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What are KPIs and Why are they needed?
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TRANSFORMATION
You can’t get there from here
without the right tools

NAVIGATION
To plan, monitor and control the course and
position of someone or something from one
place to another.

CONTROL

EFFICIENCY

SUPPORT

Treasury’s transformation
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Evolve from tactician
to strategic advisor.

Link treasury
performance to
corporate goals and
objectives.

Identify performance
shortfalls and
inefficient processes.
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Increase transparency
to others within the
organization.

Analyze and optimize
processes.
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Maintain.
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How does the treasurer lead
transformation?
DETERMINE METRICS

COMMUNICATE

SCRUTINIZE

Calculation and
publication of metrics by
treasury organization.

Develop strategy to
communicate metrics
to organization.

External scrutiny of
plan helps with
credibility.

MULTI-PHASE CAMPAIGN

KPIs and/or Metrics
What gets measured, gets managed.

What
• A numerical measure designed to identify and help manage specific
activities, financial line items or risk present in ordinary operations.
• Provide an unbiased means of measuring how effectively an objective is met.
• Relevance must be validated periodically.

Why
• Treasury needs to focus on components used to calculate metrics and then
determine what could have been done to improve the observed outcome.

A well-designed metric is one that you fail
to meet more than you achieve.

Transformation and
transparency
Transformation involves lifting the veil of
secrecy surrounding treasury.

Increased transparency
may be extremely
uncomfortable at first.

The positive
momentum
from improved
performance metrics
establishes treasury’s
commitment to excellence.

Nature of KPIs / Metrics
Strategic

Tactical

• Track treasury’s contribution to
the completion of a new
project or achievement of a
specific objective.
• Developed on an “as needed”
basis.
• Cease being relevant once the
project or objective has been
completed.

• Track the efficiency of
processes, minimization of
error rates and achievement of
target returns on assets.
• Activities are recurring, and
continue throughout the
organization’s existence.

Communication strategy
Effective communication
Present only those measures that are meaningful, and
convey valuable information to your target audience.

FOCUS

USE GRAPHICS

CONCISE

Limit number of
metrics to no more
than eight.

to facilitate how
effectively treasury is
performing against its
benchmarks.

Make sure the
message is clear
and easy to
understand.

Ongoing maintenance

Periodically
assess relevance
of metrics

Revise
performance
targets upward

Communicate
changes to your
audience

Summary





Tracking and communicating metrics is a
critical part of treasury’s transformation to
becoming a strategic advisor.
Transparency sets the bar for others in
the organization.

Periodically reassess relevance of measures
and revise aspirational goals.

Questions

Appendix

Treasury metric examples
Error rate
Accuracy of cash
forecasts

• (Actual cash balance minus forecasted cash
balance)/forecasted cash balance.

Accuracy of forecasted
investment income

• (Actual interest investment income minus forecasted
investment income)/forecasted investment income.

Accuracy of forecasted
interest expense

• (Actual interest expense minus forecasted interest
expense)/forecasted interest expense.

Accuracy of trustee/
issuing, paying agent fees

• (Actual fees minus forecasted fees)/forecasted fees.

Percentage of payments
containing errors

• Number of payments by type containing errors/total number of
payments by type.
• Number of payments containing errors/ number of payments.

Percentage of payments
released on time

• Total number of payments released on time /total number of
released payments.

Treasury metric examples
Liquidity and cash management
Percentage of daily cash
balances vs. forecast

• Sum of daily cash balances/forecasted total cash
balances.

Percentage of non-interest
bearing cash vs. total cash

• Total balances in non-interest bearing accounts or
instruments/total cash.

Percentage of restricted
cash vs. total cash
Days cash available
Percentage of committed
credit

• Total restricted cash/total cash.
• Total available cash/average value of
disbursements per day.
• Total principal value of committed credit facilities/
total principal value of all credit facilities.

Treasury metric examples
Exposure management
Variance to market rate at
time of trade

Hedge percentage

Fixed floating rate mix

• (Trade rate minus market rate at time of
trade)/market rate at time of trade.

• Principal value of Identified hedged
exposures/principal value of total identified
exposures.

• Total value of fixed rate exposure/ total value of
fixed and floating rate exposure.

Treasury metric examples
Debt management
Debt mix

• Principal value of outstanding short term debt/principal
value of outstanding debt.
• Principal value of outstanding long term debt/principal
value of outstanding debt.

Rate vs. benchmark

• “All-in” interest rate on debt instruments vs. benchmark.

Credit available

• Total principal value of drawn credit /total principal value
of all credit facilities.

Treasury metric examples
Investment performance
Portfolio credit
rating

Maturity
structure

Return vs.
benchmark
Segmentation of
investment
portfolio

• Weighted average of issuer credit ratings vs. stated policy benchmark.

• Principal value of investments at stated maturity intervals/ principal value of
entire portfolio.

• Portfolio’s weighted average return vs. benchmark.

• Total principal of investments by maturity/total investment portfolio.
• Total principal of investments by issuer/total investment portfolio.
• Total principal of investments by type of investment/total investment portfolio.
• Total principal of investments by issuer credit rating /total investment portfolio.

Treasury metric examples
Operational performance
Time required determining daily cash position vs. benchmark

Ratio of system generated payments vs. manual payments

Ratio of electronic vs. paper payments

Number of bank accounts with non-relationship banks
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