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  The power of large groups TMS  
packaged for middle-market companies

 Cloud-based solution
 Fast implementation

Treasury
BY TREASURY LINE

Lite
The Cloud-based TMS for middle-market companies

THAT MOMENT WHEN YOU SHOW  
JUST HOW SORRY YOU FEEL FOR ANYONE  

WHO FAILED TO PICK THE RIGHT TMS…

François Masquelier,
founder of SimplyTREASURY
Luxembourg October 2020

When we talk about financial regulations, 
often treasurers become anxious and 
febrile, as if these new rules were always 
generating additional (admin) burden. 
Usually regulations generate additional 

headache to treasurers (e.g. new IBOR’s), while over time 
few of them (occasionally) may improve (e.g. EMIR Refit). 
The European Association of Corporate Treasurers (EACT) 
always advocates to try to influence regulations and defend 
treasurers’ best interest. Treasurers often forget EACT role 
and aren’t aware of the achievements of their peers. For 
example, with EMIR, we succeeded in avoiding the collateral 
obligation for derivative dealing, which saved billions for 
the “real economy”. PSD2 went even further than what 
treasurers were expecting and requesting. Banks measure 
every day the cost of such a wide opening. European 
Union went maybe too far. However, despite EACT efforts, 
sometimes, regulations have direct or indirect impacts on 
treasurers (e.g. Basel IV, new IBOR’s, ATAD, etc…).
The IBOR new benchmark rates seem to be a good idea 
with potential benefits for treasurers. Although, it may have 
negative consequences. For example, it implies technical 
issues with Treasury Management System developments, 
contractual reviews with all documentations to be checked 
for the reference rates used and eventually it also implies 
financial impacts with “ICE” rates (new subscriptions to 
feed IT systems). These rates are required but expensive, 
on top of a Bloomberg or a Refinitiv screens and feeding 
subscriptions). A regulation may appear better on paper and 
with downsides in reality…
The EMIR Refit is offering a fantastic opportunity to get 
rid of intercompany reporting, providing you get ad hoc 
exemptions from Supervisors (i.e. your domestic supervisor 
and all other supervisors for foreign entities. It appears to 
be a simple formality; but is must be done and maintained 

over time if the scope of affiliates dealing keep increasing. 
With EU, a gift is never completely for free. EMIR Refit 
intercompany reporting exemption implies formal demands, 
a bit of administration and extra costs for compliance. It 
would have been too easy to make it simple and automatic. 
Even external deals reporting can be pushed to banks 
(which will be even accountable for the reporting as of 18 
of June 2020). Therefore, these two examples illustrate 
perfectly the negative and positive aspects a regulation 
can generate. After implementation, a vast majority of 
treasurers will have forgotten who got these amendments 
voted, who lobbied hard to ease and flex tough and 
binding rules and who anticipated potential issues. We 
must still render unto Caesar that which is Caesar’s. EACT 
must be congratulated for its excellent work and great 
achievements. The direct but also indirect impacts of 
regulations are not always perceived at inception. When 
voted and implemented, professional associations must 
advocate to infer EU positions and soften provisions, when 
and where possible. New regulation’s impacts are not 
always easy to detect and to envisage. This is one of the 
roles of our associations to anticipate and prevent such 
damages and burden as much as possible. Every cloud has a 
silver lining, as well as every financial regulation. 

THERE IS A RIGHT  
AND A WRONG PATH
WITH FINANCIAL 
REGULATIONS
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TMS’s have evolved over time and especially the last 
couple of years. Treasurers are wondering whether 
TMS can further develop and will keep improving in the 
coming years or not? What could we expect? How to 
best choose your IT treasury solution in a complex and 
competitive environment? These issues are the ones 
we will try to answer to.

TECH DEPENDENCY OF TREASURY
Treasury management has maybe been for too long 
tech dependent. Nevertheless, technologies have never 
been so sophisticated and multiple. Innovation offers 
new opportunities but could also increase further the IT 
dependency. The fast-evolving IT technologies will present 
lots of new challenges for treasurers (e.g. How to further 
automate? How to use AI? Are robots the panacea? Need 
for more predictive analytics ad dashboards. How to enrich 
data visualization? etc.…). Treasurers will move from routine 
reporting to dynamic reporting to ideally become more 
strategic. A challenge but also an opportunity. Treasurers 
should develop what I call “TI” (i.e. “Treasury Intelligence”), 
a fantastic (potential) win. That’s the real challenge of 
treasury in the coming years. The challenge number 1, which 

can make their job different and push them up within the 
finance organization. 
The modern TMS’s have evolved to encapsulate treasury’s 
needs in a superior, secure and compliant framework. We 
have to admit that TMS’s have come a long way since 
their introduction in the early 90’s when they were only 
implemented at large corporations level. 
It is also fair to admit that technologies offer tons of new 
opportunities, besides challenges (e.g. bots, AI, BI, new API’s, 
etc.…). For example, API’s and PSD2 will open a wide new 
world: an IT revolution has been launched. Nevertheless, 
IT architecture of treasury departments will continue to 
complexify over time, with add-on’s or best-of-breed 
specific solutions. Unfortunately, today, despite these 
fantastic evolutions no TMS solution seem to be really and 

fully satisfactory or to cover 100% of a treasurer’s needs.  
We need to add some specific solutions to complete the 
main tool and to produce ad hoc reports and somehow 
fragment further and further our IT treasury landscape. 

TMS: THE VITAL IT TOOL WE LOVE TO HATE
Have you ever met a treasurer who was entirely happy 
with his/her TMS? Well I haven’t. A bit like a mobile phone, 

EVOLUTION OF TREASURY  
TECHNOLOGY AND SOFTWARE:

WHAT CAN WE

THE NEXT  
FEW YEARS?

EXPECT 
OVER

THE MODERN TMS’S HAVE EVOLVED TO ENCAPSULATE 
TREASURY’S NEEDS IN A SUPERIOR, SECURE AND 
COMPLIANT FRAMEWORK.
François Masquelier, Chairman of ATEL
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horizontal integration is no longer the norm… Specialisation 
and niche are more tailored and less risky strategies. The 
idea of purchasing a versatile robot capable of helping with 
all the general chores no longer appeals to treasurers. These 
days, they prefer the “best of breeds” and to build their 
own IT architecture, even if it’s complex and comprised of 
elements specialised in this or that type of functionality. 

CONSOLIDATION OR FRAGMENTATION?
While it may be reasonable to think that consolidation of 
the TMS market is possible and likely, it’s also fair to assume 
that size alone doesn’t solve everything. The mini-ERP trend 
appears to be abating. Without private equity managers 
behind them, publishers can be more reasonable and more 
prudent. Why grow too much (or too fast)? The advent 
of FinTech’s is changing the status quo but also bringing 
with it an infinite number of opportunities. Coming up with 
“TMS fiction” is a tricky exercise, but if I had to make 9 
predictions for the future (within 5 years), I would plump for 
the following: 
1.  a consolidation of the market through acquisition and the 

disappearance of publishers, 
2.  the demise of TMSs in mini-ERP mode, 
3.  a stabilisation phase with few new products but an 

opening up towards other solutions such as ETL (i.e. 
“Extract Transform Load”) to aid the optimisation of 
solutions, 

4.  an off-the-shelf range of products which are easy to use 
but less flexible in terms of their implementation, 

5.  a focus on IA, 
6.  the search for security, a major objective of clients, 
7.  new functionalities for predictive analysis, decision-

making and dashboarding, primarily via add-ons that can 
be grafted onto the solution as complements, 

8.  robotization will be everywhere and common practice for 
all, and finally,

9.  few new functionalities (that don’t already exist today).
And that’s to name but a few. Having said that, the 
software’s structure will undergo little in the way of 
fundamental transformation. The Holy Grail for treasurers 
remains (total) automation and the interfacing of all tools, 
but I don’t see the emergence of any solution that would 
facilitate that over the next five years. So, there’s no “Swiss 
army knife” TMS solution around the corner, but certain 

elements will need to be adjusted in order to obtain the 
desired result.

IF IT ISN’T (COMPLETELY) BROKE, WHY FIX IT…?
It’s a legitimate question to ask, isn’t it? I think that the 
pressure on treasurers to deliver more or better-packaged 
information is growing. There’s also more pressure in 
terms of the cost of tools, so our strategies are having to 
change, and the solutions may also follow suit in response 
to treasurers’ increasing requirements regarding reports 
and regulatory compliance. In order to increase productivity 
and quality, it’s vital to harness the development of IT tools, 
but it will require creativity and talent within treasuries to 
achieve this objective. Treasurers therefore need to think 
about recruiting differently in the future and technology 
should be envisaged as an opportunity to review our role 
and its scope. In the future, it may be more as a catalyst 
for the development side, but the difficulty consists of 
adequately assaying the technology and maximising use of 
existing resources. After all, you can’t revolutionise your IT 

tools from one day 
to the next; there 
must be a clear and 
established “Treasury 
IT” strategy, but 
all too often this is 
lacking. This amounts 
to travelling without 
map or compass, but 

these days, we simply must contend with cyber-attacks, 
fraud, tight regulations, obligatory reinforcement of internal 
controls, greater centralisation, a disrupted economic 
environment and an absence of standardisation (which 
prevents the task’s facilitation). Treasurers are going to 
have to become “data consumers”). 

“MULTI-TENANT SOLUTIONS” THE FUTURE
The “single-tenant” solution has admittedly permitted the 
specific configuration and development of the most suitable 
solution for each client. However, this type of solution is 
starting to disappear in favour of “multi-tenant solutions” 
preconfigured in terms of functionalities and hosted 
and maintained on the vendor’s cloud, where each client 
uses the same version of the software. Their price and 

THE “SINGLE-TENANT” SOLUTION HAS 
ADMITTEDLY PERMITTED THE SPECIFIC 
CONFIGURATION AND DEVELOPMENT  
OF THE MOST SUITABLE SOLUTION  
FOR EACH CLIENT.
François Masquelier, Chairman of ATEL

it’s an essential bit of kit that’s we’re never going to be 
100% happy with. These tools been around for so long 
now, but there always seems to be a vast chasm between 
what a treasurer expects from his/her new solution and 
what it can deliver, hence the widespread frustration. One 
useful step towards alleviating this disappointment would 
perhaps be to not have too many fixed ideas about what 
the tool will be able to do and to instead accept, ahead of 
any project, that it won’t be able to tick all the boxes. If you 
start from the belief that you’re seeking the best or most 
suitable solution possible rather than perfection itself, 
you’re more likely to be able to avoid that oh so common 
exasperation. This approach can best be summed up as the 
Coué Method, i.e. the calibration of your expectations and 
the setting of (more) reasonable ones, without allowing 
yourself to be thrown of course by an over-enthusiastic 
vendor. Caution and keeping your feet on the ground should 
be the watchwords here. If you start from the presumption 
that the perfect solution simply doesn’t exist, you’ll then 
be coming from a calmer place as you get to grips with the 
project.

THERE ARE 8 MAJOR TRENDS WE CAN EXPECT  
ON THE TMS LANDSCAPE

  Vendor consolidation (a step further should be reached)
  Wide spectrum of niche solutions (market fragmentation 
– newcomers from FinTech sphere)
  Different deployment model
  Explosion of new (smaller) providers and Fintech’s
  Larger digital adoption and new unexpected 
developments
  TMS solutions become more generic and less open to 
specific developments required by users
  Need for ETL (Extract-Transform-Load) to develop ad hoc 
reporting and bundle solutions, including dashboarding
  Everything in the cloud (SaaS for all – no more license of 
software)

TECHNOLOGICAL THRESHOLD REACHED
When it comes to treasury systems, a certain level has 
basically been reached and it’s fair to assume that the next 
one is considerably higher and will take a fair bit of time to 
be attained. Such huge progress has been made in recent 
times that getting any higher seems challenging to say the 

least. It’s a bit like skiing with and the advent of “carving” 
and parabolic skis, or bicycles with carbon frames and then 
disc brakes. Whenever a technological or technical threshold 
is reached, a certain amount of time is required before the 
next major innovation can occur. For us treasurers, maybe it 
will involve artificial intelligence…? But in any case, I believe 
we’re in one of these lulls at the moment and the effect is 
perhaps accentuated by the fact that today’s TMS’s are all 
cloud-based in the form of SaaS – Software-as-a-Service 
solutions (which display certain advantages regarding 
updates, i.e. their automation). However, just like any coin, 
standardisation has a flip side: the more one standardises 
and produces “off-the-shelf” solutions, the less one can 
customise and tailor adjustments. But this is a choice that 
TMS publishers seem to have made. They want to produce a 
standard with a limited range, not present a mind-boggling 
Porsche-like selection. Too many solutions are cannibalising 
other products, while too many products are costly in terms 
of development and maintenance. There’s a clear trend among 
publishers of targeting and limiting their production to one 
or other model but, to use the car comparison again, when 
making a purchase, it makes little sense to opt for an end-of-
life model, as it will soon be obsolete and/or will depreciate 
even faster. Longevity is important. Yes, your vehicle will still 
get you from A to B, but it will lack the latest options and 
innovations that make new products safer, faster, etc… 

VIABILITY OF THE TREASURY SOFTWARE PUBLISHER
When choosing a new TMS, it’s also important to factor in 
the resilience and size of the software publisher. Investing in 
a product produced by a start-up or SME is not perhaps the 
best choice, although the opposite also has its pitfalls. Many 
publishers are not too keen on developing new personalised 
functionalities for cost reasons and even if they pass on the 
cost to the client, this has little impact in the medium term. 
There’s often a severe lack of development staff, which also 
explains this trend towards focusing on the standard, which 
must then be accepted as is. It’s then left to the treasurer 
to adapt to the tool rather than vice versa, so it’s inevitable 
that there will be shortcomings that the treasurer will 
have to accept or work around. It’s not been uncommon 
for publishers to consolidate the market and become 
mini-ERP’s, with stacked solutions that are not always 
sufficiently linked. But is that now a bygone era? Size and 

WHENEVER A TECHNOLOGICAL OR TECHNICAL 
THRESHOLD IS REACHED, A CERTAIN AMOUNT  
OF TIME IS REQUIRED BEFORE THE NEXT  
MAJOR INNOVATION CAN OCCUR.
François Masquelier, Chairman of ATEL
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deployment time will be necessarily lower as a result, but 
treasurers will have to adapt to these predefined models 
instead of adapting the system in line with their way of 
working. However, “one size does not fit all” applies here and 
this will compel users to bend to the tool rather than vice 
versa, except when demonstrating the usefulness of the 
functionality for all users.

A DIGITAL DISRUPTION LOOMS ON THE HORIZON
It’s clear that the boundaries between solutions are 
becoming more fluid and that barriers are being lowered, 
offering new opportunities. Cost pressure and efficiency 
improvement will help convince treasurers to review their 
technological/IT strategy. The need for more real-time 
information and a more predictive approach is forcing us 
to reinvent ourselves. Unfortunately, our old road maps 
and strategies have all too often come up short, so that’s 
the first piece of advice to be taken on board. The entire 
ecosystem is changing, with the arrival of SWIFT bpi, 
instant payments, KYC registers, API’s with the PSD2, 
new e-payment methods and new business models, RPA, 
artificial intelligence; machine learning, etc… Of course, a 
treasury’s IT strategy cannot be frozen for ever. It needs 
to evolve… and fast. Automation, in whatever form, is the 
primary objective. The treasury is the depository for a mass 
of financial data. In order to evolve, it needs to transcend its 
initial roles and focus more on data science. 

Finally, everything will hinge on a treasurer’s appetite and 
capacity for change. Technology is the saviour and the 
future, at least for treasurer’s adept at mastering and 
harnessing it. Only technology can lighten the workload to 
leave you free to focus on analysis and strategy.  
Over the coming 5 years, the biggest challenge will lie in 
this capacity to gradually evolve, bit by bit, towards greater 
digitisation. Virtualisation is and will be more dominant 
and prevalent in the shaping of treasuries’ futures, more so 
than in any other financial profession. TMS technology will 

eventually (more long 
than short-term) 
allow the grafting 
on of robotics, 
artificial intelligence, 
algorithms, etc… 
in order to move 

up another level and enter a new dimension. But let’s 
give the developers of this software a little more time to 
meet our insatiable appetite for new functionalities. As 
you see, the choice of the ideal treasury IT architecture is 
complex and to be contemplated on a case-by-case basis. 
It is necessary to find the ideal formula and the right mix 
between different modules either provided by a single 
provider or in combination with specialists of their field (i.e. 
best of breeds) and by interfacing them. Believe me, this 
IT strategy to be determined is a true case of conscience 
and deserves careful attention as the decisions that will 
result will have major and long-lasting impacts on your 
function. So be prepared and cogitate before embarking on 
revolutionizing your Treasury IT infrastructure. Is not it said 
that “the best is ahead”? (as far as you are prepared for the 
future). 

          THE 10 KEY ISSUES TO BE ADDRESSED IN RFP’S:
1.     Well-defined investment strategy in digital trends and new technologies

2.     Good understanding on how vendors are selling and delivering tools

3.     Being conmfortable with average implementation time

4.     Frequency of updated versions and key-user groups

5.     Identifying divergences if any and how to circumvent them or sort them out

6.      Commitments from IT vendors (if any) must be clear, precise and stringent  
to ensure delivery

7.     Ways to address regulations, compliance and IFRS standard changes

8.     Maintenance fees inflation over time (system description)

9.      Having the right treasury team in place to face rapid tech cjhanges with  
ad hoc IT skills

10.   Full support from IT team and access to TMS for plugging an ETL (if needed)

TREASURY DIGITAL TECHNOLOGIES
Classic enablers and providers Today

Cloud and SaaS solutions PRA’s and robotization of processes Data and predictive analytics/forecasting sensisitivity

Machine learning/leveraging of AI Advanced business analytics Dashboarding, KPI’s and data visualization

New (maybe) technologies and providers Tomorrow

API’s (with PSD2) Block chain derived technologies (DLT) Virtual assistant /decision making solutions

“Digital is no longer just the future… it is a reality”

VIRTUALISATION IS AND WILL BE MORE 
DOMINANT AND PREVALENT IN THE 
SHAPING OF TREASURIES’ FUTURES.
François Masquelier, Chairman of ATEL
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Why are some corporate users of the Swift 
network contemplating alternative solutions?
In the marketplace and especially in the treasury community, 
Swift remains the favoured solution for large corporate 
organisations. Since their aim is to be bank-agnostic, 
accessing the banking sector through a highly secure 
network is optimal for them. That’s the theory at least, but 
in reality, being really bank-agnostic is not so easy even 
when using the Swift network. That’s because a corporate 
group needs to deal bilaterally with each of the banks it does 
business with. Secondly, they have to deal with the local 
characteristics of each bank, which do not necessary offer 
the same products or services in each jurisdiction. European 
directives are seeking to harmonise the payment environment 
as far as possible, but in terms of connectivity and local 
product specificities it remains a pain point for corporates. 
The final issue relates to the complexity of technology. 
Corporate groups are required to take on board and manage 
the technical complexity of solutions, which is not a core 
function either of a company or a treasurer. They should be 
focusing more on strategic activity rather than technology 
implementation. All these factors make it difficult to be truly 
bank-agnostic.

How has ING responded to this situation?
We have seen clients request ING to play the role of central 
hub for all accounts opened with different banks around the 
world. To begin with we did not offer solutions to meet this 
demand as per definition ING focuses on its own business 
first. We then came up with COBASE as an alternative to 
Swift solution for Corporates. ING is an innovative group, and 
CEO Ralph Hamers has set out the ambition of transforming 
the institution from a traditional bank to a technology 
company with a banking licence. Traditional product design 
approach has been replaced by a dynamic and more efficient 
approach based on innovative methodology and on working 
closely with fintech companies. Purpose is to face challenges 
coming up in the future, to end the traditional way of working 
in favour of a positioning that is beyond banking, anchored in 
innovation and finally remain competitive in a fast-moving 
environment. ING wants to create a differentiating experience 

to its clients that helps to stay one step ahead in life and 
business. COBASE is a fintech firm created a year ago that 
offers a multitasking platform for large corporate clients. We 
save the client from the technical complexity of having to 
create their own solutions and act as a single point of access 
to all their accounts around the world, with whatever banks 
they have chosen. We deal with all the tech set-up difficulties 
on the COBASE platform where they do not affect the 
client – which is the key point, as well as providing payment, 
advanced reporting, Robo assistant and cash management 
modules. COBASE deals with all the aspects of connectivity – 
it is now connected to 80 banks in 50 countries and onboards 
on average two clients a month. While some clients are wary 
of the risk of working with fintech providers, the approach of 
COBASE is to work with clients using a co-creation approach 
with clients and in a cooperation mode with banks. This is the 
key element, in which we design together with clients the 

products and services that fully meet their needs. COBASE is 
fully independent of ING from an operational point of view and 
operates under its own label and under its own management, 
but remains 85% owned by ING. The strong message we are 
sending to clients is that behind this fintech stands a robust 
international institution. In conclusion, the unique selling 
point of COBASE is the fact that it combines services of 
Payment hubs, Service Bureau, and Treasury Management 
System, an all-in-one solution that helps corporate clients to 
be successful on the long term and efficient in leading their 
business activity. 

What is the positioning of ING Luxembourg on ESG 
and green finance? Are you developing your offering?
There is an increased focus on ethics, sustainability, and 
social and environmental responsibility, something that all 
stakeholders are sensitive to. A decade ago, the focus was 
on changing the behaviour of individuals and companies, but 
now the need to take concrete steps, notably to help curb 
climate change. ING believes that corporate responsibility 
in these areas will be a key business driver over the coming 
years. The group has long been committed to sustainability 
and has put it at the heart of its strategy and values, to help 
clients embrace sustainability and to face the challenges of 
a changing world. We see these threats and fast-changing 
technology as opportunities – notably, to become the 
industry leader in sustainable finance at both domestic and 
group level. In Luxembourg we are developing both lending 
and transaction services, and have rolled out two products, 
for both large corporate clients, and for the fund, SME and 
medium-size business segment, that provide incentives to 
clients to become more sustainable. With the sustainability-
linked loan, we offer a discounted interest rate to clients that 
are meeting their sustainability targets. We are also working 
on green loan and bonds that focus on the asset itself – if 
it has been classified as green, we offer a discount to the 
interest rate here too. We believe our transaction model can 
have an impact on our clients - the more sustainable they are, 
the lower the cost. We have established a dedicated group in 
Luxembourg to develop that activity in the Grand Duchy. 

14

Laurent Leclef, Head of transaction services at ING, 
says the group is offering the COBASE multibanking 
platform as an alternative to Corporate Swift solution 
to preserve clients from technological complexity, 
as well as developing new products to encourage 
embrace of sustainability.

WE SAVE THE CLIENT FROM  
THE TECHNICAL COMPLEXITY OF 
HAVING TO CREATE THEIR OWN 
SOLUTIONS AND ACT AS A SINGLE 
POINT OF ACCESS TO ALL THEIR 
ACCOUNTS AROUND THE WORLD.
Laurent Leclef, Head of transaction 
services, ING

Laurent Leclef,
Head of transaction 

services, ING
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LAURENT LECLEF (ING):
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It is sub-normal to give zero on current accounts when 
the ECB charges – 50 basis points. We know they 
will have to move. However, who will come out of the 
woodwork the first? DeGiro, a Dutch on-line bank, has 
decided to charged above balances of EIR 2.500,-. 

For the first time individuals will be taxed on their current 
accounts. Some private banks already started charging 
clients above thresholds for deposits. If such a bank pays 
to money market funds, on cash rich positions, it must 
of-set the costs. This charge of negative interests will be 
partly compensated by broker charges reductions, applied 
to customers. The bank will apply several incentives to push 
customers to invest more. Negative rates can be therefore 

compensated partly. Who will be the next one? At least, this 
is the beginning of a more global necessary move, no one has 
dared to initiate. When products or services aren’t properly 
charged, it always somehow and somewhere unbalances the 
financial system. Will it foster speculation on equity or other 
asset classes? Maybe. With a cost of 0,50 % any investor 
should consider on-boarding of a limited volatility to potential 
generate yield. A volatility at the level of the potential cost of 
negative rates is the minimum a corporation should tolerate 
and accept. The corporate asset management strategies 
of corporates must be revisited and encourage taking more 
risks. If banks do not charge for these negative rates, they 
will be directly impacted by their unbalanced ALM and could 

face tough times in the coming years. Is this central bank 
policy the right one? Who knows? Flat yield curves and even 
worst below zero yield curves aren’t such good news. Extreme 
situations sometime help cleaning a system or re-organizing 
the interaction of stakeholders. As rates will remain negative, 
no one could just seat and wait.  It is advised to at least 
contemplate alternative solutions and potentially to adopt 
more volatility, which will be justified by upside expectations 
(even if random). Decidedly, nothing is simple when interest 
rates are upside down. 

When will retail bankers start to charge 
accounts of individuals with negative interest 
rates? That’s a key question? By not charging 
properly or at fair price, despite the benefits for 
individual investors, bankers are distorting the 
market and impacting other financial activities.

CHARGED TO RETAIL  
CUSTOMERS?

WHO WILL COME OUT OF THE WOODWORK

WITH  
NEGATIVE  
RATES

François Masquelier,
SimplyTREASURY

WHEN PRODUCTS OR SERVICES AREN’T PROPERLY 
CHARGED, IT ALWAYS SOMEHOW AND SOMEWHERE 
UNBALANCES THE FINANCIAL SYSTEM.
François Masquelier, SimplyTREASURY
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when you are long, to reduce 
as much as possible principal 
destruction and losses, and for 
those who are short to be ready 
to keep paying only margins (as 
benchmark rates are quasi all 
negative). Without flooring of 
rates for borrowers, banks would 
be in an even worse situation.

CASH-POOLING LONG POSITION 
SHOULD BE CHARGED 

Even if some banks are still giving 
zero on long positions on current 
accounts, they should stop one 
day or the other. Nevertheless, 
because of this temporary 
“generosity” and artificial situation, 
MNC’s Group Treasurers grant a 
zero return on cash-pooling to 
their affiliates. It means a gift of 
the new “ESTR” rate (at least) 
plus margin. Under new Transfer 
Pricing (TP) rules, it is difficult 
to justify. And on the other hand, 
with less than zero percent 
on current accounts, affiliates 

would complain. Banks should 
charge client at the real cost or 
at least at cost (i.e. rate received 
from ECB for their deposits). 
Thus, banks make losses as the 
deposits to the ECB are charged 
at “ESTR” or equivalent term 
rates (i.e. at negative rates). 
Unbalanced situations always 
create problems and are not 
sustainable, and certainly not 
at such a high cost for banks. It 
is a form of dumping imposed 
by the market. Some banks 
are facing number of problems 
and see compliance charges 
increasing overtime at crazy 
levels. Basel IV is announced. It 
will certainly deteriorate even 
further the situation. By dumping 
everything or not pricing properly, 
a bank cannot remain profitable. 
With negative rates, their ALM 
management is also more 
complicate, even with mortgages 
and long-term loans, to partly 
offset.

TAKING MORE RISKS TO 
COMPENSATE CURRENT INTEREST 

RATES: BAD OR GOOD IDEA?
Some Corporate Treasurers are 
tempted to make deposits to 
unrated or lower rated banks to 
try to get more return or less 
capital destruction. They will 
onboard more counterparty 
risks to simply improve returns. 
It sounds silly. The asset 
management strategy should be 
adapted in such an interest rate 
environment. However, it should 
not imply increasing credit risk 
taken. The strategy of taking risks 
by onboarding more volatility and 
investing in non-cash and cash 

Would negative interest 
rates not have perverse 
effects? If these interest 
rates (at least in Europe) 
remain negative for a 
long time, it will have 
indirect and collateral 
consequences that 
are often neglected or 
unsuspected.

PERVERSE EFFECTS
Let’s look at some of the 
consequences. There are many 
others that we have certainly 
forgotten. Nevertheless, the first 
question to address is related to 
EU State Members: could they 
manage budget deficits without 
these low/negative rates? It is 
impossible to imagine. Indeed, 
their debts have increased too 
strongly since the 2008 crisis. 
State debt service requires 
interest rates low or even at 
zero to pay less interest despite 
the increase in the amounts 
borrowed and therefore the 
potential interest charges. This 
is an obvious paradox: lower 
rates should mean less debt and 
easier repayment and eventually 
it resulted in more debt… but 
with less interests to pay. Low 
rates encourage individuals and 
many others to borrow in order 
to invest in real estate, creating 
a kind of real estate bubble. 
What serves one can serve the 
other (or the others). The a priori 
positive effects of low rates 
seem to be underestimated. The 
long persistence and length that 
has struck Japan for so long is 
frightening, in my opinion, and 

THE WORST TO COME  
IS NEVER FAR AWAY… 
(OLD POPULAR ADAGE)
François Masquelier, Chairman of ATEL

LOWER RATES SHOULD MEAN LESS 
DEBT AND EASIER REPAYMENT  
AND EVENTUALLY IT RESULTED 
IN MORE DEBT… BUT WITH LESS 
INTERESTS TO PAY.
François Masquelier, Chairman of ATEL

drive us into a new paradigm, 
a new dimension and involves 
a whole new way of managing 
finance. There may have been a 
“before the negative rates” and 
an “after” as a kind of border 
between two economic worlds. 
These rates will have a long-term 
effect perhaps deeper than the 
global crisis of eleven years ago. 
Economic history may confirm it in 
a few years.

WHO COULD HAVE EVER IMAGINED 
NEGATIVE RATES?

Negative interest rates, who 
would have even imagined such 
a situation 5 years ago, in a 
declining rate environment. The 
situation we are facing these days 
is unique in the whole financial 
history and exceptional, although 
it could last for years. Time is now 
destroying value, conversely to 
what we all learnt at university. 
The cash asset class is the less 
productive. The objective is now, 

THE UNSUSPECTED

OF NEGATIVE 
INTEREST RATES

CONSEQUENCES
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François Masquelier,
Chairman of ATEL

equivalent assets or funds is 
possible, if properly framed and 
ring fenced. It requires dedicated 
tools, new investment policies and 
courage to change things. Why 
should CFO’s be simply resigned 
in front of the value destruction? 
Why not tempting a more dynamic 
asset management strategy? I do 
recommend it.
 

QUASI ALL LOANS ARE THESE  
DAYS “FLOORED”

All loan documentations have 
been floored. Borrowers cannot 
fully benefit from negative rates 
as rates are floored at zero. 
Conversely, term deposits arent’ 
and money market funds give 
negative returns. All intercompany 
loans and cash-poolings of an 
MNC should be mirrored with 
external financing and therefore 
“floored” too, to avoid mismatched 
funding structures. The net results 
generated by the Central Treasury 
could be tax inefficient. If such a 

case occurs, it reduces reasons 
for choosing a tax heaven. As 
recommended by OECD Transfer 
Pricing principles, intercompany 
funding methods should be 
applied consistently. Such current 
rates do not help being consistent.

TIME DESTROYS VALUE, UNUSUAL 
FINANCIAL PRINCIPLE NEVER 

CONSIDERED IN FINANCE 
MANUALS

Accepting negative return results 
in tolerating value destruction. 
Paying for lending money seems 
harsh but accepted by all. For 
Money Market Funds (MMF’s) 
and with the recent reform, it is 
impossible to maintain constant 
NAV or even the newly created 
so-called “LVNAV”. American 
constant NAV MMF’s were not 
build and set up for a negative rate 
environment. If they cancel shares 
to compensate negative rates, are 
they still really at “constant NAV”? 
There is a technical issue with the 

new LVNAV’s, which make them 
impossible to develop. Eventually, 
low rates also oblige fund 
managers to reduce at minimum 
their margins, impacting their own 
profitability. Dumping is not the 
answer to such rates.

BESIDES CORPORATES,  
ALL STAKEHOLDERS  

ARE ALSO DEEPLY HIT
The banks are penalized by these 
negative rates, which cannot 
always be properly recharged 
to customers. A zero percent on 
an account has a huge cost and 
remain unsustainable in mid-run. 
No one would like to have weaker 
banks. The market capitalizations 
of some of them are so low that 

we can suppose a further bank 
consolidation. However, it doesn’t 
come because these banks are 
afraid by size and know size 
doesn’t solve all problems. Look 
at recent unsuccessful attempt 
to merge some of the German 
banks. To avoid systemic risks, 
the major banks must remain 
solid and robust. The ECB itself 
must continue being creative and 
innovate to maintain the whole 
economic system in place. Its 
strategies are complex and will 
remain dangerous and artificially 
hold the financial world. The 
systemic risk remains the main 
threat. The paradox of compliance 
rules reinforcement which has 
huge costs while banks or lots 
of them are weakening and 
suffering from these low rates 
and complicate ALM management. 
To reduce risks, we have adopted 
compliance regulations which now 
cost so much that they penalize 
P&L of banks, on top of the weight 
of negative interest rates. The 
combination of negative factors 
is weighting on results and alter 
solidity of many institutions. 
Even if treasurers would prefer 
not been charged with negative 
rates on current accounts and 
deposits, the floored rates for 
borrowing should be accompanied 
by unfloored rates for deposits, to 
compensate. If not, I guess times 
will become tough for bankers. 
Treasurers need strong(er) banks 
and couldn’t be pleased by such a 
difficult banking situation. We can 
also list other investors severely 
hit, like insurance companies 
or pension funds, both directly 
impacted by negative rates. On 
the other side, Private Equity 
Funds seem to grow fast, as 
alternative investments. 

TAX AND TP ISSUES
As already mentioned, the 
TP rules, for cash-pooling for 

example, are complicate to be 
followed and respected. However, 
the consistency is needed and 
must be justified. There are risks 
of arguments with Inland Revenue 
in case of tax audit. The interests 
collected are taxed (in principle). 
Therefore, are interest losses 
(paid on deposits) deductible 
symmetrically? When rates are 
around zero (+/-), it is difficult to 
apply spreads/margins, which are 
often minimized. Being consistent 
over time has become complicate 
when rates felt down below zero 
percent. Nevertheless, there 
are good news. For example, the 
lower the rates, the lower the 
risk around interest deduction 
limitation (imposed by ATAD 1) 
will be. 

SYSTEMS WERE ADAPTED  
TO MANAGE NEGATIVE RATES

IT systems have been adapted 
to be able to treat such negative 
rates. It was one of the easiest 
measures, although not that 
easy as unexpected. Maybe it 
was the simplest adjustment to 
achieve. Recent new IBOR’s have 
also imposed adjustments of IT 
solutions.
Beside the systems, 
documentations have/had also to 
be amended to incorporate these 
newly negative rates and the 
“flooring” of rates (at zero or not), 
consequence imposed by lenders 
to avoid paying for lending (which 
remains a crazy paradox, when 
you think about it). 

NOTIONAL INTEREST DEDUCTION 
(NID) ARE IMPACTED TOO

In Belgium where NID was 
invented, large MNC’s will not be 
able to deduct them from the 
taxable profits as the rate of this 
tax advantage will pass under zero 
percent in 2020 (i.e. – 0,092%). 
The tax authorities had thought 
about a ceiling and maximum 

threshold of 3,0 percent to limit 
deductions. However, they never 
thought about a negative rates 
situation and therefore they never 
considered a floor, for example 
at 0,5 percent. On top of that 
Belgian have limited the deduction 
to the new equity injected and 
not anymore to the whole equity. 
With lots of countries reducing 
corporate tax rates, it reduces 
even further the advantage of 
such deduction. We can see that 
a tax advantage can become 
(temporarily) obsolete or limited. 
If because of economic reasons, 
Belgium loses its tax competitive 
advantage for what we can 
foresee as a long period of time, 
MNC’s could be tempted to move 
abroad. 

THE LIST IS TOO LONG  
AND CONSEQUENCES NOT ALL 

PERCEIVED AND KNOWN
As we can see, we have just listed 
couple of potential consequences 
and impacts of negative rates. 
The worst should come from 
the possible longevity of this 
crazy and unusual situation. The 
impacts will be tough although 
gradual, deep although apparently 
beneficent and pernicious although 
anticipated by the markets. We will 
certainly address again this major 
issue for the global eco-system. I 
am convinced that despite some 
obvious virtues, negative rates 
aren’t sustainable or will have 
major insidious consequences we 
aren’t prepared for. 

AS RECOMMENDED BY OECD TRANSFER 
PRICING PRINCIPLES, INTERCOMPANY FUNDING 
METHODS SHOULD BE APPLIED CONSISTENTLY.
François Masquelier, Chairman of ATEL

TO REDUCE RISKS, WE HAVE ADOPTED 
COMPLIANCE REGULATIONS WHICH NOW COST 
SO MUCH THAT THEY PENALIZE P&L OF BANKS.
François Masquelier, Chairman of ATEL
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From July 2020, all 
SWIFT users will be 
obligated to carry out an 
independent assessment 
when self-attesting 

(CSP). Although it is not a real 
surprise for Corporates, it is 
coming faster than expected. 
As you all know we have year 
on year (for good reasons) more 
and more new internal controls 
and from “optional” some 
become “mandatory” over time. 
It means that the assessment 
will take more time, will imply 
potentially more infrastructure 
and security investments and 

by an external independent firm 
like a “big4”. The independent 
assessments must cover all 
mandatory controls according to 
the last version of the Customer 
Security Controls Framework 
(CSCF) to ensure consistent 
approach. For external reviewers, 
they must be registered by SWIFT. 
Again, and although no one could 
contest the benefits from such 
assessments and reviews by 
independent partners, we must 
admit that it put another layer of 
complexity, costs and resources 
just to remain compliant and to 
keep the right to be a SWIFT user. 
Technology sometimes is in rhyme 
with additional complexity and 
costs, which can be perceived as 
contradictory, isn’t it? 

FROM JULY 2020, ALL SWIFT USERS 
WILL BE OBLIGATED TO CARRY  
OUT AN INDEPENDENT ASSESSMENT 
WHEN SELF-ATTESTING (CSP).
François Masquelier, Chairman of ATEL

As already mentioned in some of my former posts and as expected  
from SWIFT? It has been decided to set up a new Independent 
Assessment Framework (the so-called IAF), which is now “live”.

CUSTOMER SECURITY PROGRAM OF SWIFT,

WHAT’S NEW?

François Masquelier,
Chairman of ATEL

eventually cost more in terms 
of review by an audit firm or a 
certified organization. However, 
the independent assessment 
can be “internal” (third line of 
defense via internal compliance 
or internal audit departments) 
or it can be “external” carried out 

DANS UN MONDE QUI CHANGE
VOTRE CASH MANAGEMENT SE LIBÈRE
DES FUSEAUX HORAIRES

SOLUTIONS CASH MANAGEMENT INTERCONNECTÉES
L’expertise globale et locale de BGL BNP Paribas et
BNP Paribas est au service de plus de 40 000 entreprises 
dans le monde. Pour elles, comme pour vous, nous 
proposons la vision d’une gestion intégrée de l’ensemble 
des flux de trésorerie.
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abnormal by their management. 
Some court judgments deserve to 
be read in that respect: “he was 
congratulated before being asked 
not to overpass the authorized 
limit the next time”. “Extreme 
risks” players always hope that an 
extreme case would not materialize 
too quickly, giving them enough 
leeway before that.

That leads us to consider a 
series of qualitative elements, 
beyond quantitative ones… Those 
qualitative elements can be of 
some level of importance: who are 
the board members? Do they have 
a previous experience, what are 
their qualifications? Sometimes, 
they can also be of apparent minor 
implication: why do they focus 
primarily on that point in their 
marketing communication, why 
do they “forget” to mention this 
or that? Those who have a strong 
project/product don’t need to 
oversell and omit certain details. 
If you cheat or lie on details, you 
can certainly lie when stakes will 
be higher. As I use to say to my 
students, “when you pitch an idea, 
some of the audience might not 
agree with you on the final decision, 
but they shall never deny the 
credibility of your arguments”.
Financial intermediation is the art 
to sell a service. But that service 
can probably be ensured through 
different forms. Intermediation 
creates additional risks in the 
system when (1) intermediation 
doesn’t insure that expected 
returns follow risks (i.e. “heads 
I win, tails you lose”), and (2) 
competencies do not follow as well. 
Selling means using commercial 
arguments. Thus selling doesn’t 
require you necessarily to 
be knowledgeable about the 
product you sell, a product that is 
certainly built by someone who 
is knowledgeable but some steps 
behind you… Still, I am sure your 
kid knows at least as much about 

galvanise them and make them 
forget about the many implicit 
assumptions they made. They 
too can get far away from human 
judgment.

Yet, you could be surprised by some 
people who are not necessarily the 
most technical and quantitative 
ones, have some mastering of key 
concepts but above all, they are 
honest to their common-sense. 
Even if a model or an expert 
tells them that they shouldn’t 
be worried, they would qualify 
some characteristics, behaviors, 
and verify the semantics of logic. 
If something sounds peculiar 
to them…they would probably 
conclude that it is, and dig deeper. 
Those investors are capable to 
listen to the red flags they identify. 
The future might prove they were 
wrong in doubting. But at the 
moment of their decision, they took 
the one that obeyed to their own 
standards not other’s.

Indeed, in the cases mentioned 
above, who knows, maybe ex-post 
the outcome ends up to be quite 
favorable. As it happened in the 
financial markets, this reinforces 
the blind belief that “they knew 
what they were doing!” (and 
they would have a tendency not 
to deny it). But in general, this 
gives just chances to be even 
more (negatively) surprised in the 
future. Ideally, the judgment on our 
decision should never be based on 
the ex-post situation, but on the 
decision we took ex-ante based on 
the information available at that 
time. Otherwise, the person you 
judge as successful could be just 
lucky (if external/exogenous to 
the outcome) or very hard-worker 
(if endogenous to the outcome). 
It works for losses as well. We 
blame some traders for incurring 
extreme losses. But we rarely 
examine how much they made in 
the past, without being flagged as 

smartphones as the seller in the 
store; I’d bet even more. Why is 
it not the case when it comes 
to financial products, strategies, 
investment projects…?

Advocate to trust you for the 
investment in sustainable projects 
starts by providing enough 
arguments about how sustainable 
is your own company in the first 
place. And “speculation” is not a 
bad word. Anyone who invests is 
de facto speculating that his/her 
investment will provide an superior 
return and/or impact. No, you are 
not the first or the only one to 
come with some idea; unless you 
are really sure about it and can 
remain straight in your shoes. With 
the growing populism, requiring 
supporting arguments to any 
assertion will be what protects us 
from anarchy.

Last, you are right in having your 
own set of red flags… and nobody 
can blame you for that. It will be 
your decision after all. 

Ithen decided to write 
on these notions and 
another way to see “risk 
measurement”.  
Ironically, this story reminds 

me of another “déjà vu” moment. 
Since the late 90s up to the 
financial crisis, the creativity and 
span of financial products literally 
exploded. Complex structured 
products were even sold even in 
retail banking. The key argument 
was “we bring the top of financial 
engineering to you, products that 
would otherwise be only available 
to top players…”, with the additional 
comment “it is a promising 
product”. Sarcastically, I could 
say, well, a promise on an option 
product is an expectation on an 
expectation. And the question was 
the same “should I invest? It looks 
to me to be a nice product.”. It was 
a little as if the abstraction of the 
product was preventing normal 
humans to consider this as just 
another…apple in the market.

And we see many people who 
would say “yes, the proposal lacks 
some concrete precisions, but it 
is still such a nice project!”. If they 
would propose you glittery purple 
apples at the market, with the 
promise that they are succulent, 
would you buy them? And should 
have Snow White be reassured 
by the fact that the apple came 
from a sustainable culture? The 
answer is just no. And it shouldn’t 
be different because it is about a 
financial investments.
But what about the experts? 
Behind salesmen-women, there 
are true experts who know! Yes and 
no. Yes, experts have techniques 
and methods to quantify expected 
values and risks ex-ante. They 
still have no crystal ball, in a 
human science where nothing 
can be exactly reproduced as in a 
laboratory, and the final payoff can 
be far from what was expected at 
inception. Worse, their mastering 
of complex techniques tends to 

Over the last two weeks, I was asked several times about 
my opinion on a venture that had just launched a massive 
crowdfunding campaign aiming at receiving enough funding to 
be on the rails for the official approval of European authorities. 
From journalists, investors, friends… to students, the question 
was always the same, “should I invest? It looks to me to be a 
nice project from what they promise.” They promised to invest 
in sustainable and eco-friendly national projects, saying that 
current banks are opaque and inefficient at it. They claim they 
won’t speculate and they will be transparent.

SERIES: RISK MEASURES…

QUALITATIVE MEASURES AND GOVERNANCE RISK
OF ANOTHER TYPE

Hugues Pirotte,
Professor of Finance, 

Solvay BS, ULB
Partner, FinMetrics SA

YET, YOU COULD BE SURPRISED 
BY SOME PEOPLE WHO ARE NOT 
NECESSARILY THE MOST TECHNICAL 
AND QUANTITATIVE ONES, HAVE SOME 
MASTERING OF KEY CONCEPTS BUT 
ABOVE ALL, THEY ARE HONEST TO 
THEIR COMMON-SENSE.
Hugues Pirotte, Professor of Finance,  
Solvay BS, ULB Partner, FinMetrics SA

©
 D

R



N°103 – THE CORPORATE TREASURERS’ COMMUNITY MAGAZINE 

27

THE CORPORATE TREASURERS’ COMMUNITY MAGAZINE – N°103

26

What is happening with interest rate 
benchmarks, and why is it important?
The transition from an interest rate benchmark regime 
based on interbank offered rates to a new set of overnight 
nearly risk-free rates is a paradigm shift for financial 
markets. Interest benchmark rates play a vital role in 
financial markets as reference rates for a vast range 
of instruments and transactions, including derivatives, 
bonds, loans, securities and deposits. But their reliability 
has been questioned because rates based on quotes 
from a handful of banks are vulnerable to manipulation. 
Some existing benchmarks have already been replaced 
by alternative nearly risk-free reference rates, including 
SOFR in the US, Sonia in the UK, Saron in Switzerland 
and Tona in Japan. The eurozone is moving to the Euro 
Short Term Rate, €STR, to replace Eonia, while Euribor’s 
determination methodology is to change. In principle, the 
new risk-free rates should be anchored in observable past 
transactions rather than relying on quotes from just a 

In classic debt management for instance, the absence of 
fallback provisions could see the reference rate become 
invalid, while fallback provisions could result in real value 
transfer.
Failure to modify inter-company funding or other 
agreements could raise transfer pricing or other tax issues 
as well. One must examine, jurisdiction by jurisdiction, 
whether there is a change in characterisation of the 
transaction. Is there a new transaction, presumably 
requiring a fresh transfer pricing analysis, or simply 
modification of certain terms and conditions? Significant 
tax disruption could arise if jurisdictions do not interpret 
events the same way.
For some, even inventorying all contracts referring directly 
or indirectly to IBOR may be a challenge. Entities shall 
therefore consider assessing the impact of the change as 
an urgent project with a short deadline.

With €STR rates being revealed the next rather 
than the same day, what issues arise with cash 
pooling?
The reforms may affect cash pooling notably with regard 
to interest remuneration and documentation, both for bank 
and inter-company interest. With a physical zero balance 
account (ZBA) cash pool where daily inter-company 
loans and borrowing are managed through a treasury 
management system, bank interest relates only to the 
master accounts as the balance of pool members is zero at 
each end of day. The replacement rate may involve a one-
day delay in interest settlement, but nothing dramatic. With 
inter-company interest, each sweep represent an inter-
company transaction that must be remunerated, notably 
to comply with BEPS standards, which already represents 
an administrative burden. Handling this remuneration will 
require updating of the TMS for the new €STR publication 
time (T1+). Documentation must also be updated, notably 
regarding transfer pricing policy. Our advice is to start 
discussions with your bank, tax advisor and system vendor 
to ensure the transition is smooth.

What accounting issues will treasurers face?
Entities funded by fixed or floating-rate debt based on 
offered rates, hedged with derivatives that also reference 
offered rates, must account for fallback provisions, if any, 
or for contract modifications. Issues may also arise in 
terms of hedge accounting such as determining future cash 
flows and the high probable requirement, and recycling 
from the cash flow hedge reserve. Even entities without 
contracts referencing offered rates may still use them in 
discount rates in financial reporting, such as in calculating 
an asset’s value in use in assessments for impairment 
or fair value under IFRS 13. The International Accounting 
Standards Board has launched a two-phase project to 
consider possible reliefs. For financial reporting in the pre-
reform period (phase 1), the IASB has issued amendments 
to IFRS 9, IAS 39 and IFRS 7 offering temporary relief 
from accounting requirements on hedging relationships 
directly affected by the reform regarding the highly 
probable requirement, prospective assessments, IAS 39 
retrospective assessment, and separately identifiable risk 
components. Regarding phase 2, the IASB is considering 
modification of financial instruments and recognition of 
new ones, hedge designations, potential impact on other 
standards, additional disclosure and time limits of the 
reliefs. Phase 2 exposure draft could be available around 
second half of 2020. The relief provisions will be welcome, 
but companies should start talking with accounting 
advisors and/or auditors now to ascertain the impact. 

A PARADIGM 
SHIFT
Philippe Förster, a Capital Markets and Accounting 
Advisory Services director at PwC Luxembourg, says 
companies must start preparing now for a seismic shift 
in the way interest rate benchmarks are calculated.

INTEREST RATE  
BENCHMARKS:

few market participants – a switch from forward-looking 
to backward-looking methodology. For example, €STR is 
designed to reflect the cost to banks of borrowing money 
overnight without collateral from counterparties including 
other banks, money market funds, investment funds and 
central banks. Compared with Eonia, which only considered 
trades between banks, it increases protection against 
manipulation, and makes €STR a reliable reflection of the 
cost of unsecured borrowing across the euro area. Since 
October €STR has been published in parallel with Eonia, 
which is no longer determined autonomously but calculated 
as a fixed spread of €STR + 8.5 basis points until end of 
year 2021 where EONIA will disappear.

What are the consequences for corporate 
treasurers?
Companies must consider that the switch to new 
benchmark rates and the change in their publication timing 
may involve value transfers, repapering process, accounting 
impacts and tailoring to systems.
Some questions entities may ask themselves are:  
Does it affect only bonds, derivatives and other directly 
impacted contracts? How will delay penalty clauses be 
calculated? What is the outlook for daily cash management, 
lease payments based on index, or risk management based 
on Eonia? They must understand the impact of fallback 
provisions, if any. Can their systems deal with the new rates 
and publication times?

COMPANIES MUST CONSIDER THAT THE SWITCH  
TO THE NEW BENCHMARK RATES AND THE CHANGE IN 
PUBLICATION TIMING MAY INVOLVE VALUE TRANSFERS, 
REPAPERING PROCESS, ACCOUNTING IMPACTS AND 
TAILORING OF SYSTEMS.
Philippe Förster, Director, PwC

PHILIPPE FÖRSTER (PWC):

Philippe Förster,
Director, PwC

RISK MANAGEMENT
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and since that moment, rates 
became even more negative. 
Has not Christine Lagarde been 
a Finance Minister in France, in a 
former career? How to ensure this 
“separation of powers”? At least, 
we doubt Trump could dismiss 
Governor Powel from his role of 
Fed Chairman. But who knows? 
We should accept that the risk 
of politicization of the role of 
the central bank is proven and 
inevitable.

control and for managing currency 
circulation.
Yet no one can dispute the interest 
of an independent and neutral 
central bank. But this idea is 
relatively recent and therefore 
fragile (see: amendment to the 
Federal Reserve Act in 1977). It 
must be used to control inflation. 
However, when inflation has 
disappeared, is it still necessary 
to centrally and independently 
monitor currencies and rates? This 
is the question some politicians 
ask.

Central banks, after the 2008 
Global Finance Crisis, have 
become sort of “guardians of the 
temple of inflation”, they have 
become ways to ensure financial 
stability and supervisors of 
financial institutions. The notion 
of QE was created very recently, 

I do not think this pressure can 
be reduced soon. So, we must 
be prepared to see policies 
increasingly interfering in 
economic life, often because they 
are unable by a different economic 
policy and strategy to achieve 
satisfactory results. 

Consider the case of 
Murat Uysal, Chairman 
of the Turkish Central 
Bank until recently. He 
was brutally removed 

and fired by the President 
Erdogan. President Erdogan did 
what some people might dream 
of doing without ever allowing 
it. He sacked the Governor of 
the central bank to replace him 
with a supporter of lower rates 
(a person who will accept to cut 
rates when the President requests 
it). We can no longer speak of 
independence of the central bank 
and it is regrettable obviously 
but also worrying. It must be said 
that rates of 24% do not help 
the recovery of the economy. It 
the Turkish one is certainly the 
most difficult jobs in the world of 
central banks. He must choose, 
his place or the risk of devaluation 
of the Turkish Lira. It’s a Cornelian 
dilemma, isn’t it?
More than a week goes by without 

having a great politician of this 
world, like Donald Trump, but 
also his counterparts in India, 
Argentina and others, who are not 
attacking violently their central 

bankers. Frictions with power 
are commonplace. Europe is no 
exception, and let’s be certain 
that Christine Lagarde will be 
criticized by European politicians. 
The independence of these banks, 
which have become unavoidable 
pillars, irritates political leaders. 
This is certainly not new. Already 
3.000 years ago, sovereigns 
have seen a convenient means of 
financing what they wanted to 

 If we look at the interesting example, as well as worrying  
case, about Turkey, one can legitimately ask the question:  
can a central banker be under influence or should  
he always stay independent?

CENTRAL BANKERS 
UNDER INFLUENCE?
RISK OF POLITICIZATION  
OF ECONOMIC LIFE

WE CAN NO LONGER SPEAK OF 
INDEPENDENCE OF THE CENTRAL 
BANK AND IT IS REGRETTABLE 
OBVIOUSLY BUT ALSO WORRYING.
François Masquelier, Chairman of ATEL

François Masquelier,
Chairman of ATEL
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MACROECONOMICS: THE WRITING IS ON THE WALL
We have entered a global manufacturing recession. The PMI 
index for manufacturing fell below 50 at the end of the 
summer, showing a contraction underway across the US, 
Europe and Japan. While the services sector has thus far 
held up, that engine could also run out of steam.
Growth is therefore expected to slow. But the economic 
cycle is not about to turn, nor is business investment 
on the point of drying up. Indeed central banks remain 
active, even if their measures are insufficient to counter 
all the headwinds. Finesse is thus called for in portfolio 
adjustments. We must be prepared to face market 
turbulence in the coming months, without adopting an 
allocation that would exclude us from the current cycle.

A NEEDED RISK ADJUSTMENT 
The resulting uncertainties are weighing on portfolios.  
We have therefore decided to take profit from risk assets 
and thereby underweight equities. This decision is also 
justified by the fact that markets are currently close to 
their highest levels. 
In particular, we are underweighting European and Japanese 
equities. Corporate leaders anticipate a decline in their 

prices and margins could erode. The American market, on 
the other hand, presents a slightly different landscape: 
while more defensive, it is also less exposed to the banking 
and Industrial sectors, and is therefore less sensitive to 
macroeconomic developments. Furthermore, American 
indices benefit from their focus on growth stocks.

REALLOCATING PROFITS
We do not wish to leave the bulk of profits in cash. Such a 
positioning could prove detrimental to portfolios and makes 
it impossible to take advantage of market trends. 
For this reason, we have shifted our allocations to 
overweight credit by reinforcing the high-yield segment. At 
first brush, such a positioning may seem counter intuitive. 
After all, equities and high-yield credit are not uncorrelated. 
And therein lies the whole point of this choice. 
Reducing the proportion of risky assets to beef up the 
credit segment combines portfolio preservation and market 
exposure. Yes, the coming months are likely to be volatile 
in the equity markets, which calls for reducing risk. But the 
economic cycle has not turned around, and we do want to 
be exposed to it, which is what high yield makes possible.
We believe that companies will continue to be able to pay 

down their debt, as we are not currently facing a recession 
scenario. The default rates of companies issuing debt is 
historically low in both the United States, at less than 3%, 
and in Europe, where it stands at around 1%. This slight 
difference is due to the greater exposure of American 
companies to oil. Coupled with this favorable context are 
the actions of central banks on both sides of the Atlantic. 
This reduces the liquidity risk, now and in the coming 
months, on this asset class. 
The question remains as to how much weight to give to this 
allocation in portfolios. That is a decision to be taken in light 
of the amount of risk sought. 
The performance of our portfolios in recent months, driven 
by risk assets, is thus a significant criterion in our risk 
management choices today. These past gains, combined 
with concerns about the global economy, call for a reduction 
in our exposure to risk assets, and for a tightening of the 
overall risk budget allocated to portfolios, a move akin to 
profit-taking.
In terms of allocation, this means an adjustment of our 
weightings that seeks to avoid simply shifting our risk from 
one asset class to another. We are therefore underweighting 
equities and, to limit our risk budget, choose not to reinvest 
all of the profits. Our new exposure to the high yield 
segment is therefore not equivalent to the earlier exposure 
to equities, whether viewed in terms of capital deployed or 
risk allocated. So, in addition to overweighting the high-yield 
segment, we are establishing a monetary bucket also.
Clearly, portfolio protection remains at the heart of our 
strategy. Tactically speaking, we are achieving this both by 

reducing 
the overall 
risk budget 
of our 
portfolios 
and by 
favoring a 
less volatile 

asset class that safeguards invested capital. This caution 
nowise prevents us from remaining true to our ambition 
of continued exposure to the current economic cycle, via 
medium-term risk taking. 

The coming months will bring with them  
a change in context. Guillaume Lasserre,  
CIO at Lyxor Asset Management explains  
why it is now time for profit-taking  
and underweighting portfolio exposure  
to equities. 

THE DELICATE ART
OF PROFIT 
ALLOCATION 

FINESSE IS CALLED FOR IN PORTFOLIO 
ADJUSTMENTS. WE MUST BE PREPARED  
TO FACE MARKET TURBULENCE IN THE  
COMING MONTHS.
Guillaume Lasserre, CIO at Lyxor Asset Management

Guillaume Lasserre,
CIO at Lyxor Asset 

Management
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Eventually, if the funding is granted by the parent-company 
and not by the bank which quoted the transaction, the 
financial institutions would be upset. If you quote a deal it 
is because you are convinced you can sign it. We should not 
expect that banks will behave as sort of “free comparative 
tools” for determining spreads. Jurisprudence should 
have to adapt to the market reality. They should accept 
benchmarking solutions, like the ones proposed by credit 
rating agencies. It must encourage treasurers to remain 
relatively conservative and cautious in spread fixing. They 
should not exaggerate in fixing intercompany margins to 
prevent any contesting by the tax controllers. Nothing is 
easy and simple with TP transactions. The « fair transfer 
price » remains complicate to determine and to evidence. 
You should remain prepared and on your guards. I imagine 
we should continue to follow the European jurisprudences 
to better understand how to evidence transfer pricing in 
intercompany funding. 

Transfer Pricing (TP) raises the question of the at 
arm’s length “fair” price that the Inland Revenue  
will accept for the intercompany financing.  
It is an interesting question that jurisprudence  
will start answering to. 

In a recent Court case, the French “Conseil d’Etat” has 
decided (see the SIBLU case) that we need to consider 
the own situation of the borrower and not its belonging 
to a group. The French Court of Paris also confirmed 
that a comparative study based on an average of 

bonds interest rates or / and based comparative pricing of 
peers were not acceptable and enough to justify the spread 
applied to an intercompany financing. The Court rejected 
the evidences because they were based on capital market 
similar transactions and not founded on comparable pricing 
provided by independent financial institutions in analog 
conditions. This interpretation is scaring when we think 
that banks will not issue firm term sheets and offers for 
their customers, if at the end of the day it is only used as 
comparable and as tax evidences, and never drawn down. 

François Masquelier,
Chairman of ATEL

TRANSFER  
PRICING, 
WHAT IS THE AT 
ARM’S LENGTH  
“FAIR” PRICE?
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IF YOU QUOTE A DEAL IT IS  
BECAUSE YOU ARE CONVINCED  
YOU CAN SIGN IT.
François Masquelier, Chairman of ATEL
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Are businesses in Luxembourg prepared for 
compliance with the BEPS principles on transfer 
pricing rules?
Until now there has been a widespread assumption that 
the OECD-driven initiative to curb base erosion and 
profit shifting by international businesses would have 
little impact in Luxembourg. However, a change had been 
initiated with challenges by the European Commission 
to intra-group finance companies making loans on highly 
favourable terms or without enforcing repayment. The 
Luxembourg income tax law has been amended to include 
the arms-length principle and OECD transfer pricing 
standards. I expect that the majority of businesses in 
Luxembourg now comply with these standards and have 
adjusted their intra-group transactions, justified by proper 
transfer pricing documentation. Nevertheless, court cases 
are now emerging where taxpayers are unable to justify 

Are there ways to circumvent potential interest 
limitations, such as through specific derivatives or 
financial agreements?
The interest limitation rules introduced into Luxembourg 
law under the EU’s first Anti-Tax Avoidance Directive in 
January 2019 stipulate that in a given year a company 
can deduct interest only up to 30% of its Ebitda, with a 
lump sum reduction that can be claimed in any case of 
€3 million a year. The rules apply only to net borrowing 
cost, so a finance company which borrows and on-lends 

can deduct interest 
expenses matching 
its interest income 
without the interest 
limitation applying. 
The situation becomes 
more complex if the 

underlying income is not per se an ordinary interest income, 
for example the reimbursement of the nominal amount 
of a loan that exceeds the acquisition cost of that loan 
in the books of the company (e.g. distressed debt). The 
problem may often be solved by an adequate treatment in 

the commercial accounting. If not, the ATAD refers to the 
concept of “income economically equivalent to interest” and 
the taxpayer must hence analyse whether the income may 
be assimilated to interest from an economic perspective. 
Finally, it should not be forgotten that Alternative 
Investment Funds and securitisation companies qualifying 
under the European Securitisation Regulation (2017/2402) 
are out of scope of the interest limitation rules. Structuring 
complex financial products aiming to create an expense 
that does not qualify as interest does not seem a viable 
option given the related transfer pricing issues, the General 
Anti-Abuse Rule that is foreseen in the ATAD and ultimately 
the European state aid rules, as the case may be.

What is your recommendation to groups that are 
not yet compliant?
First, make sure you have the right people in the right 
place to implement your commercial model. A finance 
company needs people in it that can make finance 
decisions – recently the UK was challenged by the European 
Commission over state aid in the case of a finance company 
that lacked anyone with finance skills. Second, you need a 
written loan agreement, including currency, interest rates 
and terms and conditions – although often this does not 
exist. The agreement must be implemented the way it 
would be by a bank – when the interest falls due, it should 
be collected. Tax authorities also frown on cases where 
parties do not act rationally, for instance by not acting 
to mitigate foreign exchange losses on loans or obtain 
financing at lower cost. Third, the price of the loan must be 
benchmarked and the correct base rate determined. Any 
variation, because the borrower is less creditworthy, or the 
loan is in a high-risk currency, must be justified in writing. 
It may involve more work, but it’s worth spending €20,000 
on a report to underpin a €100 million loan. Finally, how 
do treasurers deal with variations in creditworthiness 
between companies within a group, where an entity with 
a good rating can obtain cheaper financing than others 
would enjoy? We are very interested in seeing what the 
new guidance will be on the various ways of interpreting 
the general principles on transfer pricing. The problem for 
treasurers is that although they have to move fast, dealing 
with overnight deposits and credits, the understanding of 
tax authorities in various countries is lagging behind. There’s 
an urgent need for treasurers to communicate further with 
the tax officials. 

ALAIN GOEBEL AND DANNY BEETON 
(ARENDT & MEDERNACH):

URGENT 
ISSUES

Alain Goebel, Tax Partner and Danny Beeton, Senior 
Transfer Pricing Economist at Arendt & Medernach say 
that despite some uncertainty over the application 
of the BEPS/ATAD rules on financial transactions, 
companies must adapt to imminent OECD guidelines 
designed to fill in the gaps – in a field where corporate 
treasurers are much more expert than tax officials.

THERE’S AN URGENT NEED FOR 
TREASURERS TO COMMUNICATE 
FURTHER WITH THE TAX  
OFFICIALS.

LOOM FOR BEPS 
COMPLIANCE

that the controlled transaction is at arm’s length: a recent 
case depicted a company borrowing at a 12% interest rate 
from its shareholder to finance foreign exempt real estate 
without having any transfer pricing documentation in place. 
The 2 ex-post benchmarking analyses were rejected by the 
judges for containing inadequate justification or producing 
inconsistent results. In another case, the tax tribunal 
considered that a company was unable to justify that debt 
waivers in favour of its distressed subsidiaries was an arm’s 
length behaviour. This decision was hopefully overhauled in 
appeal. Several other cases have been disputed by the tax 
authorities and the litigation is currently being prepared. 
Transfer pricing is evolving all the time and business 
are supposed to adjust their intra-group transactions 
accordingly, which is highly challenging. When the OECD 
issues its conclusions on complex matters such as 
guarantees, it’s clear that Luxembourg will adopt them. That 
doesn’t mean the country will stop being business-friendly, 
and other countries will have to adopt the same rules. But it 
does mean that financing conducted through Luxembourg 
will have to meet new internationally-recognised 
standards – not least because the EU will enforce it.

Danny Beeton,
Senior Transfer Pricing 

Economist,  
Arendt & Medernach

Alain Goebel,
Tax Partner,  

Arendt & Medernach
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Alain Goebel, Tax Partner and Danny Beeton, Senior Transfer 
Pricing Economist at Arendt & Medernach.
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Market awareness of the impending shift from Inter-
bank Offered Rates (IBORs) to new risk-free rates 
(RFRs) is strong, but corporates are yet to kick their 
preparations into gear. Businesses will need to identify 
the full extent of their exposures and adjust their 
contracts and infrastructure to accommodate the new 
rates, but they will also need industry consensus on 
the specifics of the transition in order to be confident 
in their measures, as Treliant’s Graham Broyd, Shell’s 
Frances Hinden, RTL Group’s François Masquelier, and 
Deutsche Bank’s Vanessa Manning explain.

PREPARING FOR THE IBOR TRANSITION:

FOR CORPORATE 
TREASURERS

PRACTICAL 
STEPS

Treasury Operations, Frances 
Hinden, who is also Vice-chair 
of the Bank of England risk-free 
rates working group, “there is a 
growing concern that the long 
tail of smaller companies, who 
probably feel they do not have 
the time or resources, are not 
beginning to implement the 
change. But it is imperative that 
they do. If they believe they can 
ignore the problem, then they are 
wrong.” Meanwhile, even for those 
with greater resources, there 
remains considerable uncertainty 
around the nature of the 

is proving to be the ability and 
willingness of corporates to 
prepare for the transition. For a 
start, there is concern among 
many businesses that they simply 
don’t have the time or manpower 
to devote to determining their 
exposures, understanding the 
impacts, and then formulating 
and executing a plan for adaption. 
Many of these companies 
appear to be hoping that the 
IBOR transition will simply go 
away – with smaller businesses 
particularly hamstrung. According 
to Shell’s Vice President of 

transition, slamming the brakes 
on any potential decisions. For 
instance, the precise way in which 
RFRs correspond to different 
variations of LIBOR has yet to find 
consensus. Hinden explains, “while 
we know that LIBOR is going 
away, and we are aware of its 
replacement, what we don’t know 
is whether there is going to be an 
industry standard”. For instance, 
will a three-month LIBOR be 
replaced with a term rate, a 
compounded overnight rate or an 
average overnight rate? As these 
variations on the RFRs are still in 

Inter-bank Offered Rates 
(IBORs) across the globe 
are broken. They no longer 
represent a true benchmark 
– and have not done so for 

a long time. In fact, as Graham 
Broyd, Principal at Treliant, points 
out, “in the first six months of 
2019, an average of merely one 
transaction per day underpinned 
the 12-month LIBOR dollar rate.” 
As such, in 2013 the Financial 
Stability Board (FSB) was tasked 
with reviewing the widely used 
IBOR benchmarks. Since then, 
there have been a number of 

developments, with a series of 
new, alternative risk-free rates 
(RFRs) based on overnight 
transactions developed in five 
key currency markets: the UK, 
US, Japan, Switzerland and 
Europe. The Financial Conduct 
Authority’s (FCA) plan to phase 
out the publication of the London 
Inter-bank Offered Rate (LIBOR) 
by 2022 is driving a transition 
away from IBORs and towards 
these RFRs. The decision has 
set in motion a chain of events 
that will have a profound impact 
on the value of tens of millions 

of contracts, worth in excess 
of US$370trn. This leaves the 
industry facing a ticking clock to 
orchestrate an orderly transition. 
The stakes are high. Awareness 
has certainly improved over 
the past year, but as the 2022 
deadline nears, corporates 
still have a long way to go. So, 
what can they do to get ahead, 
safeguard their position and 
ensure a smooth transition? 

AWARENESS NOT YET 
TRANSLATING TO ACTION

Currently, the biggest challenge 
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THE FINANCIAL CONDUCT 
AUTHORITY’S (FCA) PLAN TO 
PHASE OUT THE PUBLICATION 
OF THE LONDON INTER-BANK 
OFFERED RATE (LIBOR) BY 2022.
François Masquelier, Chairman of ATEL
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reasonably probable in the next 
five years. But if they are linked 
to LIBOR these cash flows are no 
longer probable”. The International 
Accounting Standards Board 
(IASB) has acknowledged this 
issue and produced a board paper 
and a research project.

ESSENTIALS FOR CORPORATES: 
UPGRADE YOUR INFRASTRUCTURE 

The transition will likely result 
in major projects to address 
functional and technical changes, 
alter impact assessments, and 
overhaul testing models. Against 
this backdrop, it is important 
that companies understand the 
magnitude of the task ahead and 
take robust steps of their own 
to shield themselves from the 
risks. RTL’s Masquelier suggests 
that “the issue should particularly 
resonate with providers of IT 
services linked to LIBOR, yet the 
conversation has not yet begun.” 
As such, corporates should look 
to ignite this discussion to avoid a 
rushed, last-minute IT transition. 
Technology, of course, is also a 
source of solutions: notably in 
aiding companies with the sheer 
volume of work required to gather 
together and review all their 
outstanding contracts and the 
associated fallback language. 
Recent developments such as 
natural-language processing and 
machine-learning, for instance, 
could be used to mine data from 
contracts across the business – 
and not just those tied to banking 
contracts – categorising them 
according to common types of 
terms and conditions. In order 
facilitate a smooth migration, 
Manning outlines clear steps a 
business can take: “Companies 

MAPPING OUT THE TRANSITION 
For the industry at large, it is 
therefore essential to minimise 
the uncertainty surrounding the 
nature of the transition. Education 
and agreement on the rates 
will be an important first step – 
making recent measures, such as 
the Alternative Reference Rates 
Committee (ARRC)’s recent white 
paper on how market participants 
can use SOFR in cash products, 
a welcome intervention. Vanessa 
Manning, Head of Liquidity 
and Investment Solutions, at 
Deutsche Bank GTB, explains 
that three primary transition 
models are being discussed for 
LIBOR. The first model predicts 
that regulators will ramp up 
their involvement. If so, the 
switch to an RFR could occur at 
a defined point in time as part of 
a structured legal and regulatory 
framework – akin to the recent 
SEPA migration. Manning explains 
that “while this solution would 
reduce timing uncertainties 
and legal risk for all market 
participants, regulators are yet 
to indicate such an enhanced 
role.” As a result, it is possible 
that the transition will be led by 
a market initiative. This would 
require a number of companies to 
proactively make the move to RFR 
– adding liquidity to the nascent 
market. Once critical mass and 
scale is achieved, it is hoped 
that all other participants would 
follow suit ahead of the 2022 
deadline. A further possibility for 
the phase-out is the proposed 
“multi-year transition”. In this 
scenario, any contract written 
after a prearranged date will 
automatically be benchmarked 
to RFR, while contracts including 

knowledge of the upcoming 
change – further exacerbating 
the challenge ahead. Once the 
exposures have been identified, 
the legacy contracts will need 
to be renegotiated, replacing 
IBORs with the new RFRs. Given 
the fundamental differences 
between these rates – with the 
new RFRs based on overnight 
transactions – it will not be 
straightforward to derive an 
economically equivalent contract 
or model. Many contracts will have 
fallback provisions that dictate 
what should happen in case an 
IBOR is unavailable, but these 
are not the solution in this case. 
These terms typically assume 
that the lack of availability is 
a short-term issue, but if an 
IBOR becomes permanently 
unavailable, these terms will, by 
default, stand for the remainder 
of the contract – often creating 
a clear winner and loser. In order 
to address these difficulties, 
complex loan structures will 
need to be assessed and agreed 
on a bilateral basis. Having an 
industry-wide solution in place 
to convert legacy rates to new 
alternatives will be paramount 
to a successful market-wide 
transition. Some of the biggest, 
and potentially catastrophic, 
unanswered questions exist 
within hedge accounting. If you 
read the international accounting 
standards literally, given LIBOR 
will not exist post-2022, it is 
arguable that hedges will be made 
ineffective. Hinden describes 
this as an “eyes shut moment. 
If a company were to do their 
hedge accounts for year-end 
2019 they need to be able to 
know that their cash flows are 

development, nobody wants to go 
ahead and create new contracts 
only to find out their model is at 
odds with the rest of the industry. 
The new RFR markets are also at 
different stages of their liquidity 
life cycle. In the UK, for instance, 
SONIA is already an active market 
place and has been for a number 
of years. In contrast, the US 
RFR, known as SOFR, was only 
released last year and is yet to 
reach sufficient liquidity, while 
Europe’s RFR, known as ESTR, 
will not be released until October. 
The lack of maturity among 
certain markets contributes to 
a general reluctance to commit 
ahead of time. Nevertheless, 
corporates need to act. 
François Masquelier, Treasurer 
of the RTL Group, Chairman 
of ATEL, and Vice Chairman of 
the European Association of 
Corporate Treasurers, believes 
that “corporates are generally a 
reactive rather than proactive 
breed” and that they continue 
to “either wait for the banks 
to knock on the door when 
it is time to move or await a 
Brexit-esque extension to the 
LIBOR deadline”. The truth is, he 
explains, that this is the year for 
action and corporates should 
begin addressing the myriad of 
technical issues that lie ahead. 
In recent months, the FCA has 
confirmed these sentiments, 
stating that corporates “need to 
be prepared for a LIBOR end-date 
in 2021. Whether your exposure 
is to sterling LIBOR or one of the 
other LIBOR rates, you will hear 
the same message from central 
banks and regulators in other 
jurisdictions”.

must look to implement an 
integrated workstream – ensuring 
the move is fully co-ordinated 
and centralised across the entire 
business.” With this in mind, she 
suggests that it is important that 
corporates nominate an individual 
responsible for overseeing the 
entire transition – something that 
is already mandated for banks in 
the UK. Defining a company-wide 
approach will require establishing 
a clear transition roadmap, 
which will help clarify the bigger 
picture in terms of infrastructure 
adaptations, financial exposures 
and costs. This last point is 
important: corporates will need 
a budget to carry out necessary 
adaptations to IT tools, valuation 
models, hedge accounting, tax, 
collateral management and 
pension models. Finally, Manning 
suggests that with the nature 
and timeline of the industry-wide 
shift still unclear, it is critical that 
corporates keep abreast of the 
latest developments and adjust 
their strategies accordingly. 
While their own transitions are 
crucial, corporates can also play a 
valuable role in fostering dialogue 
and encouraging a harmonised 
industry approach. Working 
together, there is no reason we 
cannot overcome the challenges 
of this transition and ring in a new 
era of RFRs. 

LIBOR will be phased out following 
their maturity. This solution 
supposes that LIBOR will continue 
to be published post-2022, even 
after it is no longer mandatory. 
Manning explains, however, that 
“central banks have made it clear 
that the continued publication of 
LIBOR in the UK is not possible. 
Companies should therefore 
look to drive the transition 
themselves.” 

ESSENTIALS FOR CORPORATES: 
IDENTIFY YOUR EXPOSURE

What is clear is that, by 2022, 
corporates will need to have 
identified all reference to the 
IBOR benchmarks in their existing 
contracts. This is no simple 
matter. In most companies, the 
benchmark is used by multiple 
departments, across various 
systems, and in a wide range 
of financial products. From her 
experience of mapping Shell’s 
exposure, Frances Hinden explains 
that “banking-linked contracts 
are a tiny percentage of the 
total number of documents that 
refer to LIBOR. It is not simply 
used for futures, mortgages 
and securitisations, it is used 
for ship leases, real estate 
rental agreements and late 
payment clauses too.” As such, 
the vast majority of a company’s 
exposure to LIBOR may involve 
counterparties that have little 

François Masquelier,
Chairman of ATEL

FOR THE INDUSTRY AT LARGE, IT IS 
THEREFORE ESSENTIAL TO MINIMISE  
THE UNCERTAINTY SURROUNDING  
THE NATURE OF THE LIBOR TRANSITION.
François Masquelier, Chairman of ATEL

LIBOR TRANSITION WILL LIKELY RESULT  
IN MAJOR PROJECTS TO ADDRESS 
FUNCTIONAL AND TECHNICAL CHANGES, 
ALTER IMPACT ASSESSMENTS,  
AND OVERHAUL TESTING MODELS.
François Masquelier, Chairman of ATEL
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REGULATIONS

When two entities belonging to the same group 
or having similar parent company, out of 
which at least one is an “NFC” (i.e. Non-
Financial Company), they are not obliged 
anymore to report intragroup derivative 

transactions. However, the way to get full benefits from 
this reform, treasurers need to apply for exemption to 
their domestic Supervisors and potentially to all other 
Supervisors, when they report on behalf of their affiliates. 
For example, if the group treasury center is located in 
Germany, it should get a BAFIN exemption and therefore 
it should apply for according to the procedure defined by 
the supervisor (if defined) and it should apply for similar 
exemptions to all other Supervisors in the countries its 
affiliates are located (providing it reports on their behalf).
As explained above, the absence of pre-defined lay-outs 
and procedure to apply for exemption complexify the 
project. Unfortunately, not all the Supervisors have precisely 
determined how to apply for an exemption. If not obtained 
and notified, stopping reporting could generate risks.

“LET’S GET PHYSICAL, PHYSICAL,…” (OLIVIA-NEWTON JOHN)
EMIR was subject to the European Commission’s regulatory 
fitness and performance program (i.e. REFIT) under which 
legislation is periodically reviewed to see if improvements 
can be made. The proposed amendments have been 
published and came into force on June 2019. EMIR 

regulation “refit” wile having not changed the nature of 
the core requirements in EMIR, aims to unburden non-
financial counterparties, small financial counterparties and 
pension funds from disproportionate and overly complex 
requirement.
Although such an exemption exercise can be done on your 
own, having a consulting firm to accompany the treasury 
team seems to be a good piece of advice.
One of the difficulties resides in the absence of full 
consensus and harmonized procedure and formats for 
applying for exemptions. In this regard, Luxembourg 
Supervisor (i.e. CSSF) seems to be the one which has the 
first and the best determined how to proceed for getting 

exemption (which remains at the end of the day a formality 
– however, it must be done – i.e. notified and approved 
– according to procedure defined by each Supervisors 
(https://www.cssf.lu/en/supervision/emir/). At this stage 
not all EU countries are at the same level of preparation 
and in some of them the way to apply for exemption is not 
specified. The best in class Supervisors can maybe inspire 
treasurers for their exemption process.

WHY NOT PUTTING THE BURDEN ON SOMEONE ELSE?
Then the second major objective will be to notify banks 
to report external deals on behalf of the group central 
treasury. In my view, it would be better and safer to notify 
your demand for delegation to get evidence in case of 
litigation and to make sure the banks will execute what 
EMIR refit has establish (including reporting responsibility 
/ accountability). This delegation of the obligation and 
responsibility for declaring / reporting is brand new. Before 

you could delegate to your bank, 
but you were still ultimate 
accountable for reporting. In case 
of reporting problems, corporates 
were still ultimately responsible. 
What now has changed is the 
responsibility for reporting. 

It will be ex officio (automatically) delegated to banks. 
Nevertheless, I do recommend notifying it to the banks in 
order to keep evidences of this transfer and on the date it 
will apply. Please note that this provision will be applicable 
as of 18th of June 2018 (i.e. 12 months after EMIR refit 
enforcement).
We should not forget other provisions of this “refit” which 
are of interest too (e.g. absence of tainting rule in case 

of breach of clearing threshold; derivatives dedicated to 
hedging, although the concept is not clearly defined, are out 
of threshold calculation scope; etc…). 

IMPACT ANALYSIS
Ideally, such a project must start by an impact analysis 
and assessment of the benefits (and costs, if any). The 
objective is to mitigate reporting obligations, to simplify 
processes and to reduce costs (e.g. Trade Register, LEI’s, 
time and resources spent internally to report, …). When 
the exemption requests will be obtained, the treasurer 
will revisit the procedure, the EMIR policy and adjust the 
IT systems and internal as well as external reporting. The 
phasing of the project must be cautiously thought and 
defined. As explained above, the absence of pre-defined 
lay-outs and procedure to apply for exemption complexify 
the project. Unfortunately, so far, not all the Supervisors 
have precisely determined how to apply for an exemption. If 
not obtained and notified, stopping reporting could generate 
risks. It is why EACT, under AFTE leadership, tries to make a 
comprehensive list of all Supervisors and processes to get 
full exemptions. It will be soon disclosed to all members. 
However, if you want to be ready to get the whole benefit of 
this “refit”, you should start now your project. As explained, 
CSSF Luxembourg website, is in my view the clearest 
and best designed. It can give you tips on how to proceed. 
Treasury is sometime to tie and untie complex regulation 
knots, isn’t it? At the end of the day, only the results 
count and simplifying his/her daily treasury job is useful 
nowadays. 

When EMIR refit was approved and adopted, we all thought it was a fantastic 
news and it was indeed. The major improvement was the exemption for reporting 
intercompany derivatives (i.e. EU regulation N° 648/2012 EMIR revised  
on 20th May 2019 N° 2019/834 – published in Journal Official of the EU  
and entered into force on 17th June 2019).

FROM THE INTERCOMPANY 
REPORTING EXEMPTION?

EMIR REFIT – 
HOW TO GET BENEFIT

WHY MAKE IT SIMPLE  
WHEN YOU CAN MAKE IT 
COMPLICATED.
Shadok’s motto

François Masquelier,
Chairman of ATEL
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WHAT CONCERNS US, SHOULD BRING US CLOSER
It seems obvious to me that Private Equity (PE) managers 
and corporate treasurers have a lot of common technical 
and financial topics. Who would dare say today that he/
she can afford not to be optimal in managing his/her cash 
management? Even a PE manager must manage and 
maximize his/her position, while ensuring the security of 
transfers and compliance with various financial regulations. 
These common focus topics allow one to learn from each 
other’s experiences and share their respective approaches. 

In a similar vein, Family Offices (FOs) also have common 
interests with corporate treasurers. 
Market conditions and lower returns than in the past have 
pushed PE’s to better optimize their cash management 
more than before to create value, not just by buying and 
selling assets. These days, excess cash has a cost. They 
must also deal with a series of technical, regulatory, tax and 
economic constraints, as well as corporate treasurers.
But what are these common subjects you will ask me? 
There are several issues we both share. For example, I can 
list some of these issues.

COMMON ISSUES FOR PE’S AND CORPORATES  
IN TERMS OF TREASURY

  The banking relationship and the growing difficulty of 
KYC requirements. The treasurers in Luxembourg are 
working on a “blockchain” solution to facilitate these data 
exchanges and for its part, SWIFT revived the idea of 
“KYC register” for corporates, already tested last year by 
some corporates.

  The payments that treasurers have fully automated, 
in paperless mode, via SWIFT to take advantage of the 
“gpi” (i.e. “Global Payment Innovation”) for cross-border 

payments (i.e. SWIFT gpi offers traceability, transfer 
confirmation, higher speed, transparency, .. .). Automated 
gpi payments are typically an urgent need for a PE 
manager. Tomorrow, be certain no bank in this world will 
keep accepting and executing paper payment or the so-
called “fax payments”, for cost and security reasons.

  The cash surpluses remain a problem when interest rates 
are negative. The treasurer has for a very long time used 
Money Market Funds to mitigate and diversify his/her risk, 
has ensured his/her return and limited the negative yield 
impacts. Asset (cash) management must become more 
dynamic if we want to return to positive territories and 
limit the value destruction hemorrhage.

  The Foreign Exchange (FX) is a daily problem for the 
treasurer as the volatility of markets in the midst of a 
trade war is at its peak. Not to be covered would be a 
crime of “lèse-majesté” for a treasurer or a PE manager, 
isn’t it? Unfortunately, the cost of hedging increases 
overtime noticeably, but so does the need.

  Bridge financing is essential for PE’s and requires tight 
negotiation to limit the cost of carry, like treasurers used 

to negotiate strongly with bankers to reduce cost of 
funding.

  The IFRS accounting standards affect all those who must 
report under their principles and impose the fair value 
principles. Their complexity is growing even if for hedging, 
IFRS 9 has broadened the horizons of treasurers and 
slightly flex the rules.

  Taxes and new EU BEPS (i.e. ATAD 1 & 2 Directives), for 
example, limit the deductibility of interest and requires 
more precise management to optimize the tax situation. 
PE’s are also potentially impacted by these OCDE 
recommendations on Transfer Pricing.

  The various financial regulations, including EMIR with its 
recent “refit” or PSD2, Basel IV, MiFID2, etc ... undoubtedly 
have a huge impact on daily management.

  Political and economic interferences impact us all (e.g. 
Brexit, Sino-American trade war, embargoes, etc...).

  IT developments enable technical advances, automate 
and robotize processes, offer more powerful predictive 

Corporate Treasurers and Private Equity Managers 
(for treasury matters) have a lot of common issues 
(e.g. regulatory, technical, financial or staffing 
concerns). It certainly pleads for more cooperation 
between the two communities and the respective 
associations in Luxembourg (i.e. LPEA and ATEL). We 
could share experience, feed each other and cross-
fertilize our own experiences.

WHAT  
UNITES

US
PRIVATE EQUITY (PE) MANAGERS 
AND CORPORATE TREASURERS’ 
COMMON TOPICS ALLOW ONE 
TO LEARN FROM EACH OTHER’S 
EXPERIENCES AND SHARE THEIR 
RESPECTIVE APPROACHES.
François Masquelier, Chairman of ATEL

François Masquelier, Chairman of ATEL,  
Claus Mansfeldt, President of LPEA
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counts and it is important to insure it by reducing risks and 
financial costs. Fortunately, technology can be enabler for 
more productivity and better efficiency in treasury.
Eventually, the management of a Private Equity Fund 
is not so different from that of a company, in terms of 

treasury tasks. The 
level of sophistication 
can vary from category 
to category. However, 
problems faced are 
similar and require 
a certain technical 
expertise. What brings 

us closer should also unite us and push both communities 
to cooperate and to collaborate more in future. Luxembourg 
is a fantastic place for fostering such a collaboration and 
potentially co-creation with our peers from Private Equity 
Funds and Family Offices. As Chairman of ATEL, I hope we 
will be able to develop further our cooperation in the years 
to come. 

analytic solutions and more performing decision-
making tools. Strengthening internal controls backed by 
automation frees up time for higher value-added tasks. 

The staffing of our teams (for treasury roles) is also a 
problem we are both facing when the necessary skills 
change and evolve. More agile profiles, more “technological” 
expertise and more diversified resources are needed.

RELATIVELY NEW FUNCTIONS AND NEW ROLES
The role of (modern) Corporate Treasurer remains relatively 
new if you think about it (i.e. less than 40 years old). 
However, the function has evolved incredibly over the last 
decade. This evolution can be shared with FO’s and PE’s. If 
PE’s have entered version 3.0 of their evolution (according 
to LPEA); the corporate treasurers are often considered as 
having entered the 4th version of their evolving role. The job 
of corporate treasurer is today broader and more complex 
than it was ten years ago. Usually, the relatively small sizes 
of our structures require more efficiency and ingenuity 
to succeed and properly manage our treasury activities. 
When times become tough for all, every single euro saved 

François Masquelier,
Chairman of ATEL

THE MANAGEMENT OF A PRIVATE 
EQUITY FUND IS NOT SO DIFFERENT 
FROM THAT OF A COMPANY,  
IN TERMS OF TREASURY TASKS.
François Masquelier, Chairman, ATEL
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47There was a silence, 
everyone looked around 
at each other, feet were 
shuffled then one of the 
top fighters called out… “If 

we were in it for the money, we’d 
work in Luxembourg like you….” No 
one put their hand up – a room full 
of 120 fighters all staring at me 
was quite intimidating. So, I asked 
them another question…“What was 
the highlight of your 2019 year so 
far…?” They chattered and smiled, 
thinking of a positive highlight was 
much more engaging – and they 
didn’t look like they were going to 
kill me anymore either which was 
a good thing… As I went around the 
room the answers were surprising 
and moving…

For some it was seeing a student 
overcome fear of being bullied, 
building their confidence and 
personality so they were left alone 
in the playground… For others it 
was seeing a student achieve 
an award, a Black Belt, a First 
Dan or a Medal… And for others it 
was the feedback from parents 
regarding the transformational 

effect the training had on the 
daughter or son – how they were 
more disciplined, generous or just 
tidied their room on the weekend. 
No one mentioned Sales, Profit or 
Cash…Then I asked them, “What 
was the emotion you experienced 
when you received the feedback, 
witnessed the award or saw the 
improvements…?” They thought 
for a while and began to call 
out…“Happiness, Pride, Relief…” As 
they settled down, I kept going…

“So, would it be fair to suggest 
that the reason you do what you 
do is actually the emotions you 
feel when something significant 
or positive happens to you, your 
students and their families...?” 
They agreed it was – in fact they 
agreed the real reason they did 
what they did was because of the 
enjoyment they got as a result 
of others doing well – they did 
it because it made them feel 
HAPPY.

THREE STATES OF BEING
In Business and Life, we generally 
experience three main States, we 

are either Unhappy, Content or 
Happy. Clearly, we want to avoid 
the UNHAPPY zone although too 
many people live and work in this 
zone almost exclusively.
 
The majority of people sit in 
the CONTENT zone, just ticking 
along, neither happy nor sad 
just simply “Meh…” Occasionally 
we all experience HAPPINESS 
– it is fleeting, short lived and 
evaporates quickly but it is these 
injections of adrenaline that we 
remember, that engage and excite 
us – and if we are truthful with 
ourselves… It is this Happiness 
we crave and the reason we do 
what we do – when was the last 
time you got excited that all TPS 
Reports had been submitted on 

time…? No one I’ve ever met wants 
their career or business to be just 
“Meh…” They want the feeling of 
achievement, success, fulfilment 

but they focus on the wrong 
things; things such as Sales, Profit 
and Cash for example. Zappos, 
the LAS Vegas based online 

retailer have their Mission stated 
as “Delivering Happiness” – they 
know if they do that consistently 
and feel good about it the Sales 
look after themselves.

BUT HAPPINESS DOESN’T  
PAY THE BILLS…!

What I find in business is that 
if we focus just on the money, 
business is tough. If we focus on 
delivering the product or service 
that consistently delivers the 
emotions of Happiness, Pride 
and Relief as expressed by the 
Martial Artists, miraculously the 
money and profits tend to look 
after themselves. The Principle 
of Precession, or the Law of 
Precession if you are so inclined, 
suggests that actions and 
reactions to activities, actions 
and focus arrive at a 90-degree 
angle or Perpendicular to the 
Focus and Attention we give. If 
we all provide levels of customer 
service and support, whether to 
internal or external clients, to a 
level where we see them improve, 
develop and grow because of our 
actions – so we get the HAPPY 
feeling. Then it usually follows 
that they become raving fans, tell 
people how amazing we are, and 
the business grows – not as a 
consequence of focussing on the 
money, but rather a focus on the 
activities that make us and our 
customers happy. Perhaps we are 
simply in the Happiness Business 
after all – for our clients and for 
ourselves… 

At a recent UK conference with around 120 Martial  
Arts specialists, World Champions, Gold Medal Winners  
and Cage Fighters; I asked the audience a question. 
“Put your hand up if the only reason you do Martial  
Arts is for the money…” 

WHAT’S THE
POINT…?
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TO ENABLE EVERYONE TO ENJOY LEARNING, ACHIEVING, 
BEING AND DOING MORE
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PERHAPS WE ARE SIMPLY  
IN THE HAPPINESS BUSINESS  
AFTER ALL – FOR OUR CLIENTS  
AND FOR OURSELVES…
David Holland mba
Founder and CEO
Results Rules OK

HAPPY

UNHAPPY

CONTENT

David Holland mba
Founder and CEO
Results Rules OK
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François Masquelier,
Chairman of ATEL

The EU sustainable agenda has changed in recent years 
from being a predominately voluntary initiative to one 
which is perceived as a critical element needed to 
achieve the international climate objectives and to align 
private and public interests behind these goals.

SUSTAINABLE 
FINANCE
IN THE EU
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ECOLOGICAL OBJECTIVES WILL SEEK TO RE-
ORIENT FINANCIAL FLOWS TOWARD MORE 
SUSTAINABLE BUSINESSES AND TECHNOLOGIES 
TO DEVELOP A MORE SUSTAINABLE ECONOMY.
François Masquelier, Chairman of ATEL

will enable issuers to obtain 
funding from capital markets 
and amplify debt capacity or / 
and cost of funding. But all these 
initiatives will be propped up 
by increased transparency and 
incentives to long termism and 
green investments, including 
additional non-financial reporting 
requirements for corporates. 
Eventually, EU is also looking to 
review existing risk management 
frameworks to clearly reflect 
climate changes and sustainability 
risks faced by corporations.
The sustainability will be 
incorporated into Board strategies 
and embedded into the global 

objectives will remain at the top 
of the political agenda for the 
next Commission. It will seek to 
re-orient financial flows toward 
more sustainable businesses and 
technologies to develop a more 
sustainable economy. The first 
step is to determine the green 
taxonomy. Let’s agree on what 
we mean by “sustainable” and 
how to claim to be “sustainable”. 
It will help investors to identify 
and direct their capital to such 
businesses. We need standards 
for issuance of green bonds, 
incorporation of green factors 
and risks into credit ratings. 
This sustainability qualification 

company management. To achieve 
these objectives, EU has launched 
series of initiatives on ESG, non-
financial reporting, sustainability 
benchmarking, instruments for 
sustainable projects, sustainability 
factors to be incorporated into 
credit rating agencies analysis, etc
As we can understand, EU is 
convinced that there is not 
anymore room for waiting. It 
needs to guarantee our planet 
future and to shape an effective 
sustainability framework. The EU has estimated 

the funding gap needed 
to achieve its climate 
and Paris agreement 
obligations at around 

a minimum of EUR 180bln per 
year. We can easily understand 
that it goes beyond European 

governments financing capacity. 
Therefore, EU must turn itself 
to the financial sector and EIB 
maybe to reach its ambitious 
but vital targets. EU needs to 
mobilize private capital to reach 
its objectives and find sustainable 
business projects or technologies. 
The financing and operational 
environment for corporates will be 
reshaped in the coming months 
and years.
After May EU elections, green 
targets are the centerpiece of 
the European political agenda. 
EU is striving to become the 
global leader on the sustainable 
finance. These ecological 
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François Masquelier,
Founder of Simply TREASURY

François Masquelier,
Founder of Simply TREASURY

COULD SUB-ZERO YIELDS 
TURN INVESTMENT 
DISCIPLINE ON ITS HEAD?
It seems that another noticed consequence of these 
negative interest rates is the use of bonds for their 
potential of capital gain (rather than their potential 
return on interest). Investors also invest into equities 
for their potential of dividends. Bonds have become the 
new equities for fund managers. In the past, aren’t these 
investors buying equities for their potential of capital 
gain and bonds for their safe and secured character and 
interests paid? The classic strategies are now upside 
down. It generates new risks and managers become 
sort of traders. It’s not a good thing for markets and 
fund investors and could in fine cause more volatility. 
The markets are also puzzled and impacted by the ECB 
policies and QE strategies, which the new chairwoman 
will likely pursue. A lot of investors invest into high 
dividend equities. This major shift into portfolio building 
represents a long-established market “classic” strategy. 
Is such an approach sustainable in the mid-run? We 
will see… The question we should address is to know if 
it will continue and whether fund managers will regret 
loading up on equities instead of Government bonds, 
in case disasters strike. When the party will be over, if 
the market suddenly changes and strategies become 
obsolete, no one imagines what could be the collateral 
damages. Therefore, again this example illustrates 
perfectly well the consequences of negative rates and, 
if they stay negative for a while, the impacts it will 
have on financial markets. Be certain we will find many 
other examples of the unexpected consequences and 
damages caused by this unique interest rates situation; 
we have never experienced before (at least in the EURO 
zone). It won’t be the last time we will address these 
consequences and potential impacts of sub-zero rates 
for treasurers and pension fund managers. If you are 
interested by these impacts, read my former articles on 
this major issue.

WHAT ARE THE REAL PRIORITIES  
FOR CORPORATE TREASURERS?

According to the last PwC survey, 
cash-flow forecasting would be the 
top priority for treasurers in 2020. 
Who could contest the importance 
of determining future cash-flows? 
It is more interesting to point-out 
some of the other priorities and some 
of those missing. We can underline 
the same comment for FX. Although 
FX is becoming more and more 
expensive for several obvious reasons. 
Pricing varies from counterparty to 
counterparty and seems to be less a 
commodity under fierce competition 
and with limited margins, as it 
was. The complex political context 
explains the volatility and IFRS9 as 
well as technology offer ways to 
manage FX risks more dynamically. 
I am surprised not to see negative 
interest rates on this list. They start 
having dramatic consequences I have 
often pointed, and which will in the 
mid-run have significant indirect or 
collateral effects on all of us and 
of course on our bank partners. 
The funding and capital structure 

optimization are jumping up on PwC 
ranking. It looks paradoxical when 
interest rates remain sub-zero for 
quasi all periods and spreads very 
aggressive too. However, it confirms 
the aim of optimizing and leverage 
better the balance-sheets, which 
was often not a priority. There is 
here an important role to play for 
treasurers. I guess working capital 
6th position also reminds us how 
usually its optimization is secondary 
for CFO’s. The main reason was the 
absence of sponsorship and the 
multiple stakeholders within finance 
department, unable to coordinate 
actions properly. Time for CFO’s to 
wake up and to take the lead on 
workcap. One of the most surprising 
results is the 7th position of technical 
and digital innovation, which most 
of us would have expected slightly 
higher ranked. More than “digital 
revolution” or “transformation”, I do 
believe treasurers will have to revisit 
their IT architecture to optimize it. It 
is too complicate, multiple solutions 

partly interfaced and still too much 
recourse to XL spreadsheets. It 
is time to start simplifying the IT 
architecture rather than revamping 
completely your structure. The “more 
with less” principle applied to treasury 
too doesn’t help. It is certainly better 
to focus achievable priorities rather 
than on theoretical principles and 
wishes. Treasurers should remain 
extremely pragmatic and simplistic, if 
I may say. What can they reasonably 
do to protect better the company, to 
achieve priorities fixed by the CFO and 
to be successful? That’s the priority 
questions they must address. Surveys 
are just useful but limited indicators.
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READ ALL THE NEWS ON THE BLOG AT

www.atel.luFrançois Masquelier,
Founder of Simply TREASURY

The interesting FIAT and STARBUCKS 
cases treated by the European Court 
of Justice could be viewed as a 
whole revamping of competition law 
principles. The EUCJ has sanctioned 
the ruling agreements granted to 
these two companies. This September 
decision, according to competition 
law specialists are changing the 
rules. The Court recognized for the 
first time that the “arm’s length 
principle” (i.e. “principe de pleine 
concurrence”) constitutes a legal 
tool to assess whether a selective 
advantage, in the sense of state aids, 
is granted in the transfer price area. 
It is more than just a tax case. This 

TP principle will be used to detect 
selective advantages. According to 
specialists it is a distortion of law 
principles to sanction rulings. The 
EU Commission has also contested 
the allocation of equity to certain 
activities. If some equity is allocated 
to financing (e.g. cash-pooling) or 
to acquire participations. The Court 
has also rejected the TNMM method 
(i.e. Transaction Net Margin Method). 
The consequences of FIAT case could 
be that foreign entities should pay 
more interests (deductible in their 
countries) to FIAT Luxembourg. This 
decision seems to ignore the former 
jurisprudence of the Court. We can 

suspect that they will apply for sort 
of appeal (it doesn’t exist at EU level) 
like a “cassation” case to invalid the 
decision only on law questions and 
issues. We will soon see what next 
step will be. In any case, such decision 
could impact the TP organization 
of large MNC’s and impose even 
more prudence on group financing 
structures. Treasury structures could 
be challenged if not properly set up. It 
proves that people are never cautious 
enough with TP.
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WHAT IF THE FIAT  
AND STARBUCKS CASES  
WERE SHIFTING  
THE COMPETITION LAW?

François Masquelier,
Founder of Simply TREASURY

TP DISPUTES WILL 
INCREASE, BETTER  
TO PREVENT RISKS!
The new transfer pricing rules (i.e. TP) recommended  
by the OECD and implemented by the States and  
the EU without creating a revolution in the principles 
have generated a real upheaval in the intragroup 
relations approach. When you are in control, the 
administration leaves you little time to respond and 
demonstrate your compliance. There are methods of 
prevention but often not used by the taxpayer. You may 
not have an “Advanced Pricing Agreement” (APA) in place 
to determine the “at arm’s length” pricing methodology. 
You will have forgotten to use the rules of “Safe Harbor”. 
You will not have ICAP (“International Compliance 
Assurance Program” - 2.0) previously negotiated. 
Preventive dispute resolution measures exist, but still 
need to be resorted to.
 
Otherwise, when the questions come up, it may be too 
late. Tax authorities talk to each other and cooperate. 
The taxpayer engages the dialogue with several tax 
authorities. This is a kind of preventive ruling to prevent 
litigation. There have been some cases that have made 
the headlines such as Glencore in Australia, Google  
in France, FIAT in Luxembourg or Microsoft in Denmark. 
This is a kind of wave of litigations that could give the tax 
authorities an appetite for more. These Court decisions 
demonstrate that we have entered a new era and that 
in transfer pricing, things will not be the same as before. 
We will have to be prepared to prevent risks. A Directive 
2017/1852 considers the cases of dispute resolutions 
concerning taxes. This Directive has been transposed 
into national law, including Luxembourg law. It came into 

force on July 1, 2019, with respect to the fiscal years 
beginning January 1, 2018. What measures have been 
implemented to resolve these potential disputes? There 
is for example the “Mutal Agreement Procedure” (MAP).
In case of dispute and litigation, what can be done? 
Resolve to pay? Fight for the respect of his rights?  
Let experts decide? or Go beyond the law and be 
illegal? One can converse and discuss with the tax 
administration, go to Court and deal with the dispute, 
establish a mutual agreement (i.e. MAP) with the 
relevant authorities or resort to arbitration by a 
Commission.
Cases of litigation are gradually increasing; it is  
an undeniable fact. One may fear that this is only  
the beginning of a new era. It is therefore better  
to prepare the documentation carefully, to compile  
the evidence that will attest to the correctness  
of transfer prices. “One is never sufficiently prepared  
for all impossibilities” (Dr. M).
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EVENT COVERAGE

François Masquelier, ATEL

Luca Lazzaroli, EIB

Isabelle Badoux, 
Sanofi

Vince Dimase, 
Refinitiv

LIVELY TREASURY COMMUNITY
The 25th ATEL Annual Conference took place at Sofitel 
Kirchberg and brought together 200 professionals to 
discuss treasury trends and forecasts ranging from the 
evolution of payments, the effects of corporate tax and VAT 
on treasury companies, to capital calls and cybersecurity. 
The event was sponsored by BearintPoint, BNP Paribas, 
EIB, EY, ING, Intensum and Refinitiv. “The annual conference 
is a great way to take stock of the sector’s developments 
while celebrating our quarter-century run in a friendly 
atmosphere,” stated François Masquelier, Chairman of ATEL, 
who then especially thanked Frederique Lambert, the other 
cornerstone of ATEL’s activities. 

MIND AND MATTER
Following a series of breakaway conferences, the plenary 
session started with a video of Finance Minister Gramegna 
congratulating the association on its 25th anniversary 
and coming back on the establishment of the euro as 
a great accelerator for the profession and underlining 
Luxembourg’s key role in maintaining a positive environment 
for treasurers. Isabelle Badoux followed the minister’s 
intervention by presenting Sanofi’s treasury transformation 
journey focusing on centralized treasury, central bank 
interaction and the conception of a “payment factory.” Luca 
Lazzaroli, then presented the EIB, the largest multilateral 
lender and borrower in the world. The institution invests 
over € 1.2 trillion in innovation, environment, infrastructure 

the level of treasury expertise in Luxembourg by providing 
training and organizing more than 10 conferences every 
year. Adding to its mandate, ATEL has issued the 102nd 
edition of Treasurer Magazine. The association also lobbies 
very actively at both national and European levels – with 
the help of EACT - to defend its members’ interests. ATEL is 
foremost a forum in which treasurers can meet their peers 
and share their experience, as well as interact with industry 
stakeholders to find new solutions & opportunities. 

The ATEL Annual Conference was held  
on Thursday 19th of June in Luxembourg  
and marks the association’s 25th anniversary.

ATEL ANNUAL CONFERENCE 2019

A QUARTER  
CENTURY 
RUN

MORE INFORMATION
www.atel.lu

and SMEs with a special accent on sustainable growth in 
Europe. Vince Dimase from Refinitiv concluded the plenary 
session by presenting the challenging transition from LIBOR 
to new interest rate benchmarks, and how data – the new 
oil – facilitates decision-making for treasurers.

25 ACTIVE YEARS 
ATEL launched its activities in 1994 with 50 members 
from diverse backgrounds ranging from the treasurers, 
CFO’s, academics and service providers to bankers. The 
Association has now 350 members and works to raise 

ATEL LAUNCHED ITS ACTIVITIES IN 1994  
WITH 50 MEMBERS FROM DIVERSE 
BACKGROUNDS. THE ASSOCIATION HAS  
NOW 350 MEMBERS.
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Cyrille Oudard & Stephane Marlin

Danny Beeton

Michael Anthony

François Masquelier

David Bloom

Patrick Simeon

Alain Goebel

LEGISLATION AND 
IMPLEMENTATION

Patrick Siméon of Amundi 
reviewed the EU Money 
Market Fund (MMF) reform 
– implementation in March 
2019 - in the context of the US 
MM reform of 2016. The latter 
aimed to address systemic 
risk in the financial world. US 
implementation led to a shift from 
prime MMF to government-only 
MMF that left the private sector 
of short-term borrowers deprived 
of more than $1 trillion. This was 
mainly due to the non-applicability 
of liquidity fees and gates on 
public debt MMFs. For the EU, such 
a cliff effect in the MMF changes 
was not perceived despite a 
change in the MMF classification. 
A shift was witnessed with most 
C-NAV Funds converted into 
L-VNAV Funds, the latter having 
kept a stable, share format. 
Regarding the Anti-Base Erosion 
and Profit Shifting Initiative 
(BEPS), the transfer pricing for 
financial transactions discussion 
draft is currently on the table at 
the OECD. Danny Beeton from 
Arendt presented recent legal 
cases and their implications 
on transfer pricing reform. 
Recommendations included 

cloud-based, software distribution 
model becoming more and more 
prevalent due to its tailor-made 
function and its low infrastructure 
costs.

EXCHANGE MUTATION
David Bloom from HSBC said 
there are three factors affecting 
financial market behaviour. The 
structural – Fed QE, debt to GDP 
ratio, eurozone evolution – the 
cyclical – ECB tapering and the 
BOC or BOE raising rates – and 
the political sphere with its 
increasing unstable nature. He 
discussed the Trump trade wars, 
American tactics to tackle the 
deficit, German industrial decline 
and Brexit. In this last case, 
treasurers need to assess which 
of the three possible outcomes 
– deal, no deal, remain – hurts 
them the most and where they 
need to hedge. Bloom made 
the case that FX traders are 
trapped between two challenged 
economies – the USA and Europe. 
But, despite its shortfalls, the 
US dollar remained the best 
of the worst, Europe being too 
exposed to the aforementioned 
factors affecting financial market 
behaviour. Michael Anthony of 
HSBC concluded the conference 
by presenting capital structure 
optimization case studies and 
discussing the uncertainty around 
IBOR transition, focusing on 
treasurers’ need to assess the 
impact on their products – bonds, 
loans, deposits/overdrafts and 
discount rates etc. – and to 
reassess their strategies. 

TREASURY SOLUTION PROVIDERS 
NEED TO REMAIN FOCUSED  
ON HOW THE TREASURY FUNCTION 
WILL EVOLVE OVER TIME.

The ATEL Summer Conference was held on Tuesday 25th  
of June in Luxembourg and marks the start of the association’s  
25th anniversary. Here are three takeaways from the event. 

inspecting additional national 
guidance that can provide deeper 
insight into the matter - such as 
the UK National guidance on cash 
pooling. Alain Goebel focused on 
the Luxembourg legal cases and 
underlined the importance of 
TP reports to mitigate exposure 
to tax authorities and of TP 
documentation as legal proof.

ANSWERING THE CALL OF THE 
TREASURER OF THE FUTURE

Stephane Marlin and Cyrille 
Oudard from Kyriba said treasury 
solution providers need to 
remain focused on how the 
treasury function will evolve over 
time. Liquidity followed by risk 
management and transactions 
will remain key priorities of 
the treasurer. Treasurers will 
consistently need ways to assess 
the reliability and performance 
of every process. Data quality, AI 
and machine learning will shape 
the answers of treasury solution 
providers with SaaS tools – the 

ATEL SUMMER CONFERENCE 2019

EVER-EVOLVING 
TREASURY

MORE INFORMATION
www.atel.lu/atelsummereventgallery ©
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