs, will probably require some
well-known institutional accounts to take “anchor”
positions. He added it will be “probably a process of
three-to-five years to reach significant balances.”

A new trend

Another trend likely to stunt growth of the
prime MMF market, Shegog said, is that corporate
treasurers are aiming to be more strategic about
their cash allocation, seeking to minimize the use
of money market funds while investing more cash
further out the yield curve.

“Instead of trying to find MMFs that yield more,
investment managers are trying to hold as little as
possible in those funds and instead be more efficient
with how they bucket their cash, investing more in
longer-term, higher yielding alternatives,” she said.

Carfang said that the Consumer Financial
Choice and Capital Markets Protection Act of 2017
was introduced last spring and has bipartisan co-
sponsors in both the House and Senate. It would
keep the SEC reforms in place but allow fund
companies to create MMFs with a fixed NAV on an
opt-in basis. It would also require those funds to
agree to not accept a government bailout in times
of crisis, which Carfang said is already true of other
corporate treasury investments.

Noting the likely significant amount of cash to
be repatriated, Carfang said corporates will almost
certainly have much more cash eligible for vehicles
such as MMFs, particularly since many banks are
currently flush with deposits.

“So from a corporate treasury standpoint, you
probably want prime MMFs to be a viable product,”
Carfang said.
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Chicago, IL

UNITED STATES

Sarah Fletcher, CTP
Treasury Consultant

e5 Solutions Group, LLC
Lexington, KY

UNITED STATES

Rodrigo Flores, Jr., CTP
Treasurer

Gecu

Horizon City, TX
UNITED STATES

William Flynn, CTP
Broker

BGC Partners

North Brunswick, NJ
UNITED STATES

Clayton Forbes, CTP

Vice President Treasury Sales
Bank of America Merrill Lynch
Dallas, TX

UNITED STATES

Anthony Foschini, CTP
Financial/Planning Analyst
Boeing

Everett, WA

UNITED STATES

Chase Frankel, CTP
Senior Consultant
Deloitte

New York, NY
UNITED STATES

Kevin Freel, CTP

Manager of Treasury Services
Atmos Energy

Dallas, TX

UNITED STATES

Dimitri Galperin, CTP
Director - Foreign Exchange
and Commodities Risk Mgt.
Cummins

Franklin, IN

UNITED STATES

Alyssa Garrity, CTP
Cash Administrator

City & County of Denver
Denver, CO

UNITED STATES

Everdale Gatchalian, CTP
SVP, Senior Treasury Sales
Officer

Bank of America Merrill Lynch
Mckinney, TX

UNITED STATES

Thomas Giovinozzo, CTP
Treasury Management Sales
Director

SunTrust Bank

Hilton Head Island, SC
UNITED STATES

James Goldberg, CTP

Cash Management Administrator
American Family Insurance
Group

Madison, WI

UNITED STATES

Todd Gosserand, CTP
Risk Manager

Sadara

Jubail

SAUDI ARABIA

Karyn Graham, CTP
Treasury Sales Analyst
SunTrust Bank
Tampa, FL

UNITED STATES

Alan Grandy, CTP
Treasurer

Chine Drive School Council
Toronto, ON

CANADA

Andrea Grant, CTP
Principal Financial Analyst
Sempra Energy

San Diego, CA

UNITED STATES

Clifford Jackson Green, CTP
VP- TMO

Regions Bank

Atlanta, GA

UNITED STATES

Michael Grube, CTP
Director

ING Capital LLC
Ridgewood, NJ
UNITED STATES

Giovanna Guerrero Diaz, CTP
Assisant Vice President

Citi

New York, NY

UNITED STATES

Asad Gul, CTP

Sr. Manager Global Transaction
Banking

CIBC

Calgary, AB

CANADA

Brian Gutbrod, CTP
Treasurer

Michelin North America, Inc.
Greenville, SC

UNITED STATES

Hope Hacker, CTP

Sr Consultant
Nationwide Insurance
Worthington, OH
UNITED STATES
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John Hairston, Ill, CTP

Head of Sales, Treasury and
Payments, Business Banking
Metro

SunTrust

Atlanta, GA

UNITED STATES

Brian Halbur, CTP
Financial Analyst, Treasury
Edwards Lifesciences
Corporation

Costa Mesa, CA

UNITED STATES

Rebecca Halderman, CTP
Treasury Management Sales
Analyst

Wells Fargo

Irvine, CA

UNITED STATES

Brandan Halsey, CTP
Audit Manager

Ally Financial
Charlotte, NC
UNITED STATES

Nicholas Hansinger, CTP
Associate

JP Morgan Chase

New York, NY

UNITED STATES

Ross Hardy, CTP
Manager

EY

Kent, WA
UNITED STATES

Richard Harman, CTP
Investment Ops
STRS Ohio

Carroll, OH

UNITED STATES

Katherine Harrow, CTP
Treasury Analyst

Gran Tierra Energy Inc.
Calgary, AB

CANADA

Amy Hawley, CTP
Buffalo, NY
UNITED STATES

Andrew Hayden, CTP

Analyst

Bank of America Merrill Lynch
New York, NY

UNITED STATES

Claire Henderson, CTP
Senior Treasury Analyst
Amsted Industries Inc.
Chicago, IL

UNITED STATES

Erika Henry, CTP

Treasury Management
Implementation Coordinator
Wells Fargo Bank, N.A.
Jacksonville, FL

UNITED STATES

Jack Herring, CTP

Treasurer, Director of Finance &
Investor Relations

HNI Corporation

Muscatine, 1A

UNITED STATES

Neal Herring, CTP

Sr. Treasury and Financial
Operations Specialist
Vizant

West Chester, PA
UNITED STATES

Daniel Heslin, CTP
Treasury Analyst
Delaware Life Holdings
Millis, MA

UNITED STATES

Erik Hitchcock, CTP
Treasury Manager
CenterPoint Energy
Houston, TX
UNITED STATES

Aldin Hodzic, CTP
Electronic Banking Analyst
Bankers Trust Company
Des Moines, IA

UNITED STATES

Alexander Hoffmann, CTP
GRENKE Finance PLC
Sandyford, Dublin
IRELAND

Robert Horvath May, CTP
Senior Treasury Specialist
Liebherr USA

Hampton, VA

UNITED STATES

Justin Hossman, CTP
Treasurer

Pasadena, CA
UNITED STATES

Carolyn Hull, CTP
Area Credit Officer
Regions
Birmingham, AL
UNITED STATES

Shari Humphrey, CTP
Deposit Operations Manager
Commerce Bank & Trust
Company

Kansas City, MO

UNITED STATES

Zuzana Hurych, CTP
AVP

SunTrust

New York, NY
UNITED STATES

Dave I'Anson, CTP
Kraus Flooring
Treasurer

Oakville, ON
CANADA

Mohamed Ibrahim, CTP
Assistant Treasury Manager
Polyserve Fertilizers & Chemicals
Giza

EGYPT

Aleksy Ignacik, CTP
Senior Consultant
Ernst & Young Business
Advisory

Warsaw

POLAND

Angelina llchenko, CTP
Senior, Global Treasury
Services Group

Ernst & Young

New York, NY

UNITED STATES
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Darren Ing, CTP
Senior Manager,
Cash Management
Scotiabank
Vancouver, BC
CANADA

Christopher Ingram, CTP
Business Controls Manager
Bank of America Merrill Lynch
Long Island City, NY

UNITED STATES

Jaret Ings, CTP

Senior Debt Portfolio Manager
Amtrak Inc

Alexandria, VA

UNITED STATES

Kumar Isaac, CTP

Cash Management Team Lead
Granite Telecommunications LLC
Watertown, MA

UNITED STATES

Mihai luga, FP&A, CTP
Senior Analyst, Intl. Tax
& Strategic Finance
Hamilton Company
Reno, NV

UNITED STATES

Joelle Jackson, CTP
Treasury Analyst
Horizon Global
Troy, Ml

UNITED STATES

Julio Jacobo, CTP
Senior Treasury Analyst
Shire PLC

Libertyville, IL

UNITED STATES

Munir Mumtaz Ali Jaffer, CTP
Manager Treasury

and Operations

Brookfield Asset
Management Inc.

Toronto, ON

CANADA

Shubha Jain, CTP
Deloitte & Touche LLP
Chicago, IL

UNITED STATES

William Jana, CTP
Treasury Analyst
Michelin Corporation
Greenville, SC
UNITED STATES

Yewande Jimoh, CTP
Fixed Income Investment
Officer

UBA Asset Management
Lagos

NIGERIA

Qian Jing, CTP
Assistant CFO
Rivore Metals, LLC
Troy, Ml

UNITED STATES

Kyle Johnsen, CTP
VP of Finance
TAB Bank

West Haven, UT
UNITED STATES

Chukwufumnanya Johnson, CTP
City of Atlanta

Marietta, GA

UNITED STATES

Michael Johnson, CTP
Treasury Analyst
Bemis Company, Inc.
Appleton, WI

UNITED STATES

John Jordan, CTP

SVP, Head of Card Sales
SunTrust

Atlanta, GA

UNITED STATES

Kacey Kalian, CTP
Director

Extra Space Storage Inc.
Salt Lake City, UT
UNITED STATES

Eman Kaptan, CTP

Treasury Director

Promomedia for Advertising and
Production

Cairo

EGYPT

Michael Kauk, CTP

Client Relationship Manager
Kansas City, MO

UNITED STATES

Neil Keeter, CTP

Director of Tax and Treasury
Sammons Corp

Dallas, TX

UNITED STATES

Ethan Keller, CTP
International Treasury
Management Advisor
PNC Bank N.A.
Canonsburg, PA
UNITED STATES

Jessica Kennedy, CTP
Treasury Management Officer
PNC Bank

Amelia, OH

UNITED STATES

Christopher Kerfoot, CTP
Sr. Treasury Analyst
Coresite, L.L.C.

Denver, CO

UNITED STATES

Mohammad Khan, CTP
Principal Product Manager
Bank of New York Mellon
Edison, NJ

UNITED STATES

Aditya Khandelwal, CTP
Fiserv Inc

Duluth, GA

UNITED STATES

Rabee Khatlani, CTP

Head of Treasury Operations
Veon Global Services Pakistan
Rawalpindi

PAKISTAN

Mi Kim, CTP

Chief Digital Officer
Uniti Bank

Los Angeles, CA
UNITED STATES

Tae Ryong Kim, CTP
Treasury Administrator
Kia Motors America Inc.
Irvine, CA

UNITED STATES

Logan Kix, CTP

Treasury Management Analyst
Wells Fargo

Minneapolis, MN

UNITED STATES

Lance Klobach, CTP
Treasury Manager
Cdw LLC

Hinsdale, IL
UNITED STATES

John Knight, CTP
VP

JPMorgan Chase
Red Oak, TX
UNITED STATES

Eduardo Konarzewski, CTP
Senior Manager

Hanse Orga International Corp
Breda

NETHERLANDS

Andrew Kostiw, CTP
Director Cash Management
TD Bank Group

Vancouver, BC

CANADA

Neil Kotkovski, CTP
VP, Treasury

HCP, Inc.

Newport Beach, CA
UNITED STATES

Sara Kozil, CTP

Treasury Management Analyst |l
First Midwest Bank

Itasca, IL

UNITED STATES

Gayle Krauland, CTP
RA

Wells Fargo

Seattle, WA

UNITED STATES

Kristine Kraus, CTP

Director

Harland Clarke Holdings Corp
San Antonio, TX

UNITED STATES

Ashish Krishna, CTP
Treasury Manager

Reckitt Benckiser Central
Europe

Sharjah

UNITED ARAB EMIRATES

Timothy Kronstain, CTP
Treasury Analyst
Devereux Foundation
Royersford, PA

UNITED STATES

Michael Kubinski, CTP
Treasury Analyst
Abercrombie & Fitch Co.
Columbus, OH

UNITED STATES

Krishnakumar Kulanghat, CTP
Chief Dealer - Money Market &
Fixed Income

Commercial Bank of Kuwait
KUWAIT

Makoto Kurabayashi, CTP
Support Account Manager
Kyriba Japan

Kawasaki

JAPAN



Jordan Laird, CTP

Manager of Investments
Pennsylvania Housing Finance
Agency

Harrisburg, PA

UNITED STATES

Jones Lam, CTP
Global Tax Director
Veeva Systems, Inc.
Oakland, CA
UNITED STATES

Eric Laniel, CTP
Manager - Treasury
Future Electronic
Beaconsfield, QC
CANADA

Jose Alexander Lara, CTP
Treasury Administrator
Teck Resources Limited
Vancouver, BC

CANADA

Kara Larson, CTP

Assistant Portfolio Manager
FBL Financial.com

West Des Moines, I1A
UNITED STATES

Kevin Lazenby, CTP
Treasury Manager
Digital Realty Trust, Inc.
San Francisco, CA
UNITED STATES

Han Fang Lee, CTP
Treasury Advisor
Dell

SINGAPORE

Kwan-Pok Lee, CTP

VP & Senior Cash Management
Sales Officer

WNB Commercial

Monrovia, CA

UNITED STATES

Leson Lee, CTP
Treasury Director
Eton Park Capital
Management LP
Irvington, NY
UNITED STATES

Rebecca Leopold, CTP
Treasury Analyst

PNC Bank

Boston, MA

UNITED STATES

Danielle Lewis, CTP
Account Manager
Citibank

New York, NY
UNITED STATES

Jack Li, CTP
Treasury Analyst
SunTrust Bank
Davie, FL
UNITED STATES

Xuejun Li, CTP
Staff

Ernst & Young LLP
San Francisco, CA
UNITED STATES

Amanda Light, CTP
Head of Treasury
Pflugerville, TX
UNITED STATES

Andrew Lim, CTP
Sales Analyst
Wells Fargo
Orange, CA
UNITED STATES

Lishan Lim, CTP

Head of Treasury, North
America

Stamford, CT

UNITED STATES

Chang Lin, CTP
Treasury Associate
Facebook, Inc.

San Francisco, CA
UNITED STATES

Karen Liu, CTP
Product Manager
East West Bank
El'Monte, CA
UNITED STATES

Karen Liu, CTP

VP Treasury and Corporate
Controller

West Vancouver, BC
CANADA

Madeleine Livingston, CTP
Assistant Vice President
Citibank

New York, NY

UNITED STATES

Rafael Lopes de Castro, CTP
Global Treasury Analyst
Bemis Company, Inc.
Appleton, WI

UNITED STATES

Antonio Lora, CTP
Assistant Vice President
Synchrony Financial
Norwalk, CT

UNITED STATES

Andrew Lupoli, CTP

Director, Banking and Capital
Markets

Brown & Brown, Inc.
Daytona Beach, FL

UNITED STATES

Kim Lush, CTP
Manager

University of Kentucky
Lexington, KY
UNITED STATES

Luke Lybrand, CTP

Treasury Manager

University of North Texas Lib
Denton, TX

UNITED STATES

Sean Lynch, CTP
TMSC

Wells Fargo Bank, N.A.
Atlanta, GA

UNITED STATES

Michelle Maayo, CTP

Product Strategy and Support
Specialist

JPMorgan Chase

Quezon City

PHILIPPINES

Michael Mackowski, CTP
Treasury Analyst

Franklin Monroe Admin Service
Chicago, IL

UNITED STATES

Todd Martin, CTP
Senior Vice President
Texas Capital Bank
San Antonio, TX
UNITED STATES

Derek Martinez, CTP
Senior Treasury Analyst
Futuris Automotive
Detroit, Ml

UNITED STATES

Michael Maza, CTP

Head of Strategy & Business
Services, Treasury &
Payments Solutions
SunTrust Bank

Atlanta, GA

UNITED STATES

Brian McCarthy, CTP
Treasury Sales Officer

Bank of America Merrill Lynch
Brooklyn, NY

UNITED STATES

Neal McCarthy, CTP
Account Manager
TD Securities
Toronto, ON
CANADA

Lara McDermott, CTP
EVP

Computershare

San Rafael, CA
UNITED STATES

Dylan McGrath, CTP
Treasury Analyst
Confie

Huntington Beach, CA
UNITED STATES

Logan McGuire, CTP
Treasury Analyst
Herc Rentals Inc.
Naples, FL

UNITED STATES

Nicole Mclintyre, CTP
SELCO

Springfield, OR
UNITED STATES

Saddik Meethale Purayil, CTP
Financial Controller

Arabian International
Company

Ras Al Khaimah

UNITED ARAB EMIRATES

Tobey Melnik, CTP
Financial Analyst
Marine Credit Union
Holmen, WI
UNITED STATES

Tania Middelhof, CTP

AVP and Money Market Trader
BHI USA

Long Island City, NY

UNITED STATES

Andrew Miller, CTP

Cash Management Analyst
Kansas City Southern
Kansas City, MO

UNITED STATES

Melanie Miller, CTP
VP and Treasurer
Bemis Company, Inc.
Neenah, WI

UNITED STATES

Sumit Mishra, CTP

Senior Manager-Consulting
Cognizant Technology
Solutions

Wexford, PA

UNITED STATES

Melanie Mixon, CTP
Portfolio Manager
Regions Bank
Fairhope, AL
UNITED STATES

Ehren Moeller, CTP
Manager

Ernst & Young LLP
Haddon Township, NJ
UNITED STATES

Michelle Monaco, CTP
Commercial Banking
Treasury Services
Mechanics Bank
Walnut Creek, CA
UNITED STATES

Mitchell Monson, CTP
Treasury Manager

Store Capital Corporation
Phoenix, AZ

UNITED STATES

Joshua Moreland, CTP
Director of Finance
Ben E. Keith Company
Fort Worth, TX
UNITED STATES

Kathleen Morrissey, CTP
Director of Treasury Operations
Brown University
Providence, RI

UNITED STATES

Roland Moser, CTP
FRM

Riehen, BS
SWITZERLAND

Jeffrey Mote, CTP
MUFG Capital Analytics
McKinney, TX

UNITED STATES

Renato Mourao, CTP
Associate

Citi

New York, NY
UNITED STATES

Krista Moye, CTP
Director of Finance
Overwaitea Food Group
Langley, BC

CANADA

Alma Mrzljak, CTP
Commercial Banking Product
Manager

BTC INC

Johnston, IA

UNITED STATES

Jennifer Muckala, CTP
Treasury Manager
Watco Companies, L.L.C.
Pittsburg, KS

UNITED STATES

Timothy Mueller, CTP
EVP

SunTrust

Atlanta, GA

UNITED STATES

Brody Mulderig, CTP
Vice President

Wells Fargo

Palo Alto, CA
UNITED STATES

Katie Mullins, CTP

Treasury Management Analyst
PNC Bank

Atlanta, GA

UNITED STATES

Sean Murphy, CTP
Treasury Analyst

KAR Auction Services, Inc.
Indianapolis, IN

UNITED STATES

Teresa Murray, CTP
Armstrong Flooring, Inc.
Lancaster, PA

UNITED STATES

Caroline Murtaugh, CTP
Sales Execution
SunTrust

Atlanta, GA

UNITED STATES

Gulnaar Murthy, CTP
Treasury Analyst
University of North Texas
Lewisville, TX

UNITED STATES

Samar Naga, CTP

Senior Financial Analyst and
Treasury Head

Arma Group

Cairo

EGYPT

Jairo Namur, CTP

Regional Head Latin America
SWIFT

Delray Beach, FL

UNITED STATES

Caroline Neal, CTP
Cash Analyst

NN, Inc.

Johnson City, TN
UNITED STATES

Colin Nelson, CTP
Wells Fargo Bank N.A.
San Francisco, CA
UNITED STATES

James Nelson, CTP
Principal Treasury Analyst
Blue Cross Blue Shield Assn.
Oakdale, MN

UNITED STATES

Brice Yannick Ngameni
Ngangue, CTP
Assistant Vice President
Citigroup

Jersey City, NJ

UNITED STATES

Quoc Nguyen, CTP

Treasury Management Analyst
Wells Fargo Bank

Houston, TX

UNITED STATES

Jingfeng Ni, CTP

Senior Analyst, Treasury
Operations

Hyundai Capital Canada
Toronto, ON

CANADA
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Kevin Nichols, CTP
New York, NY
UNITED STATES

Jeremy Nobil, FP&A, CTP
American Tower Corporation
Parkland, FL

UNITED STATES

Dan Noot, CTP

Director, Institutional
Investments

Russell Investments Canada
Toronto, ON

CANADA

Devin Obedzinski, CTP
Asset Liability Analyst
Farm Credit East
Rocky Hill, CT

UNITED STATES

William Oberg, CTP
Risk Manager
Santander Bank, NA
Marshfield, MA
UNITED STATES

Michael Obomanu, CTP
Fixed income Trader
United Bank for Africa
Lagos

NIGERIA

Michael Ohman, CTP
VP Cash Management
Operations Officer
Univest Bank
Souderton, PA
UNITED STATES

JillOlah, CTP

Asst. Treasury Manager
BlueLine Rental
Spring, TX

UNITED STATES

Kyle Olovson, CTP

Senior Consultant, Capital
Markets/Treasury
Actualize Consulting
Queens, NY

UNITED STATES

Ike Onyeador, Jr,, CTP
Financial Analyst

Citi

New York, NY
UNITED STATES

Josh Parent, CTP

Product Manager-Treasury
Services

Tri Counties Bank

Chico, CA

UNITED STATES

Logan Parkhurst, CTP
Treasury Analyst
Louisiana-Pacific Corporation
Nashville, TN

UNITED STATES

Chad Parramore, CTP
Treasury Management
Sales Consultant
Wells Fargo Bank, N.A.
Atlanta, GA

UNITED STATES

Douglas Parris, CTP
Treasury Manager
Dollar Tree, Inc.
Chesapeake, VA
UNITED STATES

Elizabeth Paylor, CTP
Treasury Advisor
Bank of America
Vacaville, CA
UNITED STATES

Kimie Pellizzaro, FP&A, CTP
Sr Manager of FP&A and
Treasury

Peterson CAT

San Leandro, CA

UNITED STATES

Matthew Pelt, CTP
Treasury Analyst
GPS Hospitality
Atlanta, GA
UNITED STATES

Daniel Perla, CTP

Associate Cash Manager
Florida Crystals Corporation
West Palm Beach, FL
UNITED STATES

Diana Phay, CTP

Cash Management Analyst
The Metropolitan District
Hartford, CT

UNITED STATES

Sean Pinto, CTP

Treasury Management Sales
Associate

JPMorgan Chase

Long Island City, NY
UNITED STATES

Rajesh Poduval, CTP
Business Analyst
Bank of America
Jersey City, NJ
UNITED STATES

Thomas Pontes, CTP

SVP

Bank of America Merrill Lynch
Boston, MA

UNITED STATES

Michael Powers, CTP
Treasury Analyst
Henry Schein
Melville, NY

UNITED STATES

Thalhath Puthiyapurayil, CTP
Accountant Sr.

Arabian International for
Steel Structures

Ras Al Khaimah

UNITED ARAB EMIRATES

Ryan Quinn, CTP
Treasury Analyst
Fiserv

Brookhaven, GA
UNITED STATES

Christopher Radke, CTP
Treasury Lead

Japan Canada Oil Sands Ltd
Calgary, AB

CANADA

Samir Rajab, CTP
Leejam Sports Company
Riyadh

SAUDI ARABIA

Alia Rakha, CTP

Financial Analyst

Cairo Poultry Company S.A.E
Cairo

EGYPT
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Andrew Rankin, CTP
Group Vice President
SunTrust

Charlotte, NC
UNITED STATES

Irfan Rasheed, CTP
Branch Mgr-Assets
SCB

Karachi

PAKISTAN

Tracy Raskow, CTP

Cash Management Specialist
Enterprise Bank and Trust
Company

Lowell, MA

UNITED STATES

Niharika Ravuluri, CTP
Senior Consultant
Deloitte

Jersey City, NJ
UNITED STATES

Lara Rayborn, CTP
Regional Sales Manager
SunTrust Bank
Richmond, VA

UNITED STATES

Chelsey Rehus, CTP

Treasury Management Officer
Central State Bank

Pelham, AL

UNITED STATES

Rebecca Reneau, CTP

Sr. Treasury Analyst
ATMOS Energy Corporation
Dallas, TX

UNITED STATES

Feliciano Reyes, Jr, CTP
Credit Analyst

Wells Fargo Bank, N.A.
San Francisco, CA
UNITED STATES

Sean Richards, CTP

Senior Finance and Treasury
Systems Analyst

American Tower Corporation
Boston, MA

UNITED STATES

Lynn Richer, CTP
Vice President
M&T Bank
Syracuse, NY
UNITED STATES

Andrew Robinson, CTP
Team Lead Investor Reporting
One Main Financial
Evansville, IN

UNITED STATES

Drew Robinson, CTP
Senior Financial Auditor -
Treasury Lead

Google Inc.

Mountain View, CA
UNITED STATES

Luis Rodriguez, CTP
Commercial Banker
Regions Bank

Coral Gables, FL
UNITED STATES

Ralf Roeske, CTP

Treasurer

MAHLE Industries, Incorporated
Novi, Ml

UNITED STATES

Victoria Rogers, CTP
Senior Finance Associate
Bain Capital

Medford, MA

UNITED STATES

Robert Rummer, CTP

Global Treasury Cash Manager
OMNOVA Solutions Inc
Uniontown, OH

UNITED STATES

Peter Ruohoniemi, CTP
Treasury Service Associate
Wells Fargo Bank

Ryan Russell, CTP

Treasury Management Officer
Regions Bank

Knoxville, TN

UNITED STATES

Katherine Saez, CTP

SVP, Head of Commercial Sales
SunTrust Bank

Atlanta, GA

UNITED STATES

Tyler Sailer, CTP
Treasury Analyst
Franklin Electric Co., Inc.
Fort Wayne, IN

UNITED STATES

Vondella Samuel, CTP
Lead Analyst
National Grid
Brooklyn, NY

UNITED STATES

Grant Sanders, CTP
Associate

Loop Capital Markets
Chicago, IL

UNITED STATES

Juan Sarabia, CTP
Treasury Analyst
Kaiser Permanente
Vallejo, CA
UNITED STATES

Daniel Sarti, CTP

Director - Finance and Capital
Markets

NextEra Energy, Inc.

West Palm Beach, FL
UNITED STATES

Brandon Sax, CTP
Supervisor, Treasury Services

Tucson Electric Power Company

Vail, AZ
UNITED STATES

Tassie Scarlett, CTP
VP

Wells Fargo Bank
Bridgeport, CT
UNITED STATES

Jason Schneider, CTP
Assistant Treasurer

ATMOS Energy Corporation
Dallas, TX

UNITED STATES

Susan Schroeder, CTP
SVP Business Risk Officer
Associated Bank
Milwaukee, WI

UNITED STATES

Herbert Schueneman, CTP
Treasury Management Sales
Officer

J.P.Morgan

New York, NY

UNITED STATES

Joshua Scochin, CTP
Senior Treasury Analyst
Sanofi

Stewartsville, NJ
UNITED STATES

Christine Serkedakis, CTP
Treasury Manager
BlueLine Rental

The Woodlands, TX
UNITED STATES

Barbara Shepherd, CTP
Electronic Payments
Accountant

James Madison University
Harrisonburg, VA

UNITED STATES

Kyle Siebold, CTP
Wells Fargo
Bloomington, MN
UNITED STATES

Mary Simpson, CTP
Director of Treasury
Rocket Science Group
Atlanta, GA

UNITED STATES

Eugene Sinkevich, CTP
Manager, Treasury Compliance
Manulife Financial

Toronto, ON

CANADA

Kevin Sisler, CTP

Director of Treasury and Mer-
chant Card Services
University of Kentucky
Lexington, KY

UNITED STATES

Amanda Smith, CTP
Senior Manager
Essendant Inc.
Deerfield, IL
UNITED STATES

Kelsey Smith, CTP
Duke Realty
Indianapolis, IN
UNITED STATES

Tim Smith, CTP
Treasury Manager
Glendale, CA
UNITED STATES

Matthew Sobieralski, CTP
Treasury/Financial Analyst
Superior Industries
Canton, Ml

UNITED STATES

Jeff Song, CTP
Treasury Analyst
General Motors
Madison Heights, M|
UNITED STATES

Luis Soto Rincon, CTP
Sr. Treasury Analyst
Brightstar Corporation
Miami, FL

UNITED STATES



Heather Sowden, CTP

Cash Management Accountant
GREENE TWEED & CO INC
Warminster, PA

UNITED STATES

Bryce Stadick, CTP
Treasury Manager
Oregon Health & Science
University

West Linn, OR

UNITED STATES

Hannah Stann, CTP
Treasury Coordinator
ProAssurance
Franklin, TN

UNITED STATES

Susan Stanton, CTP
Treasury Manager
CIRCOR International, Inc.
Burlington, MA

UNITED STATES

Karen Su, CTP
J.P.Morgan
Tustin, CA
UNITED STATES

Ramiro Tabares, CTP

Resource Mobilization Executive
BCIE

Tegucigalpa

HONDURAS

Benecia Tan, CTP
Treasury Controller
InterOil Corporation
SINGAPORE

Valentin Tataru, CTP
Treasury Dealer

ING Bank
Bucharest
ROMANIA

Sarah Taylor, CTP
Treasury Sales Analyst
Bank of America
Miami, FL

UNITED STATES

Zachary Taylor, CTP
Treasury Manager
Varde Partners Inc.
Minneapolis, MN
UNITED STATES

Elena Terekhova, CTP
UNOG

Trelex, VD
SWITZERLAND

Beatriz Tremols Castillo, CTP
Sr. Treasury and

Risk Management Analyst
The Brink's Company

Glen Allen, VA

UNITED STATES

Sandra Troiano, CTP
Senior Treasury Analyst
Aecon Group Inc.
Richmond Hill, ON
CANADA

Amanda Troope, CTP
Treasury Sales Officer

Bank of America Merrill Lynch
Chicago, IL

UNITED STATES

Francis Tshibangu Fwamba, CTP
Treasury Analyst

Celergo LLC

Chicago, IL

UNITED STATES

Joseph Tully, CTP
Investment Professional
Pennington, NJ
UNITED STATES

Jennifer Usher, CTP

Treasury Supervisor

Pica Management Resources Inc
Franklin, TN

UNITED STATES

Zafer Uysal, CTP
VP

MUFG Union Bank
New York, NY
UNITED STATES

Benjamin van Spronsen, CTP
Senior Consultant

EY

Chicago, IL

UNITED STATES

Georgina Villa, CTP
Corporate Treasury Senior
Analyst

BNYM

Pittsburgh, PA

UNITED STATES

Eduardo Waddington, CTP
Senior Corporate Banker
Banco Bradesco SA
Madison, NJ

UNITED STATES

Frank Wang, CTP
Treasury Analyst
Intuit Inc.
Cupertino, CA
UNITED STATES

Jing Wang, CTP

Senior Treasury Analyst
Symantec Corporation
San Jose, CA

UNITED STATES

Xiang Wang, CTP
Wellington Management
Company LLP

Boston, MA

UNITED STATES

Elizabeth Warning, CTP
Treasury Management Officer
Fifth Third

Chicago, IL

UNITED STATES

Sander Weel, CTP

Treasury Manager

Wurth Group of North America
Ramsey, NJ

UNITED STATES

Jonathan Weinberger, CTP
Managing Director, Debt
Capital Markets

Societe Generale Corporate &
Investment Banking

New York, NY

UNITED STATES

Jeremy Wells, CTP
Finance and Treasury
Accountant
RaceTrac Petroleum
Atlanta, GA

UNITED STATES

Eileen Wende, CTP

Associate Global Product
Development Commercial Cards
Citi

New York, NY

UNITED STATES

Tim West, CTP

Director, Central Canada
Corporate Cash Management
CIBC

Toronto, ON

CANADA

Sabrina Wilk, CTP

Controller

Horizon Legacy Energy Corp
Mississauga, ON

CANADA

Andrew Williams, CTP
Treasury

LDS Church

Salt Lake City, UT
UNITED STATES

James Williams, CTP
Capital Analytics Manager
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THE BOTTOM LINE

IRA APFEL

Although I am a Philadelphia Eagles fan | did not
write this article about the team to gloat. Really.

Treasury and finance actually can learn from the
Eagles and their head coach, Doug Pederson.

Pederson, as we saw during the Super Bowl and
all season long, was very aggressive on fourth down,
flagrantly flouting conventional wisdom and opting not
to punt. Why take this risk?

Maybe it was not really risky, and the conventional
wisdom was wrong. The Eagles enjoyed a 69 percent
success rate when going for it on fourth down instead
of punting. That aggression helped them win the title.

Crucially for treasury and finance, Pederson did not go
with his gut, as many observers said. Rather, he worked
with an analytics coach to calculate the probability of
success in various scenarios based on field position,
distance to first down, and strengths of the opposing
team. The assistant informed Pederson during games
of probability of success or failure. If the probability was
about even, then Pederson had the discretion to choose.

We live in a time of new data and analytical
technigues that can provide treasury and finance with
advantages—if we know how to use them, and are
brave enough to use them.
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What may seem counterintuitive may actually be
less risky. The Eagles’ effort to gather and analyze
data showed that going for it on fourth down was,
probabilistically, the best outcome for winning the
game. Are there opportunities that your organization is
missing because of inherent risk aversion? For example:

Are new products not approved because they
threaten an existing product line, thereby giving rise to
an outside competitor?

Are compensation and culture reinforcing
conservatism rather than risk taking? What is the risk
of waiting and missing?

The AFP Corporate Cash Indicators® survey shows
that companies have increased their cash holdings
over the past quarter-over-quarter and year-over-
year. Is that appropriate at a time when every major
economy is growing?

The lesson is clear: People and data make the best
decisions. People alone are subject to many biases
and fallacies; computers alone may be too formulaic
and predictable. Coach Pederson showed the way for
treasury and finance by leveraging data and personal
judgment to take the organization new new heights.

Fly Eagles Fly!
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We can help optimize your treasury operations and manage
interest rate risk on your business’ debt or investment portfolio.

If you mean business, visit mbfinancial.com/financialservices
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