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Companies use many different liquidity-planning approaches – but 

which one is the best? 

 

Basically, we differentiate between indirect and direct liquidity planning approaches. In the 
case of indirect liquidity planning, the company result is adjusted by values that have no 
cash effect (such as amortizations), in order to obtain the operative cash flow. Often, not 
enough details are known about this value, because the projected basic income statement 
and the projected balance sheet often do not exist or if they do, are not granular enough. If 
this is the case, the finance division regularly opts for a direct liquidity planning. However, 
this means that many entrepreneurs are faced with the challenge of how to efficiently 
determine the planning values in an adequate quality. 
 
Should a planning be based on experience, simple extrapolations of previous values, 
integrated planning approaches or is a completely different approach required? Which role 
do technological developments such as Predictive Analytics play in this context? 
 
With the vast number of possibilities available, one question is often forgotten – which 
approach best suits my company? The aim must not be to find the best approach, but rather 
the most suitable one. As is so often the case, the question is how much you should invest 
in a robust liquidity planning process. Choosing a planning approach depends on many 
different factors: the company’s financial situation, the Treasury department’s organizational 
structures and workflows, the system landscape, the business model, etc. In reality, 
companies often overreach with big projects and technically complicated and expensive 
tools - and then wind up returning to Excel sheets. 
 

Conventional liquidity planning approaches and their pitfalls 

 

The first question to address is whether conventional liquidity planning approaches still meet 
the desired standards or not, and whether they still reflect the liquidity requirements of 
companies in adequate quality and accuracy. Treasurers are often satisfied with vague 
plans. The reasons for this are manifold. Besides an inconsistent database, the planning 
approaches themselves are often the cause of inaccurate planning, such as: 
 

 Suboptimal identification and unsuitable model for forecasting cash flow drivers 
 Low transparency in respect of planning details and assumptions 
 Insufficient integration of functional areas and departments as well as data (such as 

controlling) 
 Planning factors often only mirror past events. Assumptions on future events are 

often nonexistent 
 Insufficient transparency of statistical projection models (predictive approach) 
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In view of these challenges and deficiencies in the conventional planning approaches on the 
one hand, and current technological developments on the other hand, treasury departments 
increasingly introduce new liquidity planning approaches or expand their existing ones. In 
the following, we will discuss how such approaches might look like in reality and which 
approaches might be suitable for whom. 

Integrated liquidity planning 

 

Integrated liquidity planning is based on expected liquidity-relevant events, which 
themselves base on the planning stage of the controlling. That is, controllers provide 
estimates and assumptions made based on controlling processes, for instance on future 
growth. Special effects are adjusted manually, for instance, by means of database 
normalization. Methodically, integrated planning uses the direct approach, however, it is 
based on a results-based financial planning. The objective is to reduce deviations from the 
direct cash flow statement and, at the same time, to eliminate manual planning efforts. As a 
result, there is an alignment of business planning (controlling) and cash flow planning 
(treasury) structures. Ideally, processes may even be aligned in relation to frequency, 
planning horizon and time slices. 
 
Integrated liquidity planning is based on two elements: on the business planning on the one 
hand, and on data from accounts payables (AP) and accounts receivables (AR) on the other 
hand. The number of days of sales outstanding and the number of days payable outstanding 
are derived from historical AP/AR data. They allow the empirical establishment of the 
approximate arrears between income-effective bookings and payments. Either one single 
version (most likely) or various different versions are established for the business and the 
treasury planning, As a result, the inflowing and outflowing transaction data is identified 
based on the business planning. Business planning positions are then aligned with liquidity 
planning positions (at the level of categories), in order to achieve the highest possible 
correlation between business and liquidity planning. 

Driver-based liquidity planning 

 

Driver-based liquidity planning is based on driver models for the (semi-) automatic projection 
of data in relation to past events. One of the things paramount here is the alignment of 
business planning and treasury forecast. These same drivers are used as change factors. 
Actual data, ideally in the form of categorized actual cash flows (such as inflows from sales, 
payroll payments, taxes, etc.) are used as a data basis. In order to make future projections, 
the drivers are then linked to the actual data. Doing so, the planning horizon can be 
extended. 
 
First of all, the main cash-flow drivers (such as leasing contracts, delivery orders etc.) and 
events (such as holidays) need to be identified. Thus, trends and developments concerning 
the selected drivers can be derived from different data sources. For a targeted projection, 
these driver trends are applied to detailed, current cash flows in the course of gathering data 
for the planning. To represent special effects (such as significant investments), it may make 
sense to perform an additional manual plausibility check and adjust the planning data. To 
assure the quality of the planning approach, an ex-ante back testing may be used to calibrate 
the approach. The main requirement for this is the availability of historical cash flows over 
the relevant period. 
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As an equation, the driver-based projection of cash flows can be depicted as follows: 

 
X = Y x A / B, whereby: 
 
 
 
 
 
 
 
 
The main difference between integrated liquidity planning and driver-based planning is that 
integrated liquidity planning is highly dependent on the frequency, the horizon and the 
temporal granularity of the business planning. In contrast, driver-based planning is more 
independent, because it is mainly based on historical cash flows. 
 

Predictive cash forecasting 

 

Predictive cash forecasting is based on the forecasting of values determined with the help 
of an analytical projection of historical data using statistical regression methods. In contrast 
to other planning methods, which are based more on business intuition, predictive analytics 
methods allows a data-driven projection of internal and external influencing factors.  In doing 
so, the model learns about the various factors and their effects on the cash flows in the 
past. The model calibrates its parameters by combining the parameters with the smallest 
deviation between forecast and actual data. The model is thus able to project future cash 
flows. Should the dynamics of the influencing factors change, the model needs to be trained 
accordingly. Complex interdependencies in the cash flow planning can thus be integrated 
into the data model and automatically generate planning data. 
 
The specific procedures can be described as follows: The aim is the projection of a daily 
cash flow based on historical data using a framework specifically developed for this. The 
various models (such as ARIMA, Add. Regression etc.) are shaped and improved with the 
help of automatic parameter selection.  Apart from drivers and events, the integration of the 
frequency of forecasts is also vital for risk assessment. The automatic selection of the 
optimal data granularity as well as the break-down of the time series into seasonality, trends 
and other units are further options provided by the predictive analytics approach. Vital for the 
model is the final step, the quantitative evaluation with the help of specifically defined error 
metrics (such as MAE, SMAPE). 
 

Final assessment of the different planning approaches 

 

As mentioned at the beginning, there is no single optimal approach to liquidity planning that 
is suitable for all companies. While there is no ‘best’ approach, it is nonetheless possible to 
identify the approach that is most suitable for a particular company – and this may include 
hybrids of the above-mentioned approaches. 
 
The integrated planning method directly depends on the quality of the business planning, 
which is often influenced by business policies, while the liquidity planning method tries to 
make projections that are as realistic as possible. In exchange, the integrated planning 
approach is characterized by low implementation efforts because one can use already 
existing data sources. Operating expenses are also limited due to highly efficient processes 
and a strong potential for automation. In addition, because it is integrated in the business 
planning, very little coordination is required. 
 
The driver-based planning is characterized by high-quality projections because of a 
prospective depiction of the business model as well as the use of categorized actual cash 
flows as bases for the planning. Merely the drivers may have to be adjusted depending on 

X = Cash forecast 

Y = Cash flow history 

A = Business planning 

B = Historical controlling data (drivers) 
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business developments. Implementation efforts are caused by the use of tools for the 
identification of categorized actual cash flows. In overall terms, the effort for the 
implementation depends on the complexity of the business model. As far as operating 
expenses are concerned, ongoing license costs and maintenance costs should be expected 
if tools are used for the identification of categorized actual cash flows. Should the general 
framework change, this would also cause changes in the drivers. Ultimately, driver-based 
planning causes higher coordination expenses than integrated planning, because there is no 
coordination with the business planning. 
 
Predictive analytics methods are characterized by an automatic, empirical gathering of 
planning data. Like driver-based planning methods, they are characterized by high-quality 
projections because the planning is based on categorized actual cash flows. In turn, the 
tools required by this method cause increased implementation efforts. In addition, the 
configuration of parameters is complex, as many different influencing factors need to be 
taken into account. Apart from ongoing license costs and maintenance costs for tools used 
to identify categorized actual cash flows, the data model also has to be adjusted to any 
changes in the general framework. Ultimately, predictive analytics methods also require 
some coordination because, as in the case of driver-based planning, there is no coordination 
with the business planning. 
 
This list of criteria should make it possible for every company to find the most suitable 
liquidity planning approach – depending on its size, business model, complexity, data 
availability, resources and business objectives. In addition, the most suitable solution in the 
context of liquidity planning can be anything from a ‘simple’ integrated planning method to 
the newest state-of-the-art predictive analytics method.  
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All of the companies participating in the SWIFT network used to 

settle payment transactions (that is, own a SWIFT BIC) have to 

meet the security requirements of SWIFT’s own Customer 

Security Program (CSP). These requirements were first made 

public in 2016.  

 

We published an article on this in 2017. From the discussions and projects, we have had with payment 

operations and Treasury departments in German and international corporations, we know that in the 

meantime, the corporations affected understand why they need to implement the relevant security 

measures. Nevertheless, the degree of implementation leaves much to be desired. The CSP has 

experienced several updates that are then not properly implemented by many companies. Because as 

of 2020 the compliance with the standards must undergo an external audit, it is high time to take an 

honest look at the status quo so that everyone will be spared unpleasant surprises. 

 

Safety requirements are on the rise 

 

The standard was updated gradually with versions v2019 and v2020, evolving as time goes by. The 

tendency is clear: the number of controls is on the rise. For instance, architecture type A1 (whereby 

the company owns a local SWIFT infrastructure) used to require 16 controls (2017); in 2020 it is 

already 21 controls. The picture is similar for all other architecture types. 

 

An overall trend is clearly visible. SWIFT is becoming much stricter in matters concerning IT security. It 

is doing this by making previously voluntary controls into binding ones. It is also introducing new 

controls, which will be voluntary in a first phase. However, it is already now clear that these will 

become binding in the near future. A good example is Control 2.10, which describes the way payment 

operations have to become more secure from a technical point of view. Typical actions would be 

securing the SWIFT Alliance software or similar software provided by third parties by changing the 

standard passwords or deleting user accounts no longer necessary. This control was introduced as 

optional in 2019 but in Version 2020 it is already binding. 

 

Which architecture type are you? 

 

Many medium-sized companies like operating Type A architecture, i.e. using software delivered by 

SWIFT, in some cases even using SWIFT’s own VPN boxes
1
 . From a costing point of view, this 

solution is often quite a bit cheaper than renting the service from a service bureau. From a CSP 

vantage, however, it is precisely these Type A architectures that make for a more costly 

                                                           

1
 SWIFT VPN box: hardware that allows a direct connection with the SWIFT network 

https://assets.kpmg/content/dam/kpmg/de/pdf/Themen/2017/Corporate-Treasury-News-Ausgabe-69-Juli2017.pdf
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implementation of the CSP with their special systems and infrastructure components. It is not only the 

number of controls that is higher in this context (20 or 21 in comparison to 14) but also the type and 

scope of the additional controls are generally also more complex. 

 

While banks and insurance companies are generally used to putting in the extra effort for the sake of 

security of their IT systems, the implementation of CSP usually is a challenge not only for medium-

sized companies but even for some international corporations. The reason for this is that the list of 

measures to be taken is long and complex. To be fair, it should also be said that after all, the idea is 

nothing less than securing the company’s cash flows. This means that state-of-the-art cyber security is 

not optional, but an absolute “must”. Numerous studies clearly prove this trend, such as the 

Consumer Loss Barometer or the study on “Computerkriminalität in der deutschen Wirtschaft 

2019“(the effect of e-crime on Germany’s economy 2019). 

 

 

Moving from Self-Attestation to Audit 

 

Up until now, a company could prove its compliance with the CSP by means of a self-attestation that 

the company did by itself. Most companies were honest with their fulfillment levels and reported 

these truthfully to SWIFT. Nonetheless, some self-assessments stretched credibility. SWIFT now 

wants to put an end to this. SWIFT introduced mandated audits for some clients and has been taking a 

sample test approach already in 2019. From 2020 onwards, such an audit by independent third parties 

will now become mandatory. 

 

In the context of CSP, independent third parties could be external auditors as well as internal persons 

that are completely independent from those using the SWIFT infrastructure, but which possess the 

necessary expertise. This means that specially trained IT security auditors that are formally 

independent of the company will be necessary. KPMG’s cyber security experts are currently noting an 

increase in requests for this type of auditor capabilities. One thing is clear already now: many more 

expert auditors will be necessary than are currently available.  

 

Companies that have so far not yet gone from self-assessment to third-party opinion and thus have 

little experience with these types of audits may run the danger of overseeing a detail in the complex 

set of CSP rules. As a result, the auditor may possibly find that rules that so far had always been 

deemed as fulfilled but in fact weren’t fulfilled at all. In order to prevent such risks, it makes sense to 

perform a dry run of such an audit beforehand. Like this, any nasty surprises can be identified in time 

to be fixed before the audit becomes real. It is important to act quickly. After all, the audit results have 

to be reported to SWIFT by 31 December 2020. 

 

 

Everything under control? 

Practice has shown that it is best if all those involved work hand-in-hand on this project, i.e. 

  the specialist department, the IT department and all relevant service providers, such as the 

hosting partners and software providers.  

 If your company has not been audited by an independent third party, it is important to 

undergo a dry run before the real audit so you will have enough time to fix the gaps that may 

still exist.  

 Voluntary controls remain optional – they do not need to be reported in the context of KYC. 

But it is still important to keep them in mind as they might become mandatory sooner than 

we think.  

 Also, it is important to reserve your independent in-house or external auditors in time. Be 

sure to check whether your auditor has gathered some SWIFT experience over the years and 

is on the SWIFT list
2
.  

 Keep up-to-date on what’s going on at SWIFT by subscribing to their newsletter
3
 so that the 

changes do not take you by surprise. 

                                                           

2
 https://www.swift.com/myswift/customer-security-programme-csp_/community-engagement/cyber-firms-directory 

3
 The newsletter is only available for registered users. In order to do this, go to the My tools – My profile and account – Personal 

Info – Newsletters in the SWIFT portal and click on “Security“ and “Security Notification“ 

https://assets.kpmg/content/dam/kpmg/xx/pdf/2019/03/consumer-loss-barometer-2019.pdf
https://home.kpmg/de/de/home/themen/2019/07/e-crime-in-der-deutschen-wirtschaft-2019.html
https://home.kpmg/de/de/home/themen/2019/07/e-crime-in-der-deutschen-wirtschaft-2019.html
https://www.swift.com/myswift/customer-security-programme-csp_/community-engagement/cyber-firms-directory
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