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Avallability of liquidity has fallen rapidly

“In the last 9 months credit has gone
from being a very positive market to

iquidity ind ,
HUdy IngeX L o a very poor market.

— —1 95 Group Treasurer, FTSE 100

Source PwC Survey 2008
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Note: *the liquidity index shows the number of standard deviations from the mean. It
is a simple unweighted average of nine liquidity measures, normalised on the period
1999-2004. The series shown is an exponentially weighted moving average. The
indicator is more reliable after 1997 as it is based on a greater number of underlying
measure. The recent fall in the indicator is largely due to a sharp decline in the

interbank market liquidity measure
Source: Bank of England
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There has been FX volatility with GBP falling in value

Daily Exchange Rates: European Euros per British Pound Daily Exchange Rates: U.S. Dollars per British Pound
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© 2009 by Prof. Werner Antweiler, University © 2009 by Prof. Werner Antweiler, University
of British Columbia, Vancouver BC, Canada. of British Columbia, Vancouver BC, Canada.
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Commodity Prices have boomed and crashed
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Source: Bloomberg data and PwC analysis

- 60/TO/0
- 80/0T/0
- 80/L0/¥0
- 80/70/¥0
- 80/T0/¥0
- L0/0T/¥0
- L0/L0/v0
- L0/v0/¥0
- L0/TO/v0
- 90/0T/#0
- 90/20/v0
- 90/70/¥0
- 90/T0/v0
- S0/0T/v0
- S0/L0/70
- S0/v0/v0
- SO0/T0/v0
- ¥0/0T/v0
- ¥0/L0/v0
- ¥0/¥0/v0
- ¥0/10/v0
- €0/0T/v0
- €0/L0/v0
- €0/v0/v0
- €0/T0/v0
- ¢0/0T/v0
- ¢0/L0/v0
- ¢0/70/v0
- ¢0/T0/¥0
- TO/0T/¥0
- T0/L0/v0

600,00

500,00

100,00 EAe="

400,00
300,00
200,00

T00Z/¥0/¥0 = 00T

T0/v0/¥0

0,00

Time

June 2009
Slide 5

LME Copper Cash price ‘

‘—ICE Brent === Chinese imports
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Credit risk has risen

UK, US and EU Bank CDS Spreads Index
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What challenges posed by the Credit Crunch?

1. Funding & liquidity

June 2009
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What challenges need to be tackled in the short term?

1. Funding & liquidity
2. Credit & counterparty risk

June 2009
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What challenges need to be tackled in the short term?

1. Funding & liquidity
2. Credit & counterparty risk

3. Financial risk management

 Interest Rate Risk
e FXRIisk
« Commodity Price Risk
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PricewaterhouseCoopers Slide 9



What challenges need to be tackled in the short term?

1. Funding & liquidity
2. Credit & counterparty risk
3. Financial risk management

4. Accounting

June 2009
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What are the financial operations and controls that could have mitigated the
Impact of the credit crunch and market volatility on you?

June 2009
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What Operations and Controls could have mitigated impact of
the credit crunch on you?

Better/ real-time view on...
1. Counterparty Risk Management

- They're bigger, they take the risk!

- Limits per Counterparty, Counterparty
group, Market, Instrument etc.

- Fair Value Limits NOT Nominal

- Plan if credit rating goes down or
limits are breached?

PricewaterhouseCoopers




@ Market Value as of January 20t 2009, $Bn
@ Market Value as of Q2 2007, $Bn

Deutsche Credi
Hir Agricole
0.3 i7

SoCiete Barclays

What Risks are you Taking on Your Financial Counterparty?

BMP
Paribaz
5 7.4 31.5

=
JP Morgan
Goldman sachs Santandey
7 35 B4 5 B%

Morgan
Stamley
16
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What Treasury Operations and Controls could have mitigated

Impact of the credit crunch on you?

2. Funding & Liquidity Risk
Management

How many still have excel

forecasts of cashflows and related

FX - once a month or even once a

guarter?

« Alot can happenina
month !!

- How accurate are your forecasts?
Do you analyse the variances?

- Headroom calculations — under
different stress scenarios

- WCM monitoring — best use of
existing finance

- Increase centralisation and
pooling of cash to fund deficits/
invest wisely

PricewaterhouseCoopers

June 2009
Slide 14



What Treasury Operations and Controls could have mitigated
Impact of the credit crunch on you?

3. Financial Risk Management

- Single, timely view of all exposures
- Worst case scenario stress testing

* Impact if rates move by
extreme amounts?

* Impact if cashflow pattern
changes drastically?

- Alternative valuation models in the
absence of liquid markets

June 2009
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What Treasury Operations and Controls could have mitigated
Impact of the credit crunch on you?

4. Flexible/ Balanced KPI's to suit the
environment

- Last year = How much return
on our investment portfolio?

- This year = How much did we
lose compared to our
competitors?

» Better — What is our maximum
probable loss? What is our risk
adjusted return?
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Technology Solutions to Credit Crunch Controls?

Controls and measurement of
performance & compliance

“If you don’t measure it
............. you won’'t manage it”
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Conclusion

e There is nothing new here !!!

* The solutions existed already

 Why weren't we using them??7??

1. Budget
2. Priority/ Resource

3. It'll never happen to me......

June 2009
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Conclusion

The spot-light Is on
YOU

Now IS your
opportunity to get
things done!!
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Thank
you!

Damien McMahon

Partner

Finance & Treasury Solutions Group
damien.mcmahon@pwc.be

+32 2 710 9439

© 2006 PricewaterhouseCoopers. All rights reserved. “PricewaterhouseCoopers” refers to the network
of member firms of PricewaterhouseCoopers International Limited, each of which is a separate and ‘
independent legal entity. *connectedthinking is a trademark of PricewaterhouseCoopers.



