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MANAGING RISK  
IN A POST-BLACK  
SWAN WORLD

Companies have to 
take into account the 
shock waves still em-

anating from the UK’s vote 
to leave the European Union 
and Donald Trump’s election 
to US President just as much 
as the increasing protec-
tionism from Asia-Pacific 
governments when manag-
ing their businesses in the 
region. Corporate Treasurer, 
together with OpenLink, 
called on senior treasury 
figures to shed some light 
on the role treasury depart-
ments can play to lessen 
the impact of worldwide 
geopolitical uncertainty.

CorporateTreasurer (CT): 
What does the future hold 
now that Trump has actu-
ally become President?

Deepak Chandran (DP): 
It’s not only America - it’s 
something that’s been 
happening in many coun-
tries around the world - the 
Philippines, or even in India. 
It’s the whole disillusionment 
with the traditional political 
class. 
 
Mark O’Toole (MT): Nobody 
expected Brexit to play out 
the way it did. Interestingly 
enough, most companies - 
certainly ones with exposure 
to currency - didn’t bother 
to hedge. When the quarter 
came, they talked about 
taking an earnings hit be-
cause of the currency. Were 
they not stress-testing, were 
they not doing scenario 
analysis? 

You’d think ‘lesson 

learned’, but Trump wins 
an election and nobody 
hedged for that either. 
You need to plan for that 
Black Swan. Actually I call 
them Grey Swans, because 
they’re more likely to hap-
pen nowadays.
 
CT: Deepak, you’re com-
pany is not directly ex-
posed to the US domestic 
market, but you must have 
calculated some potential 
fall-out.
DP: Our currencies are 
largely linked to the US in 
some way or another and 
that has definitely impacted 
our business, especially 
because it’s a multi-country 
operation. We sell to mul-
tiple countries, we manu-
facture in multiple countries 
and we report in a third 
currency altogether, so the 
currency part of it is really 
worrying.

Everybody thinks the 
world will go back to nor-
mal, but something comes 
and surprises you again. It’s 
about challenging your own 
cost structure and really 
stress testing the company 
for its resilience. Over the 
years, so many factors 

have built up in any kind of 
capitalist structure and you 
have to start with a zero-
based budgeting kind of 
approach.

CT: Is it wise to change the 
way you run your opera-
tion on the back on events 
such as Trump?
Sarika Joshi (SJ): It’s not to 
do with changing how to 
do business as such. We are 
a US company. We have a 
process. We do not specu-
late on events and say ‘this 
is going to happen, let’s 
take a call’. We have a plan 
and we go and hedge cur-
rencies, for example, based 
on that plan.  

We give the business 
enough time to adapt to 
that and we say ‘this is how 
we protected you. This is 
how you have to incorpo-
rate that into your cost as-
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sumptions.’ It becomes more 
business-driven, rather than 
a reactionary tool based on 
what’s happening in  
the market. 

MT: You don’t want to be 
reacting to daily events, or 
you won’t get anywhere. 
But it’s more about going 
from more reactive to more 
proactive risk management. 
You should determine what 
your hedging policies are 
before you put it in.

CT: But sometimes regula-
tion comes out of the blue. 
Have the last few months 
not been surprising for 
treasurers? Take China’s 
outbound “window guid-
ance”, for example.
DC: Asian currencies have 
been more volatile in the 
last four years than the 
preceding eight years. The 
dependence on China in 
this part of the world has 
become much higher. Any-
thing that China does has 
a magnified impact on the 
ASEAN countries.

It’s not isolated to the 
region itself. Globally, cur-
rencies have become more 
volatile in the last 12-24 

months. If you look at any 
results now, there is now a 
long discussion on earnings 
calls on currency impact. 
I believe this is the new 
normal. There will be exag-
gerated reactions from gov-
ernments and markets as far 
as currencies go. 

Treasurers will have a 
tough time with judging how 
to move money, when to 
move money and where to 
move money.

Sok Mei Wong (SMW):  It’s 
probably not just treasur-
ers alone. When I was in 
Diageo, the Japanese yen 

dived and I had to react 
quickly and raise prices 
twice in a year. As the yen 
strengthened, you have to 
reduce prices automatically, 
especially when you’re in an 
environment where you’re 
exposed globally. 

You have to think ‘how 
will I increase prices and 
where?’ Hedging is one 
side, but if your prices are 
too high, they are no longer 
competitive and how will 
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you react? How do you 
compete in a world when 
traders will always arbitrage. 

As economies get more 
protectionist, each country 
will try to devalue their cur-
rency. As a consumer-goods 
company, where can I drive 
value on my products?

Rodrigo Gimenes (RG): 
Treasuries are playing a 
very interesting role in this 
more protectionist environ-
ment. They are expected to 
understand what’s going on, 
but sometimes it’s not easy. 

In Asia, the governments 
just announce the rules 
without any clue how that 
will evolve. This is where 
treasury will play an impor-
tant role, giving relevant 
information to the top man-
agement team to adjust the 
company strategy.

CT: The issue around 
trapped cash is a perti-
nent one. Centralisation 
has always been a big 
thing for large MNCs, but 
now I hear rumblings that 
there aren’t enough boots 
on the ground.
RG: That’s exactly what’s 
happening now. Although 
we have our in-house bank 
set up in Paris, in countries 

like Malaysia, Thailand, 
Indonesia, we need to have 
people to manage eve-
rything. What we do is try 
to reduce our exposure by 
performing a capital reduc-
tion from time to time when 
possible. But it is a tedious 
process and can take a long 
time to perform. 

We try to set up a local 
cash pool and try to finance 
through this pool. We also 
look to do intercompany 
loans between countries 
with similar businesses and 
invoices - it’s another way 
of freeing cash. We try to 
explore alternatives.

CT: Given the amount of 
trapped cash that com-
panies will have in places 
like China, do you have 
Plan Bs in place given the 
recent developments pre-
venting cash from exiting 
the country?
SMW: In a lot of these 
developing markets, few 
companies are making a 
lot of profit. Diageo has 
been in China for the last 
15 years. But what we earn, 
we want to pump back 
into China. Vietnam is the 
same. I want to penetrate, 
gain market share. 

There’s definitely a 

systems or suchlike?
SJ: It’s a global project. 
We were looking at doing 
it two years ago, but it got 
pushed back with the Kraft 
merger. We are now at the 
implementation phase. The 
reason is to have the ability 
to manage it more centrally 
and streamline our process-
es - we have 5,000 spread-
sheets. How do we have 
more information that is in-
stant, and we don’t have to 
do weekly reporting of cash 
balances? It’s for creating 
operating e�ciency. 

The next step will be our 
internal forecasting and 
managing exposures and 
cash. The goal is better 
management of cash and 
FX, operational e�ciency, 
focusing our time on  
strategy. 

RG: In our case, it is the 
same, to have more cash 
visibility. It is not new for 
Danone. We’ve been dis-
cussing this since I joined 
the group. What has 
changed now is we took  
the decision to implement 
TMS on a regional basis,  
not global. 

It’s a very di�erent ap-
proach compared to other 
companies. We realised 

trapped cash problem, 
but these are not mar-
kets where I have so much 
cash, I can send it to HQ. 
There’s still local treasury 
management - I need 
to make sure my working 
capital makes sense and 
my creditors are in good 
shape. Working capital is 
more key than repatriating 
cash right now.

DC: It’s not a problem of 
pulling money out, it’s about 
taking money into those 
countries. We just closed an 
acquisition in China three 
months ago and we found 
pumping money into China 
to be a far more painful 
process. China is very, very 
careful about the nature 
of the funds coming in. The 
number of hoops you have 
to jump through the capi-
talise your equity in china is 
not fun.

CT: To help you manage 
risk do you invest in  
treasury management  
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that it would be very dif-
ficult to set up the same 
vendor worldwide. Due to 
the number of customisa-
tion required and complex-
ity to deal with all local 
requirements, the company 
decided to manage this 
project regionally by explor-
ing a TMS vendor that can 
fit all countries across the 
regions we are in.

I just started discus-
sions with vendors. We are 
organised in six clusters in 
Asia-Pacific and this should 
fit all of them. Another  

thing that is important for  
us is security - bank con-
nectivity, encryption, making 
sure the TMS will fully com-
ply with the company  
rules.

MT:  More strategically, 
you’ve got to think not just 
‘what’s my angle today?’ 
but ‘where can I take this 
and what can it be five 
years from now?’ So you 
don’t have to repeat the cy-
cle I see a lot of people go-
ing through every five years 
because they’ve exceeded 
the limits of the old system.

CT: Cyber security and 
Know Your Client are go -
ing to be bigger concerns 
as the use of technology 
such as cloud computing 
grows, isn’t it?
RG:  What we have seen in 

operating systems, we have 

in the way the treasurers 
and the accounts pay -
able teams manage their 
files and connectivity with 
the banks.  We conducted 
a survey in Asia-Pacific to 
check the details the way 
they were connecting with 
the banks and whether the 
files were encrypted or not. 
We realised that our secu -
rity level could be further 
improved.

This is the right approach 
to use the TMS to tackle all 
these issues and help us to 
mitigate any potential risk.

SJ: Because we use the 
banking portals directly 
and we don’t really in -
tegrate that within our 
systems, the security is 
within the banking plat -
form. As we get into a more 
integrated TMS system and 
the system is talking to the 
banks, the situation is going 
to improve.

SMW: We had a case in 
Diageo when someone       
sent an email and there 
was a lack of controls and 
we paid to a fraudulent 
party. Cyber security is a 
big issue and we need  
to step up.  

DC: These kind of issues did 
not happen 10 years back 
and nobody really planned 
for them. 

To an extent we rely on 
the bank’s security meas -
ures as a proxy for our own 
- they have a lot more to 
lose than we have. But as 
we become more and  
more connected -to the 
suppliers, supply financing, 
channel financing etc, we 
are exposing ourselves to 
morepossible weaknesses 
and chinks in the armour. 
We have to guard aganst 
that.


