n®62 - 2* trimestre 2008

Treasury Tools : Reasons for Adopting a MMF Dealing and FX Platforms

e - "

N ':_Zi.‘; - .{‘I

'r"l P I PSR
’l{ : ‘il -... .;

' m“ ﬂ . "

Al nduvummlw -h .\l = S-f‘a ;



 DOSSIER

E-FOREX TALKS

Yann Callou & Johan Claudot, Treasury Officers at RTL Group as well as
Francois Masquelier, ATEL Chairman, and Michael Diet, SAF Treasury consultant
at Intensum, have answered to our questions concerning the FX platforms.

MdT - Gentdemen, can yow lell ws o fithe abowrt your
company siractire and treasery operations.”

RTL Group is the leading Enropean enteriainment net-
work, with interests in 42 welevision channels and 32
radio stations in ten countries and content production
throughout the world, Ouwr central treasury located in
Luxembourg provides in-house banking services o all
our subsidiaries. This includes centralized advisory of
our profit centers in financial maners, centralized FX
management, Cash Pooling supervisory, internal and
extemal zroup Anancing, lgwidity plannimg, Asse
Management, following of imtermnational accounting
standard rules, e,

Regarding FX management, RTL has a substantial
LUSD exposure due 1o the acquisition of film rights in
LUISD, To hedge these payables we mainly trade spots,
forwards and swaps. We sometimes trade options.

MAT  Flow do you do your FX managenent?

Until & years age RTL Group was doing all its FX
trades over the phone. This was nol so efficient. main-
Iy because it was not possible 1o compare prices bet-
ween banks, it was time consuming and the risk of
errors due o misunderstanding was very high. For all
these reasons RTL decided to move on a muliibank FX
dealing internet platfonm.

MdT . War thir transition on a mudibank FX dealing
dnternet plafform romelfiing difffeull fo part In place?
Technically this was “piece of cake™, as the solution is
imternet based. The only small task is to contact vour
pool of banks w ask them o price you on the platform.
But in most cases the intemet FX dealing provider
comtacts the banks for you,

Actually the only issue was more an organizational
one. There was some reluctance among our colleagues
in do the FX management on an internet platform,
They claimed that there was a risk of loosing contacts
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with the bank traders. Indeed they were not totally
wrong but what T can say is that afler 8 years of FX
imternet dealing the bank traders who are the most
proactive and full of ideas still contact us!

What is sure is that after a couple of months of mana-
ging FX on an intemel platform nobody could imagi-
ne gaing back, FX management on an intermel solution
is 50 easy!

M Wihat do yow mean &y 5o vasy”

You simply have © select the pair of currencies you
want o rade, 10 choose between spotioutrights or
swaps, (o select the banks 1o which you want 10 send
the request, to fixe the amount and the maturity and to
click on “start™. In less than a few seconds you get
quotes from all the selected banks. Once vou know
vour sense (ie. if you buy or sell forward the curren-
cy) you can click on the price you want to get (gene-
rally the best price, i.e. the one highlighted by the dea-
ling platform). But vou have to be careful: when you
click, the deal is sertled!

MAT » Do you think there ir a minimam sire for a
corpongie who wanis o fnveri fn sech a system”

Al the Treasury department of RTL Group we act as a
service provider for more than 20 subsidiaries which
centralize their FX reguests. In this context. the
amount of realized FX trades approached 2500 deals
in 2007 and most of those deals were traded via the FX
platform where about 15 banks have been set up.

Although RTL Group has important FX volumes, we
believe that as soon as your company trades a few FX
deals per month a trading platform bécomes very inter-
esting. Such a tool wall undoubtedly faciliate the daily
work, secure transactions and mve the ability 1 chal-
lenge banks on given prices. Furthermore, FX platform
are accessible o non expert and can be rapidly set up
with relatively few investments and resources,
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MdT : According 1o you, what are ihe key benefits
that STP and awtornation bring to yowr organiva-
tion?

As explained before, we act as a service provider to
our subsidiaries, Up to 2007 we were using 3 indepen-
dent systems, One was o communicate with our sub-
sidiaries allowing them to enter their requests and fol-
low what had been done, the second one was the FX
dealing platform and the third on was the Treasury
Management System.

The problem with this solution was that these 3 sys-
tems were all disconnected from each other and the
person in charge of the front office had to manually re-
key most of the data several times into cach system.
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INTEGRATION

Therefore, beginning 2008 we reshaped our FX dea-
ling infrastructure in order to have a fully automated
STP process between subsidiaries requests our TMS
and the FX dealing platform. The main drivers for
such a change were needs for more integration, enhan-
ced functionalities, suppression of manual input,
decreasing risk ol mistake, providing an easy 1o use
tool to our subsidiary. use of a less time consuming
system and search for an evolutive platform.

MdT : Cowld yow describe a workflow example of
your cirreni STP FX infrastraciare?

The following example is based on a swap requested
by a subsidiary

1. The subsidiary connects to the Internal FX dealing
platform available on the SAP Enterprise Portal and
requests a new FX deal. T&CF receives this request in
the platform and is informed of the new request via
automatic alert per email,

2. By validating the FX request, T&CF forwards auto-
matically/semi automatically this request to 360T Tex
for quotation from the banks.

3, Once the external FX deal is done and confirmed in
360T Tex, the trade is automatically transferred/created
in SAP Treasury and processed by T&CF/accounting,
4. At the same time the quotation for the internal FX deal
is sent to the subsidiary and intemal FX trades (initial &
mirror transactions) are created in SAP Treasury.
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