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Executive summary

The future of the corporate treasury

From back-office function to strategic lead

A survey of large corporate treasuries and their objectives until 2017
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A strategic role for treasury by 2017

UNDERSTANDING THE CHANGING ROLE OF THE TREASURY

Over the last few years, treasuries have had to react to a number of regulatory changes and a vibrant macro environment,
while operating in the shadow of the 2008 global financial crisis. They have also had to respond to changing working
practices, as automation and digitisation have enabled easier and faster transaction and communication processes.

To find out how these changes have affected treasuries, we surveyed 82 large global corporate treasuries and interviewed
more than 60 CFOs and treasurers. Our research paints a clear picture of where the treasury stands today and where it

expects to be in 2017.

In this executive summary, we share our key findings.

From transactions to strategic advice

Following the 2008 global financial crash, it has proven both natural and desirable
for the treasury to take on strategic responsibility for funding. Treasurers and CFOs
alike acknowledge that a key part of the treasury’s role is now providing advice to

the business, and not simply executing transactions cost effectively. Over 45% of
respondents considered this aspect of their role of high importance; and almost 60%
thought that it would be a key responsibility for the treasury in two to three years.

Far from declining to “one clerk and a terminal’, the treasury is becoming a strategic
leader — nearly 50% of respondents said that participating in decision making
would be very important by 2017; just 26% thought that it was very important

two to three years ago. But that is not to say that the transactional element of the
treasury’s role is going away — around 60% of respondents said that it remains of
high importance and will continue to do so.

Cash and liquidity are key

We found that the treasury’s top priorities are cash and liquidity management,
funding and capital markets, and managing exposure to interest rates and FX risks.
Before the 2008 financial crash, the treasury’s areas of responsibility and objectives
were more evenly spread. But the crash put liquidity, access to funding, and risk
management front and centre — and they are still the priorities for the treasury
seven years later.

The treasury’s top-four objectives are: ensuring access

to cash and liquidity, reducing borrowing costs, providing
internal bank services and reducing transaction exposure.
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The future is centralised

Centralising the group’s cash and liquidity is the top priority for treasuries between
now and 2017, and nearly two thirds of respondents currently use this as a key
performance indicator (KPI). For treasuries tasked with driving efficiencies and
ensuring compliance, centralisation promises cost savings and greater visibility

of financing. It is particularly appealing to corporations that have expanded their
operations into multiple countries, and found that their finance arrangements have
become more complex and fragmented.

Technology is driving efficiencies

Technological advancements have been a key enabler of greater centralisation.
But they have driven efficiencies in other areas too and are also benefitting
those companies not pursuing a centralisation strategy. Developments in mobile,
cash pooling, and web platforms have made it easier for treasuries to handle
large volumes of activity. By reducing transactional pressures, technological
developments are allowing treasuries to focus more time on providing advice to
CFOs and informing strategic decisions.

Companies are hedging more risk

Managing risk and exposure around interest rates and FX figure high on the treasury's
list of priorities, both now and over the next two to three years. In line with this, large
corporates are working with their banks to hedge more risk — particularly to protect
themselves against fluctuations in FX and interest rates. And treasuries are also
expecting to carry out more hedging against commodities, income on liquidity and —
on the basis of geopolitical instability — the credit risk of their own customers.

Banking relationships are changing

As their treasuries evolve, large corporates are reassessing their relationships with
their core banks. While the largest corporates have the most core banks, many are
now looking to rationalise their banking arrangements wherever possible. Some now
have a small number of primary banks, which they turn to for most transactions and
support on new business ventures — although they also typically continue to have
relationships with other banks if these offer greater presence in a particular market.

Companies with a turnover of less than EUR 1billion have
three core banks on average; those with a turnover of over
EUR 5billion have 11.

These core banks need to understand the pressures that the treasury is under and
help it meet its objectives — to manage transactions cost effectively and to lead
strategy around funding.
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NEXT STEPS

To find out more about the
issues facing the treasury,
download the full Nordea

Treasury 2017 report

from Nordea Insights,
insights.nordea.com/go/
treasury-2017
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