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Happy New Year! 
Navigating the fog could be bumpy….

Looking back on 2016 many a commentator has highlighted that it was a year of surprise results and, maybe even 
more so, surprising resilience of financial markets. Despite Brexit, Trump, etc global equity markets end the year 
at or close to all-time highs.

But what about the outlook for the new year? At the time of writing a thick fog has descended across the Essex 
countryside as well as much of the UK – could this be the way things will be for Treasury looking to navigate 2017?

Potential challenges are a plenty not least as Article 50 is triggered by the UK following the Brexit referendum 
and President Elect Trump takes office. By all accounts treasury would be well served to add political leaders 
to it’s Twitter feed to stay current with the breaking news shaping policy. It is likely that these, and elections in 
Europe, will throw up surprises during the year that markets may not digest as easily as the results that brought 

us to here.

Interest rates in the US are expected to rise 2 or 
3 times during 2017, and sentiment in the UK is that 
the next move will more likely be a rise in rates – in 
particular if the impact of Brexit remains somewhat 
benign. How corporate depositors and money market 
investors react to higher rates and the steepening 
of Libor curves will be important for Treasury. The 
gradual increase in USD money market rates since 
the summer has, at last, provided some incentive for 
extended tenor placements. But as investors seek 
protection against further rate rises and competition 
for the most valuable deposit types increases liquidity 

managers will need to watch client sentiment closely.

 
The regulatory landscape and implementation of Basel III, US Money Market Fund reforms, continued to gain 
heightened attention during 2016. The impact of these significant, far reaching, changes will be felt even more 
keenly during the year ahead. As banks focus on liquidity quality and regulatory cost depositor clients become 
increasingly well informed about the value of their deposits. The “pull factors” between the needs of a depositor 
and their bank will require increasingly strategic relationship management and an approach that offers products 

which cater for the requirements of both. 

There have been dozens of articles and thought 
pieces published these last twelve months outlining 
the considerations that these regulatory changes bring 
yet there remains a large variance in the “readiness” 
of both borrowers and lenders. 

US money market funds have seen a dramatic shift 
from Prime to Government assets driven by the reform 
agenda, these changes implemented in October will 
filter through portfolios in the year ahead and it will be 
interesting to see if predictions of a return to Prime 
Fund like products comes to pass.

The shift from Retail and Institutional Prime Funds to 
Government Only Funds has been dramatic in 2016. 

Undoubtedly the importance for treasury to keep abreast of their sources and types of liquidity has never been 
higher. Aligning policy, approach and execution of liquidity strategy across an organisation and working in 
increasingly close partnership with clients will become business as usual during the year ahead. 

Source: Crane Data’s Money Fund Intelligence.

Reproduced with permission.

Source: ICE Benchmark Administration Limited (IBA)
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Change often presents opportunity and over 2016 we saw increasing headline making from Challenger Banks 
in the UK, FinTech – well, everywhere – and new market participants offer services with greater transparency to 
help financial services clients make sense of an increasingly complex world.

The variety of challenger banks in the UK – from digital only, single product, retail focused new entrants to broader 
SME banking approaches – brings a number of interesting themes to the fore. In many cases these challengers 
benefit from the refocus of the major incumbents as they tackle the capital and liquidity requirements post crisis. It 
remains early days and it will be interesting to see if the progress to date of these new financial services providers 
really does create more consumer choice for both individuals and SMEs over the longer term.

Banks, and other financial services companies, are tackling the three major challenges of Regulation, Returns 
and Technology concurrently. Taken together these are driving the most substantial changes in the industry for a 
generation. FinTech, an overused tag, provides threat and opportunity for banks, and treasury, to consider. 

Financial services technology companies, both start-ups and larger software houses, present industry 
incumbents with the opportunity to adapt to the regulatory changes, replace legacy infrastructure and manage 
the disintermediation threats. New technologies help improve efficiency, better manage cost, upgrade risk 
management techniques, both protect and use data more effectively and engage clients via on-line offerings.

Blockchain, while still in its infancy, has advanced dramatically over the last few years – especially in payments – 
and will continue to offer the prospect of new market standards, venues and security that will attract both new and 
existing market participants to challenge existing ways of working by applying distributed ledger technologies to 
completely circumventing them with new approaches.

New ways of capturing, accessing and viewing data provide treasury with the opportunity to manage risks with 
an increased efficiency. Applying these models to pipeline management, liquidity volatility and cyclical market 
behaviours with advanced back testing and scenario analytics is no small task, but with the access to data in-
house and aligned objectives across departments treasury can be both better informed and proactively engaged 
in strategy across an organisation.

   

After the fog, there is sunshine.

So the year ahead may be a little bumpy as we 
navigate the fog of politics, regulation, competition, 
interest rates and technology, but as it clears we hope 
to see clear skies, bright sunshine and a more defined 
path ahead.

I look forward to exploring these themes with you over 
the coming year and wish you all a happy, healthy and 
productive new year!
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