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ABOUT THE SPEAKERS

GET TO KNOW TODAY'S SUBJECT MATTER EXPERTS

JONATHAN PAQUETTE CRAIG JEFFERY

Jon Paquette is Vice President of Solutions with Craig Jeffery formed Strategic Treasurer in 2004 to
TIS. In his role, he assists clients and prospective provide corporate, educational and government
clients in finding the best use of the technology entities direct access to comprehensive and

that TIS offers to solve their organizational current assistance with their treasury and financial
challenges. Prior to joining TIS, Jon held various process needs.

Finance and Treasury positions in U.S.-based
organizations. Most recently, Jon held the role of
Senior Director, Treasury for a large health care
organization. Jon holds a BA in Economics from
Merrimack College and an MBA from the Carroll
School of Management at Boston College.

His 30+ years of financial and treasury experience
as a practitioner and as a consultant have uniquely
qualified him to help organizations craft realistic
goals and achieve significant benefits quickly.
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TOPICS OF
DISCUSSION

KEY AREAS OF FOCUS &
ANALYSIS

FORECASTING
SITUATION

SENTIMENTS AND
CHALLENGES

~gh>

DOMAINS AND
COMPLEXITIES

MULTIFACETED

ACCURACY

CONCEPTS AND QUESTIONS
TO CONSIDER

STAGES OF
FORECASTING

IMPROVING ACCURACY

g

DATA AND TOOLS

GAINING INTELLIGENCE AND
UNDERSTANDING

[
KEY TAKEAWAYS
AND FINAL THOUGHTS
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FORECASTING SITUATION |

IMPORTANCE AND TIME SPENT

Next year, cash forecasting will be: Percentage of time spent on cash reporting/positioning and forecasting operations
0-10%
o o

19% 27%
10-20%
2018 2021 0305,

Significantly more important to us

30-40%
40%+

2018 m2021

Source: 2021 Cash Forecasting & Visibility Survey: Note: Not all responses displayed
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POLL QUESTION

Poll 1 - Which of the following situations cause you moderate to
great concerns?

High inflation — 75%
Rising interest rates  [I— 74 %
Supply chain disruptions [N 42%
Labor market | 30%
Fiscal policy/spending programs [N 27 %

Covid-related disruptions [N 11%

None of the above F 2%

#GOSTRATEGIC



val

%STRATEGIC
TREASURER

FORECASTING SITUATION Il

ACCURACY AND PRIORITY

Please indicate your level of agreement with the following statements on forecasting accuracy and priority:

Our forecast is highly accurate

Our forecast is accurate

&

Our forecast is often inaccurate by a significant amount

Executive management cares about variances and forecasting accuracy

Forecasting accurately is very important to our company
Forecasting is very important to treasury

Forecasting takes significant time

We would spend more time on forecasting if we had it

Forecasting has increased in importance over the past 12 months

Il

[ Strongly agree [ Agree

Source: 2021 Treasury Technology Survey 4#GOSTRATEGIC
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EMPHASIS ON FORECASTING

GROWS DURING TOUGH TIMES

2008/2009 - Financial crisis

-ﬁ' 2020 — COVID and the “Lost Quarter”

u 2022 — Exploding inflation and rising interest rates

Increasing expectations

1

Increasing number of required models or scenarios

Reduce surprises | Plan ahead | Understand the possibilities

#GOSTRATEGIC
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FORECASTING DOMAINS |

TIME

2-365 Days
2-90 Days
TIME 2-30 Days

Current 1 day Short-term (1) Long-term
Short-term (2)
Short-term (3)

Cash
position

Forecast Liquidity FP&A

#GOSTRATEGIC
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FORECASTING DOMAINS |

CASH POSITION

Historical bank data
e Prior/Current

CASH POSITION Historical financial status data
(SUMMARY) * Prior/Current

.o FP&A/Planning
‘-" * Future

#GOSTRATEGIC
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FORECASTING DOMAINS Il

CASH CONVERSION CYCLE

o

[e] AR data

(DI(E:19:IL) Investment data > ];11[ Projections

-3 APdata
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POLL QUESTION

Poll 2 - Our business is undergoing the following:

Some shifts in the normal business cycle _ 37%

Enough growth or decline in particular business areas
- - I 36%
that impact our cash forecasting

Uneven impact caused by slowing economic growth or _ 31%
recession °
Changing terms for collection or payments _ 18%

None of the above in any significant manner _ 20%

#GOSTRATEGIC
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COMPLEXITIES

CONTEXT TO FACTOR IN

* Entities / Lines of business

‘) Countries / Geographic distribution

Business mix and shifts over time

#GOSTRATEGIC
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ACCURACY

CONSIDERATIONS

@ What level of accuracy is needed?

[Fe.] Access tocapital

3&3 Expectations of management

Source: 2021 Cash Forecasting & Visibility Survey

—

What do you measure your variance analysis on?

Cash balance: 28%

Cash flow: 24%
Both: 47%

Revolver
Commercial paper

Models
Scenarios

#GOSTRATEGIC
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FORECASTING CONCEPTS

RANGE OF VALUE VS. EXPECTED VALUE

m Range of value: 2 — 12

0 Expected value: 7

~ [l

<l
~HH R

d 111

4 1 111
o 1 1 111
4 1 111
a 1 1 1

—
o
—
—
—
N

Confidence interval
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FORECASTING MODELING

METHODOLOGY

wum'  Frequency \ Orientation Receipts & Disbursements
:l - Day of week  Historical with trend E e Actual data

« Day of month * Future oriented

«  Week of month * Hybrid

Averaging Regression Machine Learning

* Running averages « Large numbers « Data and tech help

« Weighted averages

#GOSTRATEGIC
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POLL QUESTION

Poll 3 - The following is true or mostly true of our organization'’s
forecasting. We...

Forecast cashflows |7 6%
Perform variance analysis manually |EE R 48%
Have more than one forecast model [N 44%

Perform variance analysis systematically [ 21%

Use Al/ML to support our forecast [ 9%

None of the above [l 2%
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MATURITY OF CASH FORECASTING

IMPROVING THE PROCESS TO INCREASE ACCURACY

Low Medium High Very High
(no formal forecasting) (very manual) (usage of ERP data) (usage of Al/ML)
Treasury data
Single model with
{ —|/_ Monthly summary annual updates
Treasury data @ @
+
Material item reporting Expected value Daily (specific) Single model with
! | @ @ expanding updates
Treasury data with modeling Range Daily U
+ + Multiple models
Material item reporting @ Weekly
. +
@ Range with Monthly

confidence interval

Treasury data with modeling
+

Material item reporting
+

Detailed projections by
investments, receipts, disbursement

N

Increased time domains

As maturity increases, so do data requirements
#GOSTRATEGIC
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FORECASTING DATA AND TOOLS

HELPING PROVIDE INTELLIGENCE AND UNDERSTANDING

T — )
A ~ I .
Forecasting

Bank Data Investment Data .
* Visibility -
‘ « Modeling - =
o « Variance analysis
< > < > » Dimensional views FP&A
=, « Tracking
=é‘] am +  Feedback loop
- > —  Continual improvement
AP Data AR Data

Management: “Why is the FP&A forecast for cash different from the cash forecast?”

Data | Tools | Intelligence | Understanding

#GOSTRATEGIC
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GETTING STARTED WITH FORECASTING

CRAWL, WALK, RUN, FLY

<

Run
.Z’, « Easy workflow

* Multiple models
 Ranges
* Regular reforecasting

s Walk
ﬂ « Daily information from all operating banks
» File-based input to forecast
« Variance analysis
« Monthly reforecasting

Crawl

Historical trends from bank statements

Model from history

Daily information from primary operating banks
Annual or quarterly reforecasting

FI

y

Optimized algorithms
Machine-learning

Logic-based routines (P&L to cash)
Daily reforecasting

Connecting to various data sources

#GOSTRATEGIC
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n
VISIBILITY

e Bank data
needed

 Understand
other key data
points

KEY TAKEAWAYS

ACCURACY
« Materiality level

 Variance
analysis

IDEAS AND POINTS TO BRING BACK TO THE OFFICE

1
POSITION
« Expectations

« Where are you?

 What is the
target?

S S Q¥
1111

NEEDS
« Technology
* Mindset

 Plan

#GOSTRATEGIC
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LET'S CONNECT

DON'T LET THE LEARNING END HERE...
CONTACT US WITH ANY FUTURE QUESTIONS

Thank you for your interest in this presentation and for allowing us to support you
in your professional development. Strategic Treasurer and our partners believe in
the value of continued education and are committed to providing quality
resources that keep you well informed.

— —

STRATEGIC TREASURER TIS

Craig A. Jeffery, Jonathan Paquette

Managing Partner Vice President of Solutions
craig@strategictreasurer.com jonathan.paquette@tis.biz
+1 678.466.2222 +1 617.955.3223

TREASURY
TECHNOLOGY

ANALYST REPORT

The Definitive Guide
to Treasury Technology Solutions
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TREASURY'S GO-TO SOURCE FOR INSIGHTS INTO THE
LATEST DEVELOPMENTS, TRENDS AND SOLUTIONS.

Download the definitive guide to the treasury technology
landscape and discover detailed, data-based coverage
of:

*Treasury & Risk Management Systems

*Treasury Aggregators

*Supply Chain Finance & Cash Conversion Cycle

Enterprise Liquidity Management

¥, Download Report

#GOSTRATEGIC
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