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Facing up to a new era
for liquidity management



This presentation is relevant for:

Managers responsible for the 

running of a bank’s treasury, cash 

and liquidity management functions

Technical staff in a bank’s IT 

department, who need to deliver 

liquidity management solutions to 

the business

Asset management firm staff 
who need to constantly monitor the 

liquidity of the products the firm holds

INTRODUCTION

Sufficient liquidity is vital to the running of any 

bank. However, as regulations change the goal 

posts, banks have begun to deploy technology in 

new ways to balance cost and opportunity.



…the risk to an institution’s financial 

condition or safety and soundness 

arising from its inability (whether real 

or perceived) to meet its contractu-

al obligations. The primary role of li-

quidity-risk management is to (1) pro-

spectively assess the need for funds 

to meet obligations and (2) ensure the 

availability of cash or collateral to ful-

fill those needs at the appropriate time 

by coordinating the various sources of 

funds available to the institution un-

der normal and stressed conditions.*

According to the federal 

reserve, liquidity is:

…a financial institution’s capac-

ity to meet its cash and collater-

al obligations without incurring 

unacceptable losses. Adequate 

liquidity is dependent upon the 

institution’s ability to efficiently 

meet both expected and unex-

pected cash flows and collateral 

needs without adversely affecting 

either daily operations or the fi-

nancial condition of the institution

‘‘
‘‘

It defines liquidity risk as: 

‘‘

‘‘

*source: https://www.federalreserve.gov/bankinforeg/topics/liquidity_risk.htm



Up until 2008, liquidity was generally thought to 

be freely available. However, the crisis highlighted 

that US dollar liquidity in particular had become a 

finite resource.

Today, new regulations require banks to keep more 

excess liquidity – and this is costing them since 

it is money they can no longer invest in financial 

products.

This balance between storing and investing 

cash is complex to manage. Like so many new 

regulations, banks are often caught in reactive 

mode, addressing specific mandates. 

Many are now turning to more strategic and 

proactive approaches – ones that address 

the fundamental market changes and create 

opportunities beyond compliance.



20162011

The 2011 Eurozone 

crisis ushers in the new 

era of liquidity risk 

management.

Central banks establish 

arrangements to swap 

currencies and help banks 

access funding in any 

currency in times of need.

The temporary liquidity 

swap arrangements 

between those banks 

become permanent

A shortage of US dollar 

precipitates the fall of 

several European banks.

The Federal Reserve issue 

dollars for euros to the Euro-

pean Central Bank (ECB) at a 

reduced rate. Central banks 

lower the pricing on dollar 

liquidity swap arrangements.

Banks are encouraged to 

invest the new liquidity. How-

ever, the slow economy and 

additional regulations make it 

difficult to achieve.

As the crisis hits market 

confidence. Trade 

recedes 1 % in G7 

countries in Q3 2011.

The Federal Reserve, the 

ECB, banks of England, 

Japan, Canada and 

Switzerland flood the market 

with cheaper liquidity. 

HOW DID WE GET HERE?



These new rules however hinder the quantitative easing 

efforts going on in parallel around the world to incite 

banks to invest more into the economy.

As a result, some central banks 

have set negative rates in 2016. 

In Denmark, Sweden, Switzerland and Japan, central 

banks introduced a negative rate on funds they hold 

for commercial banks. Sweden’s central bank also 

lends money to banks at a negative rate.

January 2013 -  BCBS 238 on Liquidity Coverage 

Ratio (LCR) ensures that banks have enough 

liquidity buffer to survive market stress.

April 2013 - BCBS 248 on Intraday liquidity 

tightens the control and management of cash flow 

and liquidity throughout the day.

June 2015 - BCBS 324 on Net Stable Funding Ratio 

(NSFR) controls how banks fund their long-term 

activities with short-term sources of cash.   

CONSEQUENCES 

IN REGULATION
& POLICY

To consolidate the resilience of the system to 

liquidity stress, the Basel Committee enacted a 

series of new regulation:



Institutions have to keep a 

larger liquidity buffer.

Quantitative easing 

encourages lending.

Institutions have to keep a 

larger liquidity buffer.

Quantitative easing 

encourages lending.

Gross issues of euro-denominated debt 

securities by central governments

In this environment, 

banks and asset 

managers are finding 

that being passive won’t 

work. They must be 

capable of modelling 

any event and plan their 

response with accurate 

navigational tools.

The solution used to be to invest 

in safe, highly liquid assets 

such as government bonds.

But... But...

But...

The consequences in 2016:

Gross issues of euro-

denominated debt securities

by central governments fell from 

198,754 in February 2012 to 

157,477 in February 2016.  (Source: 

European Central Bank



The ECB monetary policy means that access to 

liquidity is almost unlimited today – but this is not 

necessarily translating into additional funding 

from banks. 

Finding the right investment opportunities, such 

as corporate bonds or equities, is difficult in the 

current slow economy. As a result, many banks 

end up retaining more liquidity. In a negative rates 

environment, this is costing money.

 Banks are searching for ways to identify the best 

investment opportunities so they can avoid keeping 

costly liquidity above the legal reserve. This would 

enable them to optimize the funding cost of their 

investments. 

THE CHALLENGES  

•    1/  Optimizing the 
cost of liquidity



CONTINUALLY HAVING TO ADAPT OR REPLACE 

TECHNOLOGY REQUIRES ADDITIONAL INVESTMENT.

Traditional systems, such as accounting ledgers and other 

static tools don’t stand up to the new requirements.

Banks often rely on pre-canned reports generated 

by conventional relational databases along with a 

bespoke or packaged reporting layer. Data has to be 

pre-aggregated before it is consumed, which rules 

out on-the-fly analytics. IT teams also have to rewrite 

reports to cope with additional requirements, such as 

new classifications within the LCR ratio.

Tackling any regulation often becomes a cost issue. It’s 

important to comply but putting the right technology in 

place can come at a price. 

*See for instance in May 2016 how the European Banking Authority decided to change the com-
putation of collateral outflows in stress conditions

Running stress tests on the balance sheet 

to understand the impact on liquidity risk 

metrics. This relies on more granular data, 

leading to increased volumes to manage. 

Deploying intraday liquidity management 

capabilities as required in BCBS 248.
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More frequent reporting to regulators, with 

greater levels of detail, and evolving rules*.
3

THE CHALLENGES  

•    2/   Preventing escalating 
compliance costs



The markets are often turbulent – these 

are uncertain times and global news 

headlines can have a direct impact on 

business. 

Technology has an important role to 

play. Every day, banks rely on systems 

to be able to model the impact of these 

and other world events so they can react 

appropriately – and swiftly.

THE CHALLENGES  

•    3/     Mapping world 
           events

The Swiss national bank 

uncapped  the  Swiss

franc from the euro

Feb. 2015

The most volatile 
February for
currencies in six years

Feb. 2016

The British Pound hit a 
seven-year low following 
news of a Brexit referendum

Feb. 2016

Uncertainties in
 th

e oil

and gas in
dustry

 created 

new challenges f
or 

market partic
ipants

Q1 & Q2  2016

News

News

News

News



THE CHALLENGES  

•    4/   The classification of 
assets

Maintaining the trust of the entire 

market, including customers, is 

crucial for any bank to succeed.

That trust often hinges on perceptions of how well-

equipped the bank is to steer through economic turmoil, 

anticipate problems and apply effective strategies. 

Those that fail risk reputational damage – and that 

can be a costly mistake, which is difficult to repair. 



• This is a challenge because it might not match a bank’s 

internal classification, which is often designed with internal 

business goals rather than the regulator in mind. Banks can 

end up having two reporting systems running in parallel. 

• When classification rules change, it might involve significant 

IT developments to remap the balance sheet data 

accordingly.

Regulators impose strict formatting 

for the classification of assets, which 

is likely to have adjustments over time.

Classification 
engine

On-the-fly and flexible reporting

Internal 
Classification

LCR Classification NSFR Classification

THE CHALLENGES  

•    5/   Performing more frequent 
and compulsory stress 
tests



Stress testing has always 

been a data-intensive 

exercise. Now it requires even 

more input – often several 

hundred different criteria – in 

order to simulate shocks at 

the most elementary level.

Banks must also combine internal and external 

stress scenarios. Typically, these run in different 

environments so consolidation 

can be extremely time-consuming and prone 

to error. 

THE CHALLENGES  

•    6/   Performing more frequent 
and compulsory stress 
tests



Visualization 
for instantaneous discovery 

and navigation of data across 

the organization

Alerts
to proactive notify users when 

limits are exceeded and to initiate 

a workflow in response

Simulations
for rapid computation of running 
balances and liquidity risk metrics

ActivePivot is the in-memory computing 

platform from ActiveViam. It enables firms 

to make complex on-the-fly decisions based 

on huge volumes of data. 

ActivePivot empowers users to best leverage 

the data at their disposal.

 INTRODUCING ACTIVEPIVOT



Thanks to a what-if engine that can create any sort 

of shock scenario on-the-fly, banks don’t have to wait 

for next day results and instead can make decisions 

instantly.

ADDRESSING THE CHALLENGES

Optimizing the cost of liquidity

ActivePivot allows banks to conduct 

these stress tests efficiently
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Banks need a tool that delivers a complete yet comprehensive visibility 

of liquidity, including the cost of any movement. This requires a powerful 

simulation engine to test all hypotheses and project them into the future 

– such as the potential impact of investments on the NSFR, which must 

be calculated over several years. 



ADDRESSING THE CHALLENGES

Preventing escalating compliance costs

In order to keep compliance costs under control, you need to have a tool 

that is flexible enough to conform with any current requirements and that 

can evolve to match future tweaks introduced by the regulator, such as 

changes in classification rules or the introduction of new metrics to include 

in reports.

ActivePivot provides a single platform 

for managing regulatory reporting, 

intraday liquidity and stress testing.

ActivePivot can integrate several terabytes of cash flow data 

from risk engines and other operational systems that are 

usually siloed, which it loads in-memory and aggregates on-

the-fly. It applies complex calculations on this data to deliver 

liquidity metrics, such as LCR, expected liquidity exposure, 

and forward liquidity exposure.

Business users can manage the entire process of defining 

new classifications and ratios for creating a new regulatory 

report, such as LCR to NFSR to AER, without having to defer 

to the IT department. 
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ActivePivot can consume any type of scenario – including market 

events.

The system is especially well fitted to change classifications for 

simulations before or just after a real-world event. 

ADDRESSING THE CHALLENGES

Mapping world events

ActivePivot can generate any scenario 

at query time and deliver them in a 

split-second

3

Be they headline news or more local phenomena, current events 

take multiple forms and modelling them correctly requires an 

equally flexible analytics engine.



Control through smart alerts ensures managers can quickly 

react to issues as they arise.

Banks have a tool to respond immediately and dispel rumors 

when their capabilities come under scrutiny

ADDRESSING THE CHALLENGES

Managing reputations

ActivePivot delivers better visibility to 

navigate the changing environment.

4

Public or private doubt or rumors about a bank’s capacity 

to address future change can carry serious implications



The platform delivers almost limitless flexibility. Users 

can categorize cash flows on-the-fly and give each the 

relevant report labels.

A change in classification rules takes minutes to apply in 

ActivePivot instead of hours or days in a traditional SQL 

database. 

The What-If engine can simulate in advance the impact 

of a change in classification – such as the effect of the 

downgrade of a corporate bond on a regulatory report 

for LCR. 

ADDRESSING THE CHALLENGES

The classification of assets

ActivePivot’s in-memory architecture 

enables the bank’s rules and the 

regulatory rules to all work together.

5

Banks need a solution that has several pre-canned reports, 

each with different structures and classifications rules, 

co-existing within the same system and with the ability to 

evolve. 



Users can then create a splinter environment where they adjust 

any parameter and view the impact on all aggregation levels 

instantaneously. 

This immediate application of behavioral stress tests on large data 

sets transforms a bank’s liquidity risk platform into a live decision-

making tool.

ADDRESSING THE CHALLENGES

Performing more frequent and complex compulsory stress tests

ActivePivot can do pre-deal check on 

the spot for large derivative transactions 

because it stores both the raw data and 

the stress test parameters, rather than just 

the results.
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Simply storing the results of all shocks in a database lacks the interactivity risk 

managers need to carry out their analysis. The real solution is to apply the shocks 

on-the-fly at the most basic level and then view their impact on any higher level 

of aggregation. This allows managers to incorporate stress tests into their daily 

decision-making.



At the same time, banks have to integrate existing 

regulations and meet impending deadlines for new 

mandates.

Having the right tools is paramount. Banks must 

steer their activity carefully – and it is their ability 

to do so quickly and cost-effectively that will be the 

key to success.   

Future market events will undoubtedly add new layers 

of complexity – and banks will need to be prepared and 

able to react swiftly. One example is the EU referendum 

on 23 June 2016, which will determine whether or not 

the UK remains in the European Union. The IMF warned 

that a Brexit could cause “severe regional and global 

damage” and cut its UK growth forecast from 2.2% to 

1.9% for 2016.



About ActiveViam
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FOR MORE CONTENT 

LIKE THIS, FOLLOW US: 
ActiveViam provides precision data analytics tools 

to help organizations make better decisions faster.

ActiveViam started in 2005 with the vision of 

leveraging in-memory technology to create an 

analytics platform where businesses could leverage 

the largest data sets without restrictions, keep them 

up-to-date in real time and use them to empower 

their decision makers.

Our goal at ActiveViam, is to let organizations not 

only make decisions faster, but better; to not only 

reach their data, but their potential; to not only see 

their data, but find their way into the future.

ActiveViam is a privately owned company with 

offices in Paris, London, New York, Hong Kong and 

Singapore.

For more information please visit: 

www.activeviam.com


