
Automation and Efficiency in Treasury
Stephen Barr, Yinan Yu, and Eric Porter

September 23,2020



Proprietary and confidential chathamfinancial.com2

Chatham Hedging Advisors, LLC (CHA) is a subsidiary of Chatham Financial Corp. and provides hedge advisory, accounting and execution services related to swap 
transactions in the United States. CHA is registered with the Commodity Futures Trading Commission (CFTC) as a commodity trading advisor and is a member of the National 
Futures Association (NFA); however, neither the CFTC nor the NFA have passed upon the merits of participating in any advisory services offered by CHA. For further 
information, please visit chathamfinancial.com/legal-notices.

Transactions in over-the-counter derivatives (or “swaps”) have significant risks, including, but not limited to, substantial risk of loss. You should consult your own business, 
legal, tax and accounting advisers with respect to proposed swap transaction and you should refrain from entering into any swap transaction unless you have fully 
understood the terms and risks of the transaction, including the extent of your potential risk of loss. This material has been prepared by a sales or trading employee or agent 
of Chatham Hedging Advisors and could be deemed a solicitation for entering into a derivatives transaction. This material is not a research report prepared by Chatham 
Hedging Advisors. If you are not an experienced user of the derivatives markets, capable of making independent trading decisions, then you should not rely solely on this 
communication in making trading decisions. 

All rights reserved.
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Your success is our mission
Financial risk management solutions that take your organization further

Chatham Financial delivers financial risk management advisory and technology solutions to organizations across industries and around the 
world — helping companies maximize value in the capital markets.

3,000+ clients 
around the world

Seven global offices 600+ employees 

3,000+ ISDAs reviewed 
annually

200,000 end-of-day 
valuations run nightly

$6.6 trillion hedged 
notional since 1991
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Requirements on treasury technology continue to evolve

Treasury’s core objective is to preserve liquidity and identify potential risks that threaten the financial position of assets. Such 
activities require flexible technology infrastructure that can support data integration, connectivity to trading platforms and 
automation of manual processes.

Treasury’s technology requirements and challenges

Increased 
importance of risk 

analytics

Increased pressure 
to manage 
efficiencies

Changing 
accounting 
landscape

Demand for better 
information on 

exposures 

Treasury teams can gain efficiencies and streamline their daily operations with the help of automation.
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Hedging without a risk management platform
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Additional 
exposures

Manual processes lack controls and can ultimately lead to suboptimal financial performance

1. Capture exposures

2. Validate exposures & 
calculate coverage

3. Analyze risk

4. Make strategic decisions

5. Build & approve trades

6. Execute trades

7. Trade confirmation

8. Hedge valuations

9. Hedge accounting

10. Reporting

ERP

Key activities in risk management

Manual touchpoints 
between systems

Trading 
platform

Phone 
trading

Manual 
exposure 

aggregation

Cash Mgmt.

Manual aggregation & analysis Lack of controls Time-intensive processes

ERP

System 
exposure 

report

Determine 
hedges

Trade 
confirms

Settlement 
and cash 
forecast

JEs & 
accounting

Hedge 
performance Management

reports
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Top 10 jobs in FX risk management
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AccountingMid/back officeFront office Reporting

Capture exposures

Calculate hedge coverage 
& validate exposures

1

Make hedging decisions

2

Create/capture/edit trade 
requests

3

Execute trades

4

Trade capture

Trade life-cycle 
(deal tickets, matching, 

settlement)

Hedge accounting Management reporting

5

6

7

8

9

10

Reporting 
(positions, MTM, journal 

entries, settlement)

Manual processes in any of these 
areas can limit scalability and 
increase the chance of error.

9



Proprietary and confidential chathamfinancial.com

Polling question

Which area of the top 10 jobs represents the greatest pain point for your organization?

• Front office (capturing and validating exposures, making hedging decisions, executing trades)

• Mid/back office (trade capture and matching)

• Accounting

• Reporting

9
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Capturing, validating, and analyzing data
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Common challenges
Key questions in the exposure aggregation process

Ensuring a complete, accurate, and detailed set of exposure data is paramount to running an effective risk management program. 

Explaining program results to stakeholders often involves time-consuming tasks to gather data and validate exposures 

Where do we gather our data 
exposures from, and can we 

streamline the process? 

How do we ensure the 
exposures gathered make up 

the complete data set? 

Are there better ways to 
track historical forecast 

trends?

How can we protect our risk 
with uncertain forecasting?

Exposure aggregation Exposure validation Process efficiencies Exposure variability
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Polling question

What is the biggest challenge in your current pre-trade activities?

• Ensuring data completeness

• Tracking down forecasts from business units

• Analyzing data to make trade decisions

• Executing trades

• Other

12
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Industry trends
Capturing, validating, and analyzing data

As technology continues to advance, treasury practitioners are looking for new ways to automate old processes, and free them up to be better 
strategic business partners to the organization. 

• Integration: The age of difficult, 
costly, and time intensive 
integration is over. 

• Repurpose existing reports:  
Avoid reinventing the wheel and 
leverage existing data pulls from 
your ERP to feed your TMS.

• Streamline decentralized data 
gathering:  Enable practitioners 
around the world to feed 
exposure data to a centralized 
team. 

• Forecast trend analysis: Identify 
forecast trends that can feed your 
future decision making. 

• Improved business partner 
conversations: Identify 
forecasting discrepancies to 
enable better business unit 
dialogue.

• Trade automation: Automate the 
analysis of exposure data and 
align with relevant policies.  

• Trade approval/audit: As 
volatility causes an amplified 
focus on FX, having a clean audit 
trail becomes critical for auditors 
as well as executives. 

• Adapt to changing FX markets: 
Quickly identify exposures and 
take action in the face of elevated 
volatility.

Data capture trends Data validation Data analysis

• Trade portal integration: 
Eliminate areas prone to human 
error along the value chain of 
financial risk management.   
Leverage trade portal integration 
that integrates with necessary 
platforms. 

Trade execution
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Front office – FX risk hedging
Leveraging technology
Review exposures and hedge ratios

Analyze forecast history

Propose and approve hedges
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Case study: Implementing a technology solution
A global retail company’s Excel-based hedging process had become size-constrained and was unable to expand with its growing global footprint, 
leaving the company materially exposed to new-market risk.

Company goals
• Migrate away from an excel-based solution to support scale.
• Achieve an auditable system of record.
• Align accounting process with best-in-class solution.

Key activities
• Loaded current and historical data to support ongoing program and lookback 

needs.
• Aggregated thousands of rows of excel-based exposure data in dynamic, 

interactive dashboards.
• Automated valuations, journal entries and effectiveness testing through 

CHATHAMDIRECT™.

Results
• Achieved real-time visibility into evolving exposures and the effectiveness of 

current hedging programs.
• Materially reduced manual month-end activities while simultaneously improving 

accounting processes.
• Implemented a scalable, technology-driven approach to cut ramp-up time needed 

for new currencies by 90%.

Initial state

End state
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Treasury operations for trade management 
and hedge accounting
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Common challenges
Trade management and hedge accounting processes

Many of these tasks can be automated or streamlined to gain efficiency and reduce the chance of error.

Managing the trade lifecycle and ensuring proper accounting can be an ongoing challenge for many companies

Handling trade 
confirmations, adjustments 
and settlement processes 

Setting up new hedge 
accounting programs and 

ensuring appropriate 
inception documentation

Monitoring period-end close 
processes and modifying 

hedged items when “critical 
terms” no longer match   

Treasury operations Accounting setup Ongoing activities
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Polling question

How many hours does your organization spend each period on managing post-trade activities and hedge accounting processes?

• 1 – 4

• 5 – 10 

• 10 – 20 

• > 20

18
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Industry trends
Trade management and hedge accounting

Taking advantage of system integration and automated workflows can free up treasury professionals for more strategic thinking.

• Centrally approved trade requests. Allows easier pursuit 
of both best execution and spreading trade volume among 
relationship banks.

• Trade confirmations can be handled system-to-system. 
Integration with trade matching portals to ensure accurate 
trade details are captured and verified.

• Trade settlement information exported reliably. 
Connecting your risk system with your cash platform 
allows settlement information to be passed downstream.

• Inception testing and documentation. Treasury and 
accounting professionals looking to minimize manual 
intervention to establish hedging relationships.

• Daily valuation and period-end journal entries. Ensuring 
both daily and period-end valuations and accounting 
processes occur without the need for triggering processes 
or keying in data.

• Regression effectiveness testing to provide stronger 
support than CTM. Getting hedge accounting into a 
system and out of Excel allows more robust testing that 
can be crucial in volatile market conditions.

Integration Automation
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Automate complex hedge strategies through technology
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Triple regression effectiveness approach vs. CTM

Critical Terms Match

Quantitative Windowed Approach

• Available for hedges that perfectly offset the hedged risk
• Generally the quarterly assessment of effectiveness is straight forward and can be performed qualitatively
• Challenges to Critical Terms Match over time:

• Volatility and forecast uncertainty
• Changes in the timing greater than one month for forecasted transactions
• A mismatch in critical terms may lead companies to revert to a quantitative test if such an approach was outlined in the 

inception hedge accounting documentation

• Provides for greater flexibility if applied from outset
• For hedges of forecasted foreign currency cash flows, entities can define a longer time period during which the 

transactions are expected to occur (e.g., during a three-month period using ongoing “triple regression” quantitative 
testing vs. a one-month period under critical terms match)

• For hedges of interest rate risk, quarterly regression analysis can be a powerful tool for evaluating hedge effectiveness 
when changes occur to the hedged debt (e.g., changes in interest rate tenor or floors)

In the current environment, missed forecasts can be a major challenge under a critical terms match (“CTM”) approach. 
Corporations can take advantage of a longer time frame to comply with hedge accounting by leveraging system to do 

regression testing and handle multiple designation approaches.
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Middle/back office
Leveraging technology
Benefit from a dynamic trade repository

Access hedge accounting reports

Automate effectiveness testing
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Case Study: Advisory, technology, and operational support
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Accounting support and technical expertise to create and administer hedge accounting programs for high volume and complexity interest rate programs

Company goals
• Consolidate technology platforms and reduce time devoted to hedge 

accounting and management reporting.
• Leverage additional expertise in hedge accounting related to interest 

rate, and foreign currency exposures.
• Access market data and derivative positions real time to perform 

analytics and make strategic decisions.

Key activities
• Onboarded onto ChathamDirect to create a more efficient and holistic 

risk management program.
• Provided accounting advisory and designation documentation 

surrounding new hedging strategies.
• Provided monthly financial reporting package to significantly improve 

the hedge accounting process.

Results
• Became trusted accounting advisor on all hedge accounting topics, 

including technical accounting matters on existing platforms, new 
strategy development and various scenario analytics.

• Streamlined accounting and reporting processes by leveraging 
Chatham’s operational support and reporting capabilities.

CF FV NIH

Technology Operational 
Support Advisory
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Providing insightful perspectives to 
stakeholders
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Common challenges
Management reporting

When something atypical happens or someone wants unexpected details, reporting can become a significant challenge.

Explaining program results to stakeholders often involves time-consuming tasks to gather data and craft presentations that 
answer common questions.

How are our trades changing 
in value over time?

How exposed are we to 
different currencies or 

counterparties?

How accurate are our 
forecasts?

How hedged are our 
exposures?

Valuations Exposure management Forecast analytics Hedge coverage



Proprietary and confidential chathamfinancial.com25

Polling question

What do you rely on to create management reports on your risk management program?

• Ad hoc creation of graphs and pivot tables in Excel

• Excel templates with macros to refresh the data

• Business intelligence tools

• Other

25
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Industry trends
The growth of business intelligence tools

BI tools are starting to gain wider use within treasury teams for their dynamic visuals and increased automation.

High level information on valuations and positions

FX program analytics

Historical forecast accuracy
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Automation and efficiency in treasury
Session conclusion

Front office Middle/back office Management reporting

Leverage technology to 
implement controls, gather and 
validate exposures, and make 
data-driven hedging decisions.

Automate time-consuming 
processes by integrating 

systems and removing manual 
touchpoints.

Consider upgrading business 
intelligence to create greater 

visibility for management.
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Questions



Thank you


	Automation and Efficiency in Treasury
	Disclaimer
	Today’s speakers
	Agenda
	Your success is our mission
	Requirements on treasury technology continue to evolve
	Hedging without a risk management platform
	Top 10 jobs in FX risk management
	Polling question
	Slide Number 10
	Common challenges
	Polling question
	Industry trends
	Front office – FX risk hedging
	Case study: Implementing a technology solution
	Slide Number 16
	Common challenges
	Polling question
	Industry trends
	Automate complex hedge strategies through technology
	Middle/back office
	Case Study: Advisory, technology, and operational support
	Slide Number 23
	Common challenges
	Polling question
	Industry trends
	Automation and efficiency in treasury
	Slide Number 28
	Thank you

