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Foreword
Technology, media, and telecom (TMT) companies are amongst the industries in which we see the greatest innovation and 

potential to overturn established ways of communicating, learning and working, and create new lifestyle and enterprise models. 

Inevitably, however, with periods of rapid industry transformation and increasing competition, there is enormous pressure to 

invest in innovation and customer relationships to avoid commoditisation and create and maintain competitive advantage.

This TMT guidebook has been produced to address some of the key issues facing treasurers and finance managers of 

technology, media and telecom companies. Inevitably, it is impossible to cover every challenge, and indeed opportunity.

Like treasurers in every other sector, treasurers of TMT companies face the difficulties of changing regulations, increasing 

cost of compliance, macroeconomic challenges, and a prolonged period of low or negative interest rates. However, there are 

some issues that are of particular, and in some cases more specific concern to TMT treasurers, particularly around working 

capital, cash investment and rapid international expansion.

Throughout the guidebook we examine the technology, media and telecom segments in turn and explore some of the 

challenges and opportunities that these industries are experiencing, and the implications for treasurers. At the same time, 

there are both collaborative and competitive lines being drawn between these three segments, which also means that 

treasury strategies are becoming more closely aligned.

Through providing insights on some of the most critical concerns in the industry today and tomorrow, the guidebook 

highlights that it has never been more important for corporates to connect with the right financial services partner with 

international reach coupled with local expertise. HSBC is well positioned to help our clients to navigate and capitalise on 

cross-border opportunities with sophisticated liquidity and cash management solutions.
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TECHNOLOGY:  
PRIORITIES FOR 
TREASURERS
• Reliable access to financing, 

whether through traditional or 
alternative routes 

• Working capital optimisation

• Centralisation of treasury and 
finance operations and technology 
to enable rapid integration or spin-
off of new entities, process, cash, 
transaction and data efficiency, 
and economies of scale 

• Access to solutions and expertise 
in expansion markets to facilitate 
international growth 

• Supporting the business using 
tools such as distributor financing 
to increase the resilience of the 
supply chain 

• Supporting emerging collection 
methods to facilitate sales 

• Improved cash flow forecasting 

Technology 
A second industrial revolution? 

Every generation claims that it is living through a more exciting era 

of technological innovation than the last, but the current period is 

characterised not simply by the speed of innovation, but the way that 

technology is disrupting and reshaping the way we live and work to an 

extent we have not seen since the industrial revolution. 

While technology innovation has largely been driven by consumer 

demand in recent years, we are now seeing a strengthening appetite at an 

enterprise level to build efficiency and competitive advantage. The Internet 

of Things (IoT) has become a reality, from large scale manufacturing 

through to retail, with an impact across the supply chain. As a result, 

demand for technologies to support IoT will continue to grow, from network 

infrastructure to data analytics. Other new technologies that appeared 

to be part of a sci-fi imagination until relatively recently, such as Artificial 

Intelligence (AI), are also playing a growing role in many industries to 

predict behaviours and convert high volumes of data into more digestible 

and actionable content. 

Some emerging enterprise technologies are an extension of those already 

prevalent amongst consumers, such as cloud computing. The use of cloud 

computing at an enterprise level is set to soar from $50bn to more than 

$250bn between 2014 – 20171 which has major implications for the way that 

companies adopt, manage and integrate applications and data. Building on 

cloud computing, everything-as-a-service (Xaas) is one of the most rapidly 

growing areas, including remote delivery of platforms and infrastructure 

as well as software, a model that has been successfully embraced by 

companies such as Amazon, Google, Salesforce.com and Workday. 

The changing role, delivery and expectations of technology in both the 

consumer and enterprise space has important implications for strategists, 

shareholders and indeed treasurers. 

Competitive landscape

While large and established hardware and software providers continue 

to offer innovative technology, the low cost of entry is resulting in the 

emergence of a large number of new competitors from both developed and 

emerging markets that are increasingly driving the innovation debate. The 

speed of innovation is growing as a result, and as the development lifecycle 

shortens and accelerates, established players need to protect margins and 

1 Jagdish Rebelo, Enterprise Cloud 
Computing: Future Market Size, Growth and 
Competitive Landscape, IHS Quarterly, Q2, 
2014 as quoted in 2015 Technology Industry 
Review, Paul Sallomi, Vice Chairman and US 
Technology Leader, Deloitte Tax LLP
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boost investment spend to compete successfully against more nimble players 

with a lower cost base. Operational, financial and supply chain efficiency are 

therefore vitally important, all of which are areas in which treasury, supported 

by a trusted partner bank, has a major role to play. 

For smaller, emerging technology companies, facilitating growth is the major 

challenge. No longer can these companies limit their activities to a local 

market: indeed, the concept of a ‘local’ market has all but vanished in this 

sector, so optimising working capital, accessing financing (whether internally 

or externally) and managing international expansion are typically the priorities. 

Organisational change

One of the ways in which technology companies are repositioning their 

businesses in response to rapid industry change is through mergers and 

acquisitions, but also divestments. On the acquisition side, some are snapping 

up small companies to tap into innovation quickly; for example, companies such 

as IBM are investing in cloud computing and big data, while other acquisitions 

are bringing together larger companies with complementary capabilities. For 

example, FIS, a leader in banking and payments technology, recently completed 

the acquisition of financial software and technology services company 

SunGard, to broaden its enterprise banking and capital markets capabilities. 

High profile divestments have included HP’s split of its hardware and software 

divisions to allow both segments greater flexibility, while Symantec has 

also divided its business into information management and cybersecurity 

companies to invest in both segments in a more targeted way.

Facilitating growth

Whether a business is acquiring, divesting or pursuing an organic strategy, 

the focus remains the same: to expand revenue streams in order to 

enhance shareholder value. According to a recent PwC study of technology 

companies2, the potential increase in shareholder value derived from 

revenue growth rather than margin improvement is substantial, with 80% of 

technology companies demonstrating greater potential for shareholder value 

through growth rather than increasing profit margin. Facebook, for example, 

has a relative value of growth (RVG) of 100 (i.e., a ratio that demonstrates 

that the company could derive a hundred times times more shareholder 

value through growth than profit margin). More established companies have 

similar characteristics, such as Adobe (16.5), Yahoo (22.5) and Microsoft (5). 

Paradoxically, many major technology companies have focused on earnings 

rather than revenue growth, relying on cost cutting rather than new income 

streams to deliver on earnings expectations. While this strategy has been 

relatively successful for large hardware providers, the market for legacy 

products is shrinking, so these companies too will need to invest in top 

line growth, whether through home-grown innovation or acquisition. 

For most companies, therefore, future success will depend more on 

creating competitive advantage than cutting costs, leveraging high-growth 

technology innovations, such as cybersecurity, digital content, XaaS 

amongst others to drive revenues. 

Treasury has a vital role in facilitating growth, both by securing access 

to financing and managing working capital effectively. Furthermore, as 

technology businesses expand internationally, and adopt new business and 

commercial models, treasury can facilitate sales in innovative ways, such 

as distributor financing, and put in place the mechanisms to adopt new 

collection methods through mCommerce or eCommerce. 

2  2015 Technology Industry Trends. PWC strategy & series
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Reading between the lines 
The growth of digital content is an 

important area of overlap between 

technology and media companies, 

and the distinction between the two is 

becoming more blurred. As consumer 

and enterprise appetite and demand for 

new technologies has grown, so too have 

expectations about content, and indeed 

advertising, and how it is consumed. 

While pay TV subscription and advertising 

models and bundled packages helped 

to increase viewing choices in the past, 

these are now being superseded by the 

online reality of younger generations in 

particular. Traditional models such as 

scheduled programming and newspapers 

(although increasingly in digital rather 

than hard copy format) still make a crucial 

revenue contribution, but no company in 

this sector can ignore the major growth in 

online, on-demand, device-independent 

content, particularly video. The changing 

influence and spending power of the 

millennial generation is also apparent  

in the rapid growth of newer media, such 

as video games, the fastest-growing 

consumer category in 2014, with a 

14.3% increase3. Online and mobile 

games now account for the majority of 

consumer spending on video games with 

strong growth over the past five years. 

Technology is not only driving new 

content, and mechanisms for creating 

this content, but there are rapid changes 

taking place in the way that people 

consume this content. As the number 

and type of devices proliferate, potentially 

fragmenting media consumption, 

consumers are looking for a more 

cohesive experience across devices. 

These demands are further exacerbated, 

but the opportunities also enhanced, 

through cloud technologies that provide 

scalability in managing media content 

demands and addressing storage issues. 

MEDIA: 
PRIORITIES FOR  
TREASURERS 
• Reliable access to financing, 

whether through traditional or 
alternative routes 

• Working capital optimisation 

• Support for innovative payment 
and collection methods and 
customer subscription models

• Centralisation of treasury and 
finance operations and technology 
to enable rapid integration of new 
entities, process, transaction, 
cash and data efficiency, and 
economies of scale 

• Access to solutions and expertise 
in expansion markets to facilitate 
international growth 

• More timely, accurate cash flow 
forecasting 
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Crossing the boundaries 
Both new and existing players have  

a major role in, and opportunity to  

drive, the media transformation.  

There is also increasing crossover 

between media companies and those 

that have typically operated in the 

technology and telecoms space, with 

companies such as Amazon moving 

into online programming, creating new 

competition for consumers but critically 

also for advertisers. While print media 

has been in operation for over half a 

millennium, emerging business models 

today have a lifespan of five or perhaps 

ten years. For example, despite the 

meteoric growth of music downloads  

that took place in the five years until 

2012, download volumes are now falling 

in favour of music on demand. 

Faster broadband growth will further 

drive the growth of internet-based media, 

as will the growing number of connected 

consumers, particularly those who are 

mobile-enabled. This growth will further 

expand the digital spend compared 

with traditional alternatives, but will also 

continue to drive new business and 

consumption models. One such example 

is digital publishing. At present, sales 

of print books and eBooks continue 

to operate in tandem, and the digital 

experience of consumers essentially 

replicates that of the hard copy. Growth 

in eBooks will therefore be generated by 

creating a more interactive experience 

across devices to facilitate new forms of 

eLearning, consumer engagement and 

commercialisation of content. 

3  Global Media Report 2015, McKinsey & Co
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As consumer trends change on one 

hand, and the availability of high 

quality data to monitor these trends 

increases on the other, advertisers 

are becoming more adept at devising 

advertising strategies, selecting 

distribution channels and monitoring 

outcomes more specifically. 

Some companies, notably those 

in traditional print media where 

advertisers cannot derive the same 

level of consumer intelligence, have 

seen advertising revenues have fallen 

by 50% in a decade4. This is likely to 

fall further as newspaper circulation 

continues to dwindle in developed 

markets (although not so in emerging 

markets). In contrast, according 

to McKinsey, digital advertising 

(consisting of both internet and 

mobile advertising) will become the 

biggest advertising category by 2017, 

and mobile will more than double its 

share of this market.5 

Setting the pace of innovation 

Media companies, particularly those 

that have existing revenue streams 

to protect, are challenged to move at 

a rate that recognises changing (or 

new) consumer behaviour and takes 

advantage of distribution, content 

and advertising innovation without 

interrupting existing revenue streams. 

One of the problems of these new 

distribution models is that the 

revenues are typically lower than the 

models they replace, creating  

new pressures on those tasked to 

deliver stable earnings to find new 

revenue sources to compensate, and 

to reduce costs. 

With traditional and nascent 

distribution and consumption models 

co-existing and in many cases 

blending, the business models of 

the future are currently unclear. 

What is apparent, however, is that 

media, social media, telecoms and 

technology are becoming increasingly 

indistinguishable from a consumer 

perspective in the fast-growing IoT. 

This impacts on integration and 

connectivity requirements, but also on 

who will own and control customer 

relationships. The ability to analyse 

a wide variety of data, not least 

advertising metrics and consumer 

behaviour, is essential to creating and 

maintaining competitive advantage, 

but increasingly it will become more 

difficult to determine who should 

collect, own and therefore benefit 

from this data. 

Key to success will be to be able 

to respond quickly to changing 

demands, whether through organic 

development or M&A. Treasury has 

an important role to play by facilitating 

international growth, financing 

M&A and integrating new business 

entities, and maximising investment 

opportunities. In addition, treasurers 

are able to assess the impact of 

changing revenue models, and both 

anticipate and respond to the need to 

support, integrate and optimise new 

payment and collection methods. 

4 “Creative destruction: Newspaper ad revenue continued its precipitous 
free fall in 2014, and it’s likely to continue’. Mark J Perry, American Enterprise 
Institute,  April 2015
5 Global Media Report 2015, McKinsey & Coes
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Collision or collaboration 
With well over two billion smartphones now in circulation 

globally6, offering everything from music and video streaming 

to contactless payment, the boundaries between the 

telecom industry and all manner of industries across retail, 

utilities, media and financial services have been shattered. 

The faster the increase in broadband speeds, the greater the 

opportunity to add and enhance services delivered through 

mobile channels. What is so distinctive about today’s mobile 

opportunity, however, is its diversity: specifically, the value of 

mobile is not restricted to developed markets, nor to owners 

of sophisticated phones. With mobile money solutions now 

expanding across Africa and parts of Asia, for example, using 

simple, cost-effective devices, consumers are able to make 

electronic payments and transfers, withdraw cash and pay 

bills, all without a bank account.

The trouble with this ‘blurring’ between different services 

is that telecom operators themselves are not necessarily 

the beneficiaries: while operating and capital expenditure 

is increasing, revenues are stagnating, while many media 

companies in the video and audio space are ‘piggybacking’ 

on the back of their services, and increasingly owning the 

greater value of customer relationships. Telecom companies 

are therefore tasked to build customer loyalty and satisfaction 

on one hand to reduce ‘churn’ (i.e., customers switching to 

alternative providers) whilst also reducing costs. Investment 

requirements are also high, to replace legacy technologies and 

increase capacity to provide an optimum digital experience, 

and to provide high levels of user security. On the other hand, 

there are growing opportunities to monetise the enormous 

amounts of data that telecoms companies process, and 

growing customer demand for data-heavy services. 

Resisting commoditisation 
These challenges are exacerbated by a more stringent 

regulatory environment, such as the net neutrality issue (i.e., 

the principle that internet service providers and governments 

should treat all online data equally rather than discriminating or 

charging differential pricing by user, content, site, application, 

device or communication method). Laws already introduced 

in countries such as Chile, the Netherlands, Slovenia and the 

United States, with potentially other countries to follow, restrict 

how telecom providers and ISPs can price their services 

and therefore, potentially limit revenue, add cost and reduce 

differentiation, a challenge for both fixed and mobile operators. 

According to PwC’s recent Strategy & research paper7, over 

half of mobile markets globally are already commoditised or in 

imminent danger of becoming so. 

The authors of the PwC report identify three potential avenues 

to create differentiation in a commoditised and crowded market: 

• investing in a high performance operating model as a means 

to increase revenue

• creating the lowest possible cost operating model through 

outsourcing and cost reduction, or thirdly 

• pursuing scale driven benefits through consolidation  

and growth

Each of these strategies, or a combination in some cases,  

has very different capital, revenue and growth implications, 

and therefore impact significantly on treasurers’ strategy. 

For the first group, for example, investment, cash flow 

modelling to assess the impact of emerging revenue models, 

and support for newly emerging collection methods will be 

amongst the priorities for treasurers. For those for whom cost 

reduction is most important, themes such as centralisation, 

efficiency and automation will predominate. For the third 

group, all of these issues will be significant. In addition, M&A 

and the ability to expand the company’s international footprint 

will also be important. 

In reality, competitive pressures and fast-changing technology 

will force telecom companies to continue to invest to maintain 

their market position. Looking at 5G technology, for example, 

although still three or four years away, larger companies 

are investing now to be in a position to leverage faster 

speeds, lower latency, better coverage and opportunities in 

simultaneous connection to develop devices and services to 

create a high quality user experience and create market share. 

6 http://www.smsglobal.com/thehub/smartphone-ownership-usage-and-
penetration/
7 “Against the tide: How mobile operators can resist the pull of 
commoditization”, David Tusa, Milind Singh, and Ming-Chyuan Chan, PwC, 
September 2014
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Creating value from disruption 
One of the common characteristics of the innovations that we are seeing 

across the technology, media and telecoms industries is the potential to 

embrace, or indeed drive entirely new business models. Indeed, it is the inter-

relationship across all three segments that is often the catalyst of disruptive 

consumer and enterprise models. Five years ago, for example, downloading 

music onto mobile devices was a significant innovation, whereas today, 

web-enabled smartphones, more cost-effective mobile broadband packages 

and faster internet speeds are resulting in on-demand music becoming more 

prevalent. Uber is also a commonly cited example of industry disruption, 

overturning the concept of a minicab booking service and replacing it with 

a mobile service to connect, and provide the settlement engine between 

travellers (buyers of miles) and drivers (sellers of miles). 

These services rely on innovation and interoperability across all three 

industry segments, and increasingly, the three are becoming more aligned. 

The difficulty will be how each contributor to a consumer or enterprise 

service derives value, owns crucially important customer relationships and 

monetises valuable data. 

Treasury is not an observer of the business strategies that have the 

potential to be transformational, but a key facilitator, whether the focus 

is on growth (both in-country and internationally), investment or cost 

efficiency. From financing through to facilitating new customer collection 

and supplier payment models, increasing cost efficiency, optimising 

liquidity/investment management and enabling international growth, 

treasury functions across technology, media and telecoms globally are 

enhancing competitiveness and setting the foundations for future success. 

The wider treasury perspective 

While treasurers in the TMT sectors need to anticipate and respond to the 

specific demands of their respective industries, there are also a variety 

of wider trends and challenges arising to which all treasurers need to 

dedicate attention and resources. These are not always considered to 

be ‘front of mind’ at a corporate strategy level, but they may have major 

implications for the business, both financially and reputationally. One is 

the volatility in world markets, including both FX and commodity prices. 

Treasurers play a pivotal role in measuring, monitoring and managing 

these risks, and educating the wider organisation. While the ‘headline’ 

commodities, such as energy and agricultural products are less relevant to 

companies in the TMT sectors, the cost of both precious and base metals 

such as cobalt, palladium, platinum and copper can be significant. 

Another key example is the impact of banking regulation such as Basel 

III. With banks being forced to be more selective in both their lending 

decisions, and their appetite for corporate cash investment changing, there 

are considerable implications for treasurers across all industries, including 

TMT. These issues present challenge, but arguably also opportunities. 

For example, while banks may discourage on-balance sheet lending for 

some borrowers, there are growing opportunities in alternative financing, 

such as supplier financing and receivables financing, which will often 

meet companies’ working capital needs more specifically and potentially 

cost-effectively. Similarly, while depositing short-term cash with banks 

is becoming less feasible, cash investment opportunities for corporate 

investors are expanding, including new forms of money market fund 

(MMF) and other types of cash investment instruments. 

TELECOM:  
PRIORITIES FOR 
TREASURERS 
• Reliable access to financing, whether 

through traditional or alternative routes

• Working capital optimisation

• Centralisation and automation of treasury 
and finance operations and processes 
to allow new entities to be integrated 
quickly, create economies of scale, 
increase cash and process efficiency and 
reduce costs

• Sophisticated analytics to drive cash 
flow forecasting and devise competitive 
commercial models

• Support for innovative payment and 
collection methods and customer 
subscription models

• More timely, accurate cash flow 
forecasting

• Access to solutions and expertise in 
expansion markets to facilitate
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The value of treasury transformation 

Treasurers’ ability to meet the changing needs of the business, 

whether the result of specific industry trends or wider market 

and regulatory developments, is significantly impacted by 

the efficiency, transparency of the treasury function, a core 

element of which is centralisation. Centralised visibility and 

control of cash makes it far easier for senior executives to 

measure cash resources and optimise their use to deliver 

the greatest value to the business. Some companies are 

already very well-advanced in centralising and optimising their 

treasury operations and decision-making, but it has typically 

been more difficult to create a business case for a centralised 

treasury function in organisations with a culture of autonomous 

business units, such as global media corporations, where 

distinct financial functions typically exist. In these situations, 

treasury often has either limited or delayed knowledge of local 

cash surpluses (that are often earning little or no return, and 

may result in counterparty or FX risks) which may be better 

utilised to avoid costly borrowing in other parts of the group. 

An effective way of addressing this situation is the use of 

integrated infrastructure, such as interconnected regional/

global shared service centres and/or payment/receivable 

factories. These structures can reduce costs but also 

improve central visibility and control of group cash. Further 

efficiencies arise if in-house banking is implemented to 

manage intercompany funding and investment, particularly 

in conjunction with payments-on-behalf-of (POBO) and/or 

receivables-on-behalf-of (ROBO) techniques to streamline 

processing and rationalise bank account structures. As 

discussed above, centralisation is also key to efficient M&A 

and dispersals, which has particular implications in the 

TMT sectors. For example, M&A in the media sector 2014 

increased by more than 90% by value compared with 2013, 

and the first quarter of 2015 saw six large scale deals totalling 

more than USD34.4bn. 

As 2016 progresses, treasurers of technology, media 

and telecom companies are mapping their priorities and 

opportunities to deliver value to the enterprise for this year, 

and starting to cast their eye to the year ahead. Some of these 

will be driven by the specific needs of their company and 

industry, while others will be the result of changing financial 

market and regulatory conditions. A key factor in anticipating 

and responding appropriately to these trends is the advice 

and support of an expert banking partner that operates 

across the same markets, has a deep understanding of the 

emerging trends and challenges in the TMT sectors, and 

has the commitment to invest in the solutions that will allow 

treasurers to add value to the business.
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Phases in fintech evolution

There is a great deal of speculation about the potential 

relationship, and competition between providers of innovative 

financial technology (‘fintech’) and banks in the future. 

According to a recent McKinsey study (“Cutting through the 

noise around financial technology”, February 2016) fintech 

companies have the potential to carve out a significant share 

of banking revenues, particularly in payments, supported 

by significant venture capital investment, nimble business 

models for acquisition and servicing of customers, and 

innovative use of data. With the number of start ups in the 

fintech space exploding over the past year, from 800 in April 

2015 to 2,000 in February 2016, many of these companies 

are still in the first phase of the fintech lifecycle, namely the 

honeymoon stage of ‘selling a dream’, enjoying the luxury 

of identifying and exploiting a market need at a speed that 

banks are largely unable to fulfil. The rapid expansion in 

fintech caught banks largely unawares, which gave rise 

to the second phase in the fintech evolution. Many banks 

responded to the growth of fintech by investing in these firms, 

often without understanding their capabilities, potential or 

ability to be integrated into the bank’s wider infrastructure 

and service offering. In some cases, these investments have 

proved successful, but not universally: however, whatever the 

financial success of these initiatives, they often fulfil banks’ 

aim to demonstrate their commitment to innovation and 

exploring new opportunities.

Although the number of fintech start ups continues to grow, 

we are now entering a third, more measured phase.  

No-one wants to repeat the experiences of either the hype 

that preceded the ‘dot com bubble’ or the over-extension of 

the global financial crisis. As a result, both fintechs and banks 

are taking a more sober and mature view of the potential that 

innovative technology has to challenge and transform existing 

business models in the financial services industry.

Firstly, it would be wrong to assume that fintech companies 

exist and operate independently of banks: in reality, these 

companies already use banks as credit suppliers, merchant 

acquirers and infrastructure providers of solutions such as 

mobile wallets.

Secondly, by increasing, rather than reducing this  

co-operation, the potential to turn great ideas into great 

solutions that have the scale, resilience, and regulatory 

support to make a real difference to business models is greatly 

enhanced. This benefits both partners, with fintech companies 

gaining market access and infrastructure, while banks can 

leverage innovation opportunities for efficiency in the way that 

they structure and deliver customer solutions.

By Mark Evans, Heads of Payments Advisory, Global Liquidity and Cash Management, HSBC

One of the most frequent debates in the financial media that has arisen over the past year or two is the potential 

impact that financial technology (‘fintech’) providers will have on the traditionally unassailable banking domain.  

With regulations such as the Payment Services Directive (PSD) that breaks apart the competitive landscape to allow 

non-bank payment services providers (PSPs), marketplaces that blur the distinction between users and providers of 

ecommerce, and new players emerging to fulfil demands for commercial credit, the transaction banking landscape is 

more colourful than we have seen for many years.

Harnessing the Fintech 
Opportunity

H
arnessing the Fintech O

pportunity
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A familiar concept

There are already a number of examples of large, established industries that 

have embraced new technology and delivery models, transforming the customer 

experience. Telecom companies, for example have introduced portals that 

enable customers to access invoices and statements, monitor usage etc. Utility 

companies use similar portals, supported by remote monitoring and smartphone 

operation, often provided by or acquired from third party technology companies. 

Telecom and utility companies have not been decimated by technology innovators, 

but their value proposition has been enhanced by them, while at the same time, 

customer expectations and quality of experience has increased enormously.

Making connections, breaking down silos

The same mutually beneficial transformation can be achieved in the financial 

services industry too, leveraging the skills and attributes of a variety of players. 

At the heart of any successful transformation initiatives, however, are the needs 

of customers. In the retail space, this involves areas such as efficient payments 

and lending or credit solutions. Amongst the corporate community, where 

efficient payment technology is more prevalent, the focus is more on integrating 

the procurement process, in particular to cement links between procurement 

and treasury. One of the themes discussed by banks over recent years is the 

integration of their cash and trade business lines, and while this intention may 

often now be reflected in organisational structures and reporting lines, there are 

few examples of genuine integration from product strategy through to delivery 

and customer support.

This is an area of particular focus for HSBC, and an area in which fintech 

collaboration offers considerable value in cutting across silos both at the bank 

and customer level. Many of our larger technology customers, for example, are 

approaching us to address is how to manage large cash balances in a low interest 

rate environment. At the same time, these companies are tasked to boost their 

working capital ratios and improve process efficiency, both from a risk-related 

perspective, such as accelerating collections, or paying suppliers cost-effectively 

and at the optimum time.

To address these requirements, not only do we provide innovative, secure 

payment and collection solutions, but we are extending our expertise in cash 

and trade into areas such as eInvoicing, with a variety of exciting opportunities 

emerging for both in-house development and external partnerships. We have 

seen a variety of invoicing portals emerge in recent years, allowing suppliers 

to upload invoices to a processing platform rather than submitting on paper. 

These portals allow more timely, accurate and complete integration of invoice 

information into internal systems, more rapid approvals, and analytics tools to 

enable accounts payable managers to determine the best timing for supplier 

payments in order to take advantage of early payment discounts, which can be 

more favourable than the return available on surplus cash. 

A growing business case

By gaining visibility and a degree of oversight over procurement processes and 

invoices, treasurers can forecast future cash flow more effectively and improve 

decision-making. For companies with large debt levels, this is essential as a way 

of structuring debt and minimising new borrowing to reduce borrowing costs. For 

companies with surplus cash, low interest rates mean that treasurers are looking 

up stream to seek investment opportunities earlier, and leverage techniques such 

as dynamic discounting. 
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While cash visibility has always been key to successful liquidity and risk 

management, newer technology is proving a ‘game changer’ in that treasurers 

have very different expectations on the completeness, accessibility and usability 

of data than even five years ago: while many treasurers have been satisfied 

with 80 – 85 percent visibility of cash, the business drivers are becoming more 

compelling. At HSBC, therefore, we are supporting customers to reach that 

elusive 100 percent, leveraging our skills, international network, technology  

and partnerships. 

Partnerships in practice

One of the ways we are doing this is through our recent investment in leading 

cloud-based treasury and risk management system (TRM) vendor Kyriba. 

Treasurers do not want to worry about technology or to deploy resources  

on lengthy implementation and upgrade projects: instead, they want to be  

able to access functionality and services that allow them to fulfil their roles  

more effectively.

New deployment models such as cloud-based software-as-a-service (Saas) 

solutions are instrumental in achieving this. Saas solutions, for example, enable 

treasurers and finance managers to subscribe to a shared (‘multi-tenant’) solution 

to access functionality and services as their needs evolve, and to benefit from 

automatic incremental updates. These services may be provided by one vendor, 

or the vendor may also integrate third party solutions, such as market information 

feeds, electronic dealing, bank connectivity etc. into the offering to provide 

customers with a rich experience without the need to acquire and integrate these 

services separately. For example, at HSBC, we are rolling out a fully integrated 

payments library with Kyriba so that users can ‘flick a switch’ and take advantage 

of seamless connectivity with the bank almost immediately.

A commitment to collaboration

HSBC’s relationship with Kyriba is just one step in our journey towards embracing 

Saas and cloud-based technology. In particular, we recognise the valuable 

contribution that fintech companies across a wide spectrum of activities can 

make to our clients, with this contribution amplified further when delivered in 

collaboration with treasurers’ key providers, particularly banks. We are already 

seeing that onboarding can be quicker, easier and rely on far fewer resources, 

enabling treasurers to focus on optimising processes and information flows.

As banks and fintech providers collaborate more effectively, the pace of 

innovation and therefore opportunities for visibility and control over cash will 

accelerate. For example, leading multinational corporations in the TMT space are 

now centralising global payments and collections in single locations with a single 

point of bank connectivity, standardised XML-based formats and exceptional 

levels of automation and analytics in areas such as reconciliation, payment order 

routing and exception management. Increasingly, the achievements of some 

will be the expectation of the majority, a role in which HSBC, together with our 

fintech partners, have a vital role to play.

H
arnessing the Fintech O

pportunity



14

How would you characterise the payments landscape in 

which TMT companies operate, and how is this changing? 

Technology, media and telecom companies are expanding 

internationally at an unprecedented speed, fuelled by 

customer demand on one hand, but newly accessible 

business models on the other, particularly in e-commerce, 

m-commerce and the growth of multi-seller marketplaces. 

It is in these industries too where some of the technologies 

that are shaking up the payments landscape are originating, 

from blockchain through to the internet of things, biometrics, 

wearables and big data. Technology companies in particular, 

therefore, play a dual role, both as consumers of payments 

and collections on one hand, and providers to banks and the 

wider retail and corporate community on the other.

As TMT companies continue to pursue international 

growth, what would you identify as some of the biggest 

challenges experienced by TMT companies, and what 

opportunities exist to overcome these challenges?

One of the biggest dilemmas for TMT companies is how  

they can take control of their international payment operations 

whilst maintaining central visibility and control over cash  

and payments processing. Some of these payments are 

familiar to every company operating internationally, such  

as regular supplier, staff, tax and customs payments.  

However, technology and media companies in particular  

face additional difficulties.

Firstly, for example, technology companies that are most 

frequently headquartered in United States incur most of 

their manufacturing costs and generate a large proportion 

of their revenue outside their home market, particularly in 

Asia. Techniques such as payments-on-behalf-of (POBO) 

and effective repatriation strategies are vital in resolving this 

mismatch in where the funds are both used and generated, 

and where they are ultimately required.

Secondly, technology and media companies face the additional 

difficulty of paying a large numbers of beneficiaries such as 

development and content providers, where traditional forms 

of payment are less suitable. New forms of payment are 

emerging to meet this changing demand, such e-wallets.

e-wallet solutions have rapidly gained traction worldwide, 

but the way in which these solutions are deployed, and the 

purpose they fulfil, often differs significantly. In western 

countries, for example, Paypal is now a common means 

of payment for retail ecommerce transactions, with even 

greater penetration in parts of Asia: in China, for example, 

around 18% of retail transactions8 now take place via 

Alipay. In Africa, mobile wallet solutions such as M-PESA 

have played an essential role in digitising payments and 

increasing financial inclusion. Increasingly, however, there 

are new e-wallet solutions emerging that meet corporate 

as well as retail payment and collection needs. Technology 

and media companies are often generating millions of 

payment obligations every day to pay royalties and other 

fees to developers and content providers. As many of the 

beneficiaries are individuals or small businesses, it is neither 

practical nor cost effective to make payments by card (with 

the exception of prepaid cards in some cases). Similarly, 

acquiring and maintaining settlement instructions for each of 

these beneficiaries would place an enormous burden on the 

accounts payable function. Many of these technology and 

media companies have established regional or global payment 

factories, so the cost of making cross-border payments would 

be prohibitive bearing in mind that beneficiaries are often 

located across the globe. 

By Helen Sanders, Editor, in conversation with Mark Evans, Head of Payments Advisory,  
Global Liquidity and Cash Management, HSBC

Powering the Efficient  
Economy: Innovation in  
Payments & Collections

Pow
ering the Efficient Econom

y

8  Alipay 2016



15

Pow
ering the Efficient Econom

y

The e-wallet concept has a valuable role to play in addressing 

these challenges. Effectively, the e-wallet switches the 

onus from payer to payee: rather than a company ‘pushing’ 

payments to payees, the onus is on the beneficiary to ‘pull’ 

payments via a  self-service model. Payments that are due 

to each beneficiary are recorded and aggregated into an 

e-wallet. Beneficiaries can then access their their e-wallet 

statement via an online solution, decide when they wish to be 

paid, and via what payment method.

This is just one of the opportunities that e-wallets present 

beyond the type of solutions already in use, but the potential 

is enormous to facilitate e-commerce and revolutionise 

business models for both the supply and delivery of services. 

Other emerging payment types are also starting to make  

an impact on international business models. Instant 

payments, for example, have already been introduced in 

the UK, with considerable success, and countries such as 

Australia, Singapore, the United States amongst others are 

now exploring instant payment solutions. In addition,  

we are seeing the increased use of innovative mobile 

payments worldwide, again with the potential to transform 

business models.

Presumably, at the heart of every successful business 

model is not only how a company pays, but also how  

it is paid?

Absolutely. Many TMT corporations operate regionally or 

globally, with many thousands of customers, both regular 

and one-off, so collections can be a huge challenge. 

Collections are closely tied with the quality of the customer 

experience, so sellers need to provide customers with 

a convenient and secure payment experience. TMT 

companies themselves need incoming payments to be cost-

effective, predictable and easily reconcilable. It is often not 

practical or desirable to hold accounts in every country and 

every currency, so collections-on-behalf-of (COBO) solutions 

and virtual accounts can play a valuable part of a solution in 

some cases, but they do not solve the problem entirely. 

For one-off transactions, companies typically need to 

support as wide a range of payment instruments as 

possible, to attract the widest possible range of customers, 

some of whom will not have cards and/or bank accounts, 

particularly some younger purchasers and media users. For 

subscription-based models, companies need to maximise 

the use of reliable, predictable payment methods that 

encourage long term subscriptions, particularly direct debits, 

in markets where these are available. Although recurring card 

payments, for example, may be convenient to set up initially, 

for example, there is inevitably a drop off in revenue as cards 

expire and are not renewed. Payment cultures too determine 

how realistic it is to achieve a high proportion of direct debits. 

In Germany, for example9, use of card payments is relatively 

low, but 70-80% of people use direct debits.

9  European Central Bank https://www.ecb.europa.eu/
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Currency exposure and erosion of value as foreign currency 

payments are exchanged into base currency is often a problem 

for technology and media companies operating internationally. 

While foreign currency risk and the need to maintain multiple 

foreign currency accounts can be alleviated by an automated 

FX payment conversion service offered by a bank, it is difficult 

to reconcile the final amount, particularly if other charges are 

deducted. The use of virtual accounts can be very valuable in 

addressing this. Companies can collect money through a local 

account, creating a more positive experience for customers 

and aiding reconciliation, but without the cost or resource 

overheads required to open and maintain physical accounts. At 

the same time, flows are physically located in a single account, 

therefore supporting liquidity and risk objectives.

We’ve discussed some of the issues experienced by 

technology and media companies in particular, but what 

about telecom companies?

Telecoms play a somewhat unique role in that they fulfil 

an important function in the payments landscape in many 

countries as providers of a variety of mobile money solutions. 

These include, for example, mobile wallets in countries with 

large unbanked populations in particular, mobile payments to 

support m-commerce transactions, typically linked to card 

or other payment methods, and mobile-to-mobile payment 

solutions that transfer value between payers’ and payees’ bank 

accounts. Supporting these various mobile money solutions 

brings different challenges, but key to their success is effective 

and secure integration with banks or merchant acquirers that 

underpin these services.

In addition, telecom companies demonstrate some of the 

characteristics of technology and media companies, so 

similar solutions are often suitable. For example, a company 

‘bundling’ media and apps into their services will need to pay 

smaller, often widely distributed companies or individuals for 

these assets. Similarly, the importance of convenient, secure 

collection methods that encourage long-term relationships and 

stable flows are vitally important when setting up either fixed 

and mobile phone contracts.

Given the pace of change, how is HSBC responding to, 

and anticipating the demand for innovative payment and 

collection models?

We focus our innovation agenda on powering the efficient 

economy, which involves five key areas of activity, namely:

• Mobile transformation: The potential for TMT companies 

both to innovate and harness mobile technology continues 

to grow, and we are engaged in a number of prototypes 

across a variety of industries and business cases. Mobile 

technology is already playing a transformative role in 

replacing cash and physical payment instruments such as 

cheques, but this can extend even further, including across 

borders

• International payments: HSBC’s international reach and 

depth in the markets in which we operate positions us as 

our clients’ partner of choice for payments and collections 

globally. Our aim is to intermediate global fund flows with  

industry leading security and convenience, and deliver value- 

added solutions that meet the specific needs of our clients 

according to their industry and objectives

• Retail e-commerce: In addition to consumer payment 

services in several markets, such as UK and Hong Kong, we 

have identified and work closely with online marketplaces 

and e-commerce aggregators to facilitate thriving retail 

communities. Our particular strength lies in expanding 

the reach of these marketplaces across border where our 

expertise and solutions in foreign exchange and international 

payment and collection regulations, practices and cultures 

offer particular value

• B2B e-commerce: Our strengths in both cash management 

and trade finance are essential in smoothing the transition 

to more efficient, timely settlement models for both buyers 

and sellers, with exciting opportunities to automate supply 

chains and access innovative forms of financing

• New technologies and business models: Banks are 

tasked to adapt to, and anticipate the technologies that 

are transforming the needs, expectations and practices 

of individuals and businesses globally. We launched our 

expanded Singapore Innovation Lab in 2015 to explore and 

innovate in areas such as domestic and international mobile 

payment and collection services, payments to wallets and 

solutions for e-marketplaces, with substantial investment in 

converting innovation and intelligence into practical solutions 

for customers. New technologies play a major part in this, 

from our participation in the R3CEV/Distributed Ledger 

Group (DLG) to explore a variety of practical blockchain 

applications through to open API, internet of things, 

biometrics, wearables and big data

Pow
ering the Efficient Econom
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By Ian Fleming, Managing Director, Working Capital  
Advisory, HSBC 

The value of working capital

An important issue for investors in TMT companies is to maximise the efficiency 

of the asset base. This has been evidenced recently through a series of high 

profile acquisitions, mergers and divestures within the technology sector, 

including Dell, HP, eBay and most recently Xerox, as companies re-evaluate 

the structure of their businesses to unlock shareholder value. However, the 

role of working capital as a driver of capital efficiency is often overlooked in 

terms of asset pricing and how the asset base is used. With significant stock 

market volatility, and growing competition for high quality investment, CFOs 

and treasurers can no longer afford to be complacent about their working capital 

performance, nor ignore the contribution that effective working capital strategies 

make to return on capital invested. 

Although the global financial crisis prompted a renewed interest in working 

capital when market liquidity was more constrained, many companies quickly 

became complacent. Although access to liquidity narrowed, large, creditworthy 

organisations in many industries continued to enjoy easy access to credit, 

encouraged further by the attraction of low interest rates. As a result, many 

companies boosted their balance sheet in response to the global economic crisis 

to create a cash buffer, so working capital was pushed down the list of priorities. 

The lack of working capital focus is not only a historic phenomenon. As economic 

performance in countries such as US and UK improve, and growth continues in 

Asian economies, albeit at a more modest rate, companies are focusing more 

on revenue growth, while strong existing margins, facility headroom and surplus 

cash also distract from the importance of working capital.

As a result, while treasurers may be mandated to focus on working capital in 

theory, the reality is that there is often a lack of senior management leadership 

or motivation, and linking senior management remuneration to return on capital 

may not be enough. However, given investors’ search for optimal, stable returns 

in volatile markets, treasurers and CFOs cannot ignore the opportunity provided 

by optimising working capital processes and metrics, setting the right level of 

working capital for the business, unlocking cash for investment and growth and 

therefore maximising capital efficiency and shareholder value.

Working Capital 
Strategies to Drive 
Shareholder Value

Working capital management 

has emerged as one of 

treasurers’ most important 

priorities over recent years. 

According to Deloitte’s 2015 

Global Treasury Survey, in 

which 23% of respondents 

represented the technology, 

media and telecoms (TMT) 

sectors, nearly 70% of treasurers 

have been mandated by the 

CFO to drive working capital 

improvement initiatives, not 

simply for tactical reasons, 

but to drive shareholder value. 

Despite this mandate, however, 

the survey revealed that working 

capital optimisation does not 

yet appear to be a treasury 

priority, which suggests that 

both treasurers’ and CFOs’ 

commitment, or ability to 

influence working capital may 

be limited. 
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Driving working capital strategy

An obvious first question is ‘who owns working capital?’ This 

is not easy to answer given that a number of departments and 

business units play a part in the supply chain and therefore 

influence working capital. In this situation, there needs to be a 

single point of focus not only to co-ordinate initiatives across 

departments, but to define working capital strategy, and 

identify, prioritise and drive initiatives to achieve this strategy. 

In many organisations, treasury is the most logical owner of 

working capital strategy and delivery, but this is not always 

apparent to other parts of the business, which often see 

treasury more as an aggregator of transactions and business 

reporting rather than a business function that is in a position to 

influence the business flows that contribute to working capital.

Treasury possesses a number of unique attributes that 

position it as a natural ‘owner’ of working capital. Since 

the global financial crisis in particular, treasury’s role and 

profile has been elevated as company boards became more 

aware of the importance of treasury’s cash, liquidity and risk 

management responsibilities. As treasury’s role has expanded 

into new areas, such as enterprise risk management etc. 

it is becoming a facilitator of change, but in many cases, 

this change management role does not yet encompass the 

financial supply chain. 

Treasury also offers a unique perspective on business flows 

and working capital metrics, by bringing flows together and 

analysing the net impact, whereas departments such as 

accounts payable, accounts receivable and procurement  

have responsibility for a single element of the financial supply 

chain. It is therefore a logical next step to use this data  

collated in ERP or TMS, supplemented where necessary with 

subsidiary ledger information, for example, to analyse working 

capital opportunities.

Leadership in practice

An essential way in which treasurers can start to exert an 

influence on working capital is to engage with the business in 

a constructive way, not simply for reporting. For example, an 

obvious link into the working capital cycle is through the cash 

flow forecasting process, an area in which treasury typically 

has an ownership role already. Rather than simply collating 

flows, treasurers have the opportunity to work with business 

units to understand flows and how they originate and are 

processed in more detail, creating a foundation for working 

capital improvements. There is also the benefit of being able 

to enhance forecasting accuracy by challenging and refining 

ways in which forecasts are created.  

By building relationships and understanding the business 

dynamics, treasurers are in a better position to take the 

lead on, rather than simply co-ordinate working capital 

initiatives. Furthermore, treasurers have skills that are highly 

complementary to the wider business and can therefore 

influence their success. For example, shared service 

centres (SSCs) are often well-resourced and experienced in 

managing financial processes; however, they typically have 

fewer resources to analyse these processes and identify 

improvements. Given treasury’s analytic skills, and experience 

in managing business-critical transactions, it offers a natural 

complement to SSC expertise.

Overcoming obstacles

While treasury’s ability to drive working capital strategy and 

performance, and the benefits of focusing on working capital 

may be clear on paper, or even to some parts of the business, 

its involvement will not necessarily be universally welcomed.

Firstly, senior management support is essential to avoid 

organisational roadblocks and ensure that working capital 

participants are similarly incentivised to focus on group-wide 

objectives rather than individual metrics. For example, working 

capital management is an individual strategic objective for the 

CFO of media giant WPP as a management tool to address 

the principal risk associated with economic cycles. Treasury is 

responsible for monitoring performance and working capital 

targets are set for the group’s major operations. This common 

motivation is essential to a successful working capital strategy. 

At every point in the supply chain, there is a balance to be 

struck between commercial and working capital objectives, 

so every department needs clear parameters to maintain 

this balance. For example, a technology company offering 

extended credit terms may boost sales revenues, but the 

impact on days sales outstanding (DSO) is negative. These 

credit terms may differ across sales units, countries and 

ERPs, so it is essential to understand what levers are available 

and where greater consistency could be beneficial. Similarly, 

offering better service levels is often a way to provide 

customers with more value whilst maintaining pricing levels, 

but this can be a detrimental if there is a risk that the company 

will need to hold too much, or out of date stock, a particular 

concern for items such as mobile handsets.
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Secondly, treasury needs to be sensitive to the culture of the 

organisation, including the business units’ or departments’ 

autonomy, and their identity as a business function. The more 

integrated and less isolated treasury can become, the better 

able it is to add value to process efficiency and return on 

capital. Working capital optimisation can be one element of 

a wider dialogue with business units and departments, or a 

means of starting this process of engagement. 

Treasury has the capabilities, network and motivation (if  

not always the capacity!) to develop and deliver a working 

capital strategy, with experience of benchmarking and 

influencing skills to demonstrate the benefits of a co-

ordinated, systematic approach rather than isolated initiatives 

that do not necessarily result in a change of behaviour or 

group-wide value. Furthermore, with better visibility and 

control over financial assets, treasury is in a position to 

forecast cash flow with greater accuracy, and to monetise 

these assets using financing techniques to enhance working 

capital further. In addition, it is then able to make more 

strategic recommendations such as lowering borrowing 

headroom to reduce the cost of borrowing and improve debt/

equity ratios, and pursuing investment programmes, therefore 

creating greater confidence amongst investors and credit 

rating agencies.

A working capital partner

At HSBC, we recognise the compelling opportunities that 

working capital improvements offer to businesses across 

all sizes and industries. Although our comprehensive range 

of payables, receivables, cash management and trade 

finance solutions offer the tools to create working capital 

efficiencies, it is essential to adopt the right combination of 

solutions in a way that meets a company’s specific working 

capital priorities. To facilitate this, we have built an expert 

advisory and benchmarking function, with senior practitioners 

from corporate treasury, and working capital and cash 

consultancies, offering insights, experience and practical 

expertise in implementing working capital projects. Our 

advisory team supports clients in identifying working capital 

opportunities and priorities, and creating the relevant business 

case. In our experience, the saying ‘what gets measured gets 

done’ resonates strongly in many corporations, so dashboards 

and visual analytics that allow users to model the impact of 

changes to working capital metrics and cash flow measures 

can make the business case more compelling and more easily 

demonstrable to the wider business.

One of the ways we do this is benchmarking, not only to 

analyse a company’s performance in isolation, but also in 

comparison with industry peers. There is typically a correlation 

between the best performing companies and working capital 

performance, so we help clients to pinpoint similarities 

and differences, and where improvements could be made. 

Our ability to do this is greatly enhanced with an innovative 

application that uses publicly available data to benchmark 

working capital performance across sectors and geographies 

in real time. 

Our commitment to working capital is not restricted to a single 

department, however, and we want working capital to be a key 

part of our customer dialogue. To do this, we have established 

an extensive training programme across our business so 

that our sales, relationship management and delivery teams 

understand clients’ working capital drivers and are therefore 

more closely attuned to their business needs.

In summary, working capital management is now firmly 

established amongst the world’s most successful companies 

as a management tool to improve return on capital and drive 

shareholder value, none more so than Apple with research firm 

Gartner ranking Apple’s supply chain as the best supply chain 

in the world every year from 2010 to 2013. Corporations that 

take the time to explore, identify and prioritise opportunities 

for improvement, and leverage the solutions and expertise 

that are available, are likely to derive significant operational and 

advantage, and develop confidence amongst shareholders, 

analysts and credit rating agencies. HSBC has placed working 

capital at the heart of our customer strategy, with expertise 

and solutions that have been built over many years with the 

world’s most highly respected companies.
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By Zac J. Nesper, VP & Assistant Treasurer, HP Inc. 

Project background

HP has always had innovation and excellence at the heart of its strategy and 

business practices, and treasury is no exception. Before the separation was 

announced, we had just embarked on a transformation project to rationalise our 

banking partners and accounts, simplify our cash and liquidity structures, and 

optimise our use of technology to further automate our processes and perform 

sophisticated analytics. When the announcement came, therefore, we immediately 

put the project on hold and turned our attention to the task of building two new 

treasury functions. In some respects, we were fortunate compared with some 

other departments as I had a two-week head start on the announcement to 

engage in the discussions with credit rating agencies. As a result, I could start 

planning for the project so that we could push forward immediately once the 

announcement was made.

Even so, the timescales were ambitious. Realistically, although the official close 

period was 12 months, we could not take the risk of moving new teams and 

infrastructures directly into live operation, so we set a nine-month project timeline 

to allow for an appropriate testing and bedding down phase.

Project reach

We appointed a leading treasury advisory services team with specific experience 

in mergers, acquisitions and divestitures. The team proved instrumental in 

maintaining project discipline, monitoring project tasks, identifying and resolving 

dependencies or resourcing conflicts, and putting in place the various work 

streams required to separate the two businesses.

We started with three days of intensive project planning, bringing the global team 

together in Houston to identify the ‘Day One’ requirements that had to be in place 

for both businesses to operate. This resulted in 200-300 milestones, some of 

Nine Months to  
New Beginnings

In October 2014, The Hewlett-

Packard Company announced 

a separation between its PC/

printers business (HP Inc.) 

and its enterprise servers and 

services business (Hewlett 

Packard Enterprise). Not 

only was this the largest 

ever corporate separation in 

the technology industry, but 

with only 12 months between 

announcement and closure, 

treasury had a daunting task 

ahead to unwind the existing, 

highly sophisticated treasury 

functions and establish two 

distinct treasury functions that 

could support the ambitious 

plans of the new companies. 

In this article, Zac J. Nesper, 

formerly Assistant Treasurer 

of Hewlett Packard, and now 

of HP Inc., highlights aspects 

of the project and identifies 

success criteria.
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which involved cross-departmental work streams, such as 

legal entity structure planning, which involved our external 

consultants, treasury, financial control, tax, legal and the deal 

team. These entities also had to have adequate funding and 

capitalisation in place.

From a treasury perspective, our activities centred around 

three key areas: first, the setup of new bank accounts;  

second, the technology needed to manage the treasury 

operations in each treasury function, and third, capital 

structure and deal execution. We opted to ‘clone’ our existing 

treasury technology framework, and migrate to a new 

infrastructure in a later phase. This proved to be the right 

decision as the demands of the separation were intense.  

With the help of our external consultants and IT team, we  

set up a command centre structure based in the US, 

with regional centres in Poland and Malaysia to provide 

24/7 coverage. Seventeen different systems needed 

to be replicated, together with over 25,000 static data 

configurations, and 15,000 outstanding transactions needed 

to transitioned and reconciled.

We made the same ‘clone and go’ decision for our banking 

partners, in that we would duplicate our existing relationships 

and bank account structures initially, and then rationalise 

these after deal closure in line with the needs of the two 

businesses. The exception was cash management in Asia, 

which we aimed to centralise and rationalise with a single 

global bank as far as possible.

The separation involved opening over 750 new accounts in 

more than 50 countries involving both global and local banks. 

This was a particular challenge given that the new entities 

did not yet exist, so a complex certification framework was 

required. Each of these accounts then needed to be reflected  

in a number of treasury and accounting systems. In a project  

of multiple dependencies, opening bank accounts was one 

of the most important tasks, not only for treasury, but for the 

wider business, as a number of actions that departments  

such as legal, tax etc. needed to take could not be done until 

the bank accounts were in place. Consequently, during regular 

cross-departmental status meetings, there was a great deal  

of attention focused on the status of bank accounts in  

each country.

Managing expectations

A separation of this magnitude has wide-reaching implications 

both internally and externally, and managing expectations is 

a key success criterion. For example, we recognised from 

the start that customers must suffer no negative impact as 

a result of the divestiture, so we undertook a co-ordinated 

campaign for customer communication and migration. This 

involved defining playbooks for many thousands of customers, 

and personal contact from senior executives during the first 

few days to discuss any concerns and cement relationships. 

Within the business too, it was important to avoid any 

destructive effects that uncertainty can bring, whilst ensuring 

that everyone continued to work together as a cohesive team. 

We developed new treasury organisations for each business, 

but recognised that we could not simply split the existing 

global treasury function of around 90 people into two and 

expect that each would be able to operate successfully.

Firstly, we had worked hard to create synergies and 

efficiencies in treasury, and we lost some of these synergies 

when setting up two discrete treasuries that had to operate 

entirely independently. We quickly recognised that we would 

need additional hires, not only from October 2015 once  

the deal had closed, but in good time to allow them to  

come up to speed and participate in the transition project. 

We were therefore provided with a full-time human resources 

specialist who helped us to identify, appoint and bring 

people on board across this period, in addition to an external 

recruitment consultant.
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Secondly, we needed to decide when we would appoint  

people to one or the other of the new departments. On one 

hand, no-one likes uncertainty, but on the other, we needed 

everyone to continue working together rather than forming 

‘silos’ based on an organisational structure that did not yet 

exist. We talked to other treasurers who had been through 

similar projects, but ultimately, we made the decision not to 

announce the new appointments until mid-way through the 

separation. This included my own role, in that I didn’t know 

which of the two treasury functions I would be running early 

on. This ‘anonymity’ was ultimately positive, as it meant that 

we allocated talent and skills fairly, and in fact, there were 

numerous examples of people to whom we could offer a new 

challenge and career development.

Success factors

Maintaining a clear vision of what we needed to achieve, 

prioritising tasks and allocating the right resources to them 

were all key to the ultimate success of the project, and the 

expertise and support of our external consulting advisors,  

as well as the huge effort put in by our own team was 

essential to achieving this. Although treasury departments 

have a wide range of skills and expertise, they often lack 

project management skills at the level required for a project  

of this scale and complexity, so external resourcing was  

very valuable.

We held three global meetings over the course of the project 

to talk through issues, identify dependencies and resolve any 

outstanding questions. It was essential to listen, and anticipate 

problems wherever we could. Clarity was very important, 

both in what our objectives were and the steps to achieving 

them, so that everyone could see our progress, and the role 

they played in it. The use of dashboards was very valuable in 

this respect, not only by providing a view of project progress, 

but also identifying potential clashes or delays early on, so we 

could address issues rather than risk derailing the project.

New treasury horizons

Four months since the deal close, both HP Inc. and Hewlett 

Packard Enterprise  treasuries operate independently. We 

still communicate, of course, but we can now focus on the 

specific nature and unique dynamics of the new businesses, 

optimise our capital structures, redefine our liquidity and 

risk management approach, and resize our working capital 

programmes accordingly. The previous HP business had 

become so large that it was difficult to establish and deliver 

cohesive treasury strategies, but this is now far more 

attainable. Both companies retain the original HP commitment 

to innovation and excellence, so we have reinstated our 

transformation playbook at both companies. For example, 

we are now looking at rationalising our banking partners and 

accounts, implementing SWIFT for bank neutral connectivity 

and re-evaluating and revising the way that we use technology 

in treasury, positioning treasury to support the company we 

have become, and the one we are poised to be in the future. 
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The burden of surplus cash
Many TMT companies are characterised by being cash-rich, and therefore, their liquidity 

needs tend towards investment of surplus cash rather than securing access to routine 

borrowing for working capital purposes. In theory, liquidity management amongst cash-rich 

companies is relatively straightforward. Once cash has been received, treasurers can then 

determine how best to use it, such as whether to centralise or repatriate cash where it is 

feasible to do so, and how best to invest it. However, the TMT sector is distinctive in the 

sheer volume of cash that many treasurers need to contend with, which is often far higher 

than those in the energy sector, for example. Unlike some other sectors, TMT companies, 

(with the exception of telecom companies in some cases), have relatively low overheads, 

with less need for major investment in infrastructure or ‘bricks and mortar’. Technology 

companies further reduce their infrastructure costs by outsourcing manufacturing, while 

both technology and media companies, tend to promote a more flexible culture of home 

working and ‘bring your own device’ than more traditional industries.

Well-established objectives….
The first step for many technology and media companies, in particular, to deal with their 

cash is to centralise into large cash pools, typically in the US and UK, with one or two 

further centres in Asia. For telecom companies, which often operate more domestically, 

their centralisation structures will depend more on the geographies in which they operate. 

While TMT companies are often the most innovative in their product lines, services and 

business models, they remain conservative in their investment decisions. In particular, 

security of capital remains a primary objective. As with all corporate treasurers, segmenting 

cash into different tranches with different return, duration and liquidity requirements 

(working capital, reserve cash and strategic cash for example) is a key element to a 

successful investment strategy. Given TMT firms will often have larger amounts that they 

can allocate to longer-term reserve and strategic cash than many other industries, they 

are often in a better position to compromise on short-term access to liquidity for these 

tranches. As a result, they are in a position to access a broader spectrum of instruments 

across a wider array of tenors than companies that need more immediate access to cash.

Reducing the Burden 
of Cash Investment
By Jennifer Doherty, Global Head of Commercialisation, Liquidity 
and Investment Solutions, Global Liquidity and Cash Management, 
HSBC and Phil Cowley, Director, Institutional Business Development, 
UK, HSBC Global Asset Management

As part of HSBC’s ongoing commitment to maintaining an in-depth 

understanding of customer needs, and delivering solutions and services 

accordingly, we conducted an analysis of liquidity management trends across 

treasury departments of corporations in a variety of industry sectors. The study 

revealed some interesting trends amongst technology, media and telecom (TMT) 

corporations that are relevant both for companies within the sector, but also a 

wider group of corporate participants who demonstrate similar characteristics in 

liquidity and investment management.
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… but a new investment environment
Over recent years, prompted first by the global financial crisis, 

but latterly by the ongoing low interest rate environment and 

regulatory change, particularly Basel III and money market fund 

(MMF) reforms in the US, many treasurers of TMT companies 

have reviewed their investment strategy. For example, under 

Basel III, not all deposits are of comparable value to banks, 

so their appetite has been reduced. For TMT businesses, 

this is less of a consideration than for treasurers of non-bank 

financial institutions, for example, where there is declining 

bank appetite for deposits. TMT treasurers, on the other hand, 

can still expect that cash deposits have a value to their banks, 

whether operating or non-operating balances, and therefore 

there will continue to be an appetite. In addition, MMFs can 

play an important role in corporations’ investment policy, 

particularly to hold cash required for working capital purposes, 

given their benefits of security through diversification of cash 

holdings while providing daily liquidity. MMFs are also subject 

to regulatory reform, with new rules being implemented in 

the US later this year, and under review in Europe, which 

will bring about some changes to how these funds operate; 

however, they continue to provide a valuable alternative to 

TMT companies that have utilised credit limits with banks, and 

therefore looking for other receptacles of short term cash. 

However, given the large and often growing cash balances 

than many TMT companies maintain, treasurers are seeking 

to maximise their investment opportunities as far as possible 

across an array of instruments and tenors. This includes both 

on-balance sheet and off-balance sheet instruments such 

as MMFs and other types of investment funds, including 

separately managed accounts, and instruments such as 

commercial paper, gilts and US treasuries, repos and time 

deposits, which may have played a less significant role in 

some TMT treasurers’ investment strategies in the past.

Treasurers also need to ensure that they are able to take 

advantage of innovative investment solutions that banks are 

developing to be attractive to investors whilst allowing them 

to fulfil their Basel III obligations, such as 33 day or three 

month notice accounts. Asset managers are also identifying 

areas that can add value to investors, including products that 

take account of the changing liquidity appetite of banks as the 

primary issuers of money market instruments. As a result, it 

is important to review emerging opportunities regularly, and 

update investment policies accordingly.

A new generation of investment 
innovation
As well as managing large volumes of cash, our study 

emphasised the importance of automation and efficiency 

amongst TMT treasurers. In many cases, these companies 

are already leading the field in adoption of sophisticated 

treasury management technology integrated with online 

dealing portals as well as electronic banking tools. As a result, 

these companies are amongst those best-positioned to adopt 

HSBC’s automated investment solution that links accounts 

directly to HSBC and third party MMFs. By seamlessly 

integrating cash and liquidity management activities with 

investments, treasurers gain the benefit of diversification, 

same-day access to liquidity, and potentially higher investment 

returns without compromising on visibility or control over cash.

Given the volume of cash that TMT treasurers need to manage, 

we are anticipating that TMT treasurers will be interested in 

exploring further development to this automated investment 

solution that HSBC will be rolling out in due course. For 

example, by allowing treasurers to define their investment 

policies and limits within the system, funds can then be 

invested automatically within these parameters, enhancing 

automation and control over the cash investment process.

It is not only in the provision of investment instruments and 

liquidity solutions that a global bank such as HSBC adds value 

to TMT companies. Many large multinationals in this sector 

work with four or five partner banks, and given the scale 

of the investment challenge that many of these treasurers 

face, the benefits of harnessing these banks’ expertise and 

detailed market knowledge should not be underestimated. 

By doing so, treasurers gain access to timely market updates 

and information on emerging solutions, but also have the 

opportunity to contribute to the wealth of knowledge that 

informs the way that banks such as HSBC design, deliver and 

support solutions to our clients.
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By Alex Koh, Regional Treasurer, Asia Pacific, WPP plc 

Asia Pacific is one of communications giant WPP’s fast-growing regions, 

as countries across the continent embrace sophisticated and innovative 

communications, media and data solutions and multinational corporations 

extend their geographic and digital footprint. As the business and 

regulatory environment evolve, treasury’s role and priorities are also 

developing to support the business’ changing needs, as Alex Koh, Regional 

Treasurer, Asia Pacific for WPP outlines.

Treasury organisation

Our treasury is organised on a regional 

basis. One team is responsible for 

cash and treasury management in 

Asia Pacific, but team members are 

located across different parts of the 

region, including Australia, Hong 

Kong, India and China. As we operate 

in different locations, we don’t often 

have the opportunity to hold face-to-

face meetings, so technology such 

as instant messaging, cross-border 

networks and collaboration software 

are essential.

Our team structure reflects the unique 

characteristics of our business: for 

example, although treasury defines 

policy and strategy, and manages 

treasury operations at a regional level, 

we need to support the activities 

and bespoke requirements of local 

business units. Our business is 

changing, however, which has an 

impact on treasury at both a local 

and a regional level. For example, 

historically our operating expense 

base was mostly in the currency of 

the countries in which we conducted 

business; however, this is changing 

as our cross-border interactions 

increases, so managing cash and risk 

has become more complex. As we 

do not have imports or exports of 

physical goods, we have limited trade 

finance requirements, hence cash 

and working capital management is a 

priority for us.

Cash management priorities

As a global business, establishing 

visibility over cash is a primary 

objective for WPP. This is a significant 

undertaking, as we have a large 

number of entities, bank relationships 

and bank accounts, further 

complicated by the highly acquisitive 

nature of our business. HSBC has 

been our primary cash management 

bank in Asia Pacific for more than 

fifteen years, and we work with the 

bank in 16 markets across the region. 

How Treasury  
Supports WPP in 
Asia Pacific

WPP is the world’s largest 

communications services group 

with billings of US$73bn and 

revenues of US$19bn. Through its 

operating companies, the Group 

provides a comprehensive range 

of advertising and marketing 

services including advertising & 

media investment management; 

data investment management; 

public relations & public affairs; 

branding & identity; healthcare 

communications; direct, digital, 

promotion & relationship marketing 

and specialist communications. 

The company employs over 

200,000 people (including 

associates and investments)  

in over 3,000 offices across  

113 countries. 

WPP was named Holding 

Company of the Year at the 

2016 Cannes Lions International 

Festival of Creativity for the sixth 

year running. WPP was also 

named, for the fifth consecutive 

year, the World’s Most Effective 

Holding Company in the 2016 

Effie Effectiveness Index, which 

recognises the effectiveness  

of marketing communications.  

In 2016 WPP was recognised  

by Warc 100 as the World’s  

Top Holding Company (second 

year running). 
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In addition, we maintain selected 

local banking relationships to facilitate 

in-country requirements. Maintaining 

these relationships is important 

for a variety of reasons: firstly, in-

country regulations often restrict the 

services which foreign banks can 

offer; secondly, local banks offer a 

more extensive branch network than 

foreign banks are able to offer in some 

markets and thirdly, these banks 

have valuable insights into regulatory 

developments in-country which 

complements the expertise and 

advisory that HSBC provides to us.

However, the number and diversity of 

our banking relationships mean that 

maintaining complete visibility across 

cash balances, across regions is an 

issue. Collecting timely and accurate 

information and combining this 

data in a consistent and meaningful 

way can be difficult. Consequently, 

we needed a robust framework 

that would allow us not only to 

access information on existing bank 

accounts, but also to integrate new 

entities, bank and accounts easily 

in the future. We therefore decided 

to implement SWIFT to report 

account balances through HSBC into 

our Hong Kong entity. Although a 

‘clean’ and convenient solution, it is a 

major undertaking given the need to 

complete documentation for  

more than 1,000 accounts across 

various countries. 

We have now integrated more 

than 80% of accounts, and we are 

continuing the process of capturing 

the remaining accounts. As a result, 

we will be able to integrate the data 

from SWIFT with treasury information 

for cash positioning, liquidity 

management and forecasting. 

Managing liquidity

Our approach to liquidity 

management has evolved over 

recent years as the regulatory and 

market environment has changed, 

and our cross-border exposures 

increase. There are a limited number 

of countries in Asia Pacific who 

have truly open currency borders, 

but as other markets in the region 

have started to ease regulations, 

liquidity management opportunities 

have increased. However, identifying 

and realising these opportunities 

can be challenging in practice given 

complex restrictions and a different 

pace of change in each country. For 

example, in China, the regulations 

restricting cross-border pooling are 

being relaxed progressively and 

piloted in special zones to evaluate 

impact, prior to being fine-tuned or 

expanded geographically. Due to this 

evolving environment, first mover 

advantage may not be sustainable, 

or be beneficial longer-term, and 

circumstances will differ according to 

the  nature of the industry.

Hence exploring regulatory 

opportunities, and defining a regional 

liquidity management strategy, is 

an iterative, and not always a linear 

process, as countries are liberalising 

(or in some cases tightening) capital 

and currency controls gradually, and 

often at markedly different rates. We 

now have both notional cash pools 

and cash concentration in-country 

structures with HSBC, as well as 

multicurrency regional cash pools 

with header accounts in Singapore 

and Hong Kong. Notional pooling 

is typically more appropriate for 

the nature of our business but this 

structure is not permitted in some 

Asia Pacific countries.  Hence we 

tailor bespoke cash concentration 

structures for such situations.



27

A valued partnership

HSBC has been an essential partner to our business, not 

only in enabling us to achieve visibility and ultimately control 

over cash, but also to help us understand changes to the 

regulatory environment, and the impact on our business. As 

the bank knows our business well, it is well-positioned both to 

translate evolving regulations into practical solutions, and also 

to anticipate changes such as Basel III which will undoubtedly 

affect our business in Asia Pacific but in as yet indefinite ways.

HSBC acts as an advisor to us as our industry experiences 

radical transformation, particularly the shift into the digital 

space. This has both operational and strategic implications 

in treasury. An immediate impact, for example, is that cross-

border digital media vendors are paid in USD rather than local 

currency of traditional media vendors, which has currency risk 

and liquidity implications. Consequently, FX risk and cross-

border settlement exposures are beginning to have a more 

significant impact on operations.

Similarly, big data is becoming a more important topic for the 

advertising industry as clients seek strategies that leverage 

data to anticipate and measure consumer behaviour, and 

monitor the effectiveness of their marketing strategies. From a 

treasury perspective too, we are seeking to find new ways to 

leverage data to tailor our cash, treasury and risk management 

strategies to meet the changing needs of our business.

Evolving relationships

As both our own businesses, and the regulatory and market 

environment in which we operate evolve, we will continue to 

work with our partner banks and business units to understand 

their changing needs and how we can best respond to them. 

This includes cash inflows and outflows, the channels and 

currencies for these flows, and how the changing regulations 

impact these dynamics. Through our cash, working capital 

and risk management role, we aim to reduce the risk to the 

organisation, support the client sales and delivery process, 

enhance operating efficiencies, and ultimately deliver 

shareholder value.
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Sacha Deal, Global Sector Head – Technology, 
Media and Telecommunications, Global 
Liquidity and Cash Management, HSBC 

2016 was a year that will stick in the minds of many 

people for different reasons, and treasurers and finance 

managers of technology, media and telecoms companies 

are no exception. The second half of the year, particularly 

the last quarter, brought major organisational upheavals 

for many, with a number of high profile mergers, 

acquisitions and spin offs, particularly in the technology 

sector. For example, during the first year since the division 

of Hewlett-Packard in November 2015 into Hewlett 

Packard Enterprises (HPE) and HP Inc., HPE has been 

busy in M&A. In May 2016, it sold its Enterprise Services 

division to competitor Computer Sciences Corporation 

in, and announced the acquisition of Silicon Graphics 

International only three months later, completed in 

November 2016. In September 2016, HPE announced a 

‘spin-merge’ with Micro Focus International: Micro Focus 

acquires HPE’s non-core software, and HPE shareholders 

owns 50.1 percent of the merged company, which will 

continue to be known as HPE. 

M&A for depth and diversification

The telecoms sector is also experiencing industry 

consolidation and restructuring albeit to a lesser degree. 

In particular, we are seeing mobile operators acquiring and 

forming partnerships with content providers, such as AT&T’s 

announcement of a deal to acquire Time Warner in October 

2016, as mobile networks and the media that is exchanged 

across them become more inextricably linked. As another 

example, Verizon made a variety of acquisitions during the 

second half of 2016, including Yahoo!’s operating business 

in July, fleet telematics system company Fleetmatics in 

August, and mapping startup SocialRadar in November. 

Furthermore, Verizon’s purchase of Sensity, an LED sensor 

startup in September, is an interesting example of the way in 

which telecom companies are seeking to take advantage of 

innovations in areas such as the Internet of Things to drive the 

communication models of the future.

A Year of 
Challenge  
and Change
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Treasury has a major role to play in M&A and corporate spin 

offs, not least in ensuring that new and merged entities 

have the bank accounts and internal financial infrastructure 

to conduct business, appropriate financing and the ability to 

manage liquidity and risk. These often need to be achieved 

in short timeframes with considerable organisational barriers 

and uncertainties. At the same time, the treasury organisation 

itself, whether acquiring new responsibilities and staff, splitting 

out or establishing for the first time has considerable staffing, 

systems, policies and procedural issues to contend with.

A year of challenge and change

It is not only treasurers and finance managers of companies 

engaged in M&A that are experiencing challenge and change. 

Regulatory change and market volatility both at a global 

and local level continue to prompt treasurers to review their 

policies, processes, controls and reporting. 

Treasurers globally are dealing with the consequences of their 

banks’ adoption of Basel III and the impact of changes such 

as IRS 385. At the same time, they are also having to revise 

their strategies in countries such as China where opportunities 

to repatriate RMB have become more restricted in recent 

months, and the value of the currency, particularly against 

USD has fallen. Several other emerging markets currencies 

have depreciated against the USD in 2016, including the Peso, 

Rupee, Ringgit and Dong.

Devaluation of both hard currencies, such as GBP and 

emerging currencies such as EGP are also forcing a review of 

hedging policies and strategies.

Government strategies and wider geopolitical upheavals are 

undoubtedly causing treasurers to pause, reflect and adjust. 

In India, the change to the cash system and creation of a 

universal payments interface (UPI) create new opportunities 

to automate and standardise payments and collections, 

and revisit liquidity structures. Similarly, India is presenting 

interesting strategic opportunities for corporations in the 

technology, media and telecoms sectors: Google’s strategy 

to attract their next billion users will depend heavily on 

digitisation in India, for example. In the UK, the result of the 

Brexit referendum creates uncertainty for many corporations, 

but at the same time, large US technology companies in 

particular are increasing their investment in the country, 

creating an interesting dynamic.

A treasury response

While 2016 has been marked by shocks and uncertainty, a 

trend that looks set to continue in the year ahead, treasurers’ 

tool box to help overcome the challenges with which they are 

presented is growing. For example, an expanding spectrum of 

companies are taking advantage of bank-agnostic connectivity 

opportunities such as SWIFT and standards such as XML ISO 

20022. Meanwhile, bank collaborations with emerging as well 

as established financial technology (‘fintech’) companies are 

set to drive an expanding range of innovative opportunities in 

2017 to automate and increase control over existing business 

processes and facilitate new business models.

In this complex environment, treasurers are looking for 

clarity, consistency and reliability from their banking partners. 

At HSBC, we provide the coverage and depth of solutions 

and service offerings in the markets in which our clients do 

business. We offer high quality advisory services tailored 

to the specific needs of our technology, media and telecom 

clients at a local, regional and global level. Most importantly 

of all, we partner our clients as they progress their strategic 

journey, whether expanding into new markets, or consolidating 

their positions in existing ones. While 2017 will bring surprises, 

some positive and undoubtedly some negative, clients rely 

on us to bring stability, certainty and expertise in a time of 

challenge and change.

For more information on how HSBC can help meet your 

needs please contact your local HSBC representative or 

visit hsbcnet.com
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