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Liquidity and FX Exposure Planning

Implementing a streamlined process for Liquidity and FX Exposure Planning enables 

active steering of cash flows to enhance profitability and manage risk more effectively

Approach

 Identification of Quick Wins: standardized web template, 

data aggregation and flexible reporting

 Step-by-step integration into corporate planning systems 

and processes; creation of interfaces and planning 

functions for data transformation.

 Parallel workstreams to maximize efficiency and enable 

speedy implementation

 Business and IT experts work hand in hand

Challenges

 Manual, non-standard processes and templates 

(„Excel Hell“)

 Infrequent updates &  inconsistent planning horizon

 Poor data quality, lack of consistency and completeness

 Missing systems integration (no single point of truth)

 Missing involvement of local know-how

 No consolidated, standardized reporting

 FX Exposure not integrated

Activities

 Thorough analysis of data and reporting requirements

 Definition of data structure

 Construction of planning template

 Identification of relevant source systems

 Systems integration via interfaces

 Development of an automated, standardized planning 

process

 Implementation of reporting and analysis capabilities

Benefits

 Consistent and transparent group-wide view of liquidity and 

FX exposure data in one single system

 Identification of cash flow drivers and improved decision 

making

 Single source of up-to-date information for all stakeholders: 

corporate finance, FX exposure, risk management and 

external reporting

 Scalable, automated process produces high-quality data 

and frees up capacity for data analysis and active cash 

flow management
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Process 

Improvement

Decision 

Support
System 

Integration

Create Single 

Point of Truth

• P&L

• Balance Sheet

• Sales

• Production

• Orders

• Purchasing

• Actuals

• Financial 

Transactions

Free up time for 

value-adding 

activities

• Automation

• Standardization

• Consistency

• Update Frequency

• Powerful Reporting 

& Analysis

• Scenarios

• Local Know-How

• Elimination of 

legacy processes 

and systems

Enhance 

Profitability and 

Manage Risk

• Avoid Liquidity 

Shortages

• Forecast Risk 

Exposures more 

accurately

• Identify Cash Flow 

Drivers along the 

financial value chain

• Better Financing & 

Investing Decisions

• Risk Management 

support (FX, Credit, 

Interest)

Liquidity and FX Exposure Planning

Three Key Dimensions that Generate Value
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Liquidity and FX Exposure Planning

Managing Risk and Enhancing Profitability

• Ensure liquidity at all times

• Early warning for refinancing risks

• Effective planning of risks along the value chain

• Improved forecasting accuracy

• Accurate hedging decisions

• Information for rating agencies and banks

• Decreasing cash flow volatility 

“In the current economic 

climate, visibility and control 

over liquidity is more essential 

than ever.”

Managing Risk

• Identification of cash flow drivers

• Active management of cash conversion cycle

• Reduced liquidity buffer

• Optimization of investments

• Improved internal capital allocation

• Reduction of funding costs

Enhancing Profitability

“Moving beyond EBITDA.”

„You can only manage what you understand“
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Liquidity and FX Exposure Planning

Sample Project Characteristics

USERS

 Local planners and central functions at HQ use 

same standardized process and system

 World wide rollout in 110 companies, 250 

users

 All company types (production , sales, financial 

services, treasury centers, etc.)

BUSINESS PROCESS

 Monthly, direct method cash flow planning in 

transaction currency

 Integration into corporate planning systems

 Data generation via planning functions

 Support for internal capital allocation and 

external funding activities

 Basis for FX exposure management

IT

 SAP Liquidity Planner (SAP BI IP)

 Standard template Web & BEX

 Systems integration via interfaces

 Planning functions

 Status & tracking, comments

PROJECT APPROACH

 2 step approach: Quick Wins first, then 

implement integrated solution step-by-step

 Parallel workstreams

 Close cooperation between business and IT

 Interactive web based trainings & workshops

 Iterative implementation reduces complexity
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Sales

P&L Data
P&L 
Plan

TMS

Sales 
Plan

LOCAL

IT
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US

ES

Prod

Fin

HEADQUARTE

RS

V01

FR

AU

NLTRY

SG

LOCAL

V03

V04

V02

V06

V07

HEADQUARTE

RS

Payment terms

Seasonalization factors

Transaction Currency

Seasonalization and 

Time Shift functionality

Manual adjustments

Parameters

Comment of 

Opportunities & Risks

V05
Central adjustments  like 

dividends, equity

Intercompany

Funding Planning

Corporate Finance 

(Group Funding 

Planning)

Flexible 

Management 

Reporting

FX Exposure Interface to TMS

HQ

Quality  

Check

Liquidity and FX Exposure Planning

Integrated Planning Process
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Corporate Planning Data

P&L, sales, purchasing, production, treasury
management, ERP, capex

Local Knowledge

Payment terms, seasonal patterns, local market 
intelligence, key parameters

System Functionalities

Planning functions, versioning, aggregation, 
consistency checks, actuals

Central Processing

Reporting, internal & external funding planning

Reporting & Analysis

Plan-plan comparions, plan-actuals 
comparions,  detailed direct method cash flow 
hierarchy 
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Liquidity and FX Exposure Planning

Planning Process and Feedback Loop
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 Focus on cash generation, 

working capital

 Reporting and Analysis

 Continous Process Improvement

 Management Dashboard

Upstream

Data

Cash Flows 

and FX 

Exposure

Down

Stream

Uses

P&LTMSERP

 Direct Method Planned Cash 

Flows

 Direct Method Actuals

 FX Exposure

 Scenario Analysis

 Intercompany Funding

 External Funding Planning

 Monhtly upates

Complete view of 

all relevant monthly 

cash flows in all 

currencies for the 

entire group. 

Purchas

ing
Sales

Automated Integration

of relevant corporate planning data.

Manual input via Web interface or BEX

to capture latest information at local level.

 Cash Management: liquidity risk, short term funding, asset management, funding costs (CM Integration)

 Working capital: identification of cash flow drivers, working capital  initiatives

 FX Exposure: exposure management,  hedgeing strategies, hedge management (incl. Hedge accounting)

 Intercompany Funding, Credit Risk, Valuation

 Corporate Finance: capital structure, maturity profile, WACC, buy-or-lease, securitization

 Risk Management: CFaR, Scenario Analysis, Simulations, What-if analysis (Risk Analyzers)

 External Reporting: statutory reporting, rating agencies, bank relationships, investors & lenders

CF 

Actuals

Integration into upstream systems

Integration into downstream systems

Liquidity and FX Exposure Planning

Integrating the Financial Value Chain
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Cash Flow – An Empirical Study

39 DAX 100 companies were surveyed in Q1 2010

Cash Flow Planning
 86% of the respondents are planning their cash flows

 Results indicate that the focus on cash flows has increased significantly since the crisis – external 

stakeholders demand more information (banks, rating agencies, investors), and there is a bigger necessity to 

actively manage cash flows (funding, FX, working capital)

 Indicators such as free cash flow and the cash conversion ratio are important key figures used and managed by 

companies

Cash Flow Statement
 Already 23% of respondents have recognized the benefits of the direct method and are preparing the cash flow 

statement accordingly

 Companies increasingly use the possibility of verifying planning information with actual data gathered from 

accounting statements

 58% use actual data (direct/indirect method) to verify planning data

Conclusion
 Companies recognize the need for verification of planning data, but still try to minimize effort for cash flows

 The indirect method does not yield enough information to enable in-depth analysis of cash flows

 The logical next step is to align the granularity of planning data with actuals, ie generate actuals data at a level 

of detail that enables detailed analysis and decision making support
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Liquidity and FX Exposure Planning

Planning Horizons and Cash Flow Structure

Cashflow Hierarchy

3 Categories:

 operating

 investing 

 financing

Planning Horizons

 Current Year

 Next Year

 Long Range Planning

Every year can be broken 
down into months.
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Liquidity and FX Exposure Planning

Reporting

Classic direct 
method structure 
as suggested in 
IAS 7.

Flexible hierarchy –
any granularity 
possible.

Flexible drilldown e.g. by 
company, transaction 
currency, partners.



© 2011 SAP AG. All rights reserved. 12

Each year can be 
flexibly broken down 
into monthly slices by 
expanding and 
collapsing the columns.

You can flexibly report and 
enter yearly or monthly 
data

Liquidity and FX Exposure Planning

Reporting
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Tabs for cash flow and validation parameter input, one each for each 
planning horizon and corresponding validation parameters.

Each input tab has a field for comments.

Fields for data entry (in transaction currency millions)

Liquidity and FX Exposure Planning

Web Based Templates
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Yearly values can be 

expanded to view and 

enter monthly values.

Enter yearly values here, then 

use seasonalization function to 

generate monthly cash flows.

Liquidity and FX Exposure Planning

Web Based Templates
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Aggregation levels 
(hierarchy nodes) - e.g. Free 

Cash Flows sums up 
operating and investing 

cash flows.

Liquidity and FX Exposure Planning

Reporting

 Sample drilldown for 
operating inflows.

 Aggregation levels to 
structure data and 
facilitate data 
generation.

 Lowest hierarchy level 
carries data.

 Hierarchy can be 
different for each 
company, company type 
(e.g. plant, sales 
subsidiary, treasury 
center).
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Liquidity and FX Exposure Planning

Reporting

 Sample drilldown for 
investing cash flows

 Lowest hierarchy level 
carries data.

 Hierarchy can be 
different for each 
company, company type 
(e.g. plant, sales 
subsidiary, treasury 
center).
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 Sample drilldown for 
financing outflows.

 Lowest hierarchy level 
carries data.

 Hierarchy can be 
different for each 
company, company type 
(e.g. plant, sales 
subsidiary, treasury 
center).

Liquidity and FX Exposure Planning

Reporting
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Add transaction currency 
drilldown by dragging and 
dropping from free 
characteristics.

Liquidity and FX Exposure Planning

Reporting by Transaction Currency
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 Switch to display in 
transaction currency to 
display data in respective 
currencies.

 Currency conversion to local 
currency and group currency 
is standard feature.

 Conversion at flexible rates 
is done via reporting.

Liquidity and FX Exposure Planning

Reporting by Transaction Currency
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 Plan-Actuals comparisons 
with delta calculation to 
facilitate analysis

 Various drilldowns possible 
for analysis (partner, 
currency, liquidity position, 
etc) by drag & drop.

 Currency conversion at 
selectable rate to eliminate 
currency effects between 
planning sessions

Liquidity and FX Exposure Planning

Plan-Actuals Comparisons
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Plan-Plan comparisons with 
delta calculation to facilitate 
analysis

Currency conversion at 
selectable rate to eliminate 
currency effects between 
planning sessions

Various drilldowns possible for analysis 
(partner, currency, liquidity position, etc) 
by drag & drop from free characteristics.

Liquidity and FX Exposure Planning

Plan-Actuals Comparisons
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A flexible and efficient solution for IC reconciliation is a report that matches cash 

flows planned between counterparties, and highlights deltas.

Company A1 has planned to receive 
1.5M EUR from D9; D9 has planned to 
pay 1.4M for purchases.

Liquidity and FX Exposure Planning

IC Reconciliation
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Any liquidity position in the hierarchy, including aggregation levels, can be 

displayed as a graph.

Liquidity and FX Exposure Planning

Reporting and Charts
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