v

b

% e

" it

£
1 .'Il.'i_""h-.
e e —

[
L [

Al & Treasury 7 Erik Johnson
Transformation * Veritas Treasury Solutions,

February, 2025 AL

Al is transforming the landscape of Current Applications of Al in

Treasury Risk Management, allowing Treasury Risk Management

organizations to make more informed,

data-driven decisions. Cash Flow Forecasting and Liquidity
Management

By leveraging Al, treasuries can enhance , Traditional Challenge: Accurate cash

their ability to manage risks, optimize flow forecasting is vital for managing

liquidity, and improve financial forecasting. liquidity but is often hindered by

Below are examples as to how Al is used in
manual processes, fragmented data

Treasury Risk Management today and how sources, and unpredictable market

it might shape the future. conditions

, Al Solution: Al algorithms, such as
machine learning (ML) models, can
analyze historical cash flow patterns,
external market data, and real-time
financial transactions.
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Current Applications of Al in Treasury Risk Management

These models provide more accurate and
dynamic cash flow forecasts, allowing
treasurers to optimize their cash reserves
and minimize borrowing costs.

Example: Al can predict the timing of
incoming payments from customers and
outgoing payments to suppliers,
optimizing the company's cash position.

Foreign Exchange (FX) Risk Management

, Traditional Challenge: Managing
currency risk involves complex
calculations and is highly susceptible
to market volatility.

, Al Solution: Al can analyze vast
amounts of historical FX data,
economic indicators, and
geopolitical events to predict
currency movements. This
predictive capability helps
treasurers make informed decisions
about hedging strategies, such as
forward contracts and options, to
mitigate FXrisk.

Example: Al models can provide alerts for
potential exchange rate fluctuations,
enabling proactive adjustments to
hedging positions.
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Fraud Detection and Compliance

, Traditional Challenge: Detecting
fraudulent activities and ensuring
regulatory compliance in real-time
can be labor-intensive.

, Al Solution: Al-powered systems
use pattern recognition and anomaly
detection to identify unusual
transactions that may indicate fraud
or non-compliance. These systems
can automatically flag suspicious
activities for further investigation,
reducing the risk of financial loss and
regulatory penalties.

Example: Al can monitor payment
transactions and flag unusual
behavior, like unexpected large
payments to unfamiliar vendors, for
quick action
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Current Applications of Al in Treasury Risk Management

Investment and Portfolio Management Future Trends in Al and Treasury

Traditional Challenge: Managing Risk Management

investment pOI"thIiOS rGQUireS Autonomous Treasury Systems

balancingrisk andreturnin a

dynamic market environment. What to Expect: The future may see

the emergence of autonomous

reinforcement learning algorithms, where Al takes on a more proactive
can optimize investment portfolios role in decision-making. These
asset correlations, and optimize investment strategies, and
macroeconomic trends. These execute FX trades with minimal
systems adapt to market changes, human intervention.

optimizing asset allocation and risk
Impact: Increased efficiency,

exposure.

reduced human error, and faster
Example: Al can dynamically adjust a response times to market changes.
company'’s investment portfolio to
align with changing market Real-Time Risk Analytics and Predictive

conditions and risk tolerance. .
Insights

What to Expect: Al will continue to

advance in providing real-time risk
analytics, leveraging big data from

both internal financial systems and
external sources (like social media,
news, and economic reports).

Impact: Treasuries will gain deeper
insights into emerging risks,
enabling a more proactive approach
to risk management and strategic
decision-making.
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Future Trends in Al and Treasury Risk Management

Advanced Scenario Analysis and Stress Ethical Al and Governance
Testing

What to Expect: Al can enhance
traditional stress testing by
simulating a wide range of economic
scenarios and market shocks, using
deep learning models to predict how
these events could impact the
company's financial position.

Impact: Better preparation for
economic downturns, improved
regulatory compliance, and
enhanced risk resilience.

Blockchain Integration for Enhanced

Transparency and Security

What to Expect: The integration of
Al with blockchain technology can
improve transaction transparency
and reduce counterparty risk by
providing an immutable ledger of
financial transactions.

Impact: Enhanced trust in financial
transactions, reduced risk of fraud,
and streamlined compliance
reporting
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What to Expect: As Al systems
become more embedded in treasury
functions, there will be anincreasing
focus on ethical Al, ensuring these
systems are transparent, fair, and
free from bias.

Impact: Improved trust in Al
systems, compliance with emerging
regulations on Al ethics, and better
alignment with corporate social
responsibility (CSR) goals.

Challenges and Considerations in
Adopting Al for Treasury

While the benefits of Al in treasury risk
management are significant, there are
several challenges to consider:

Data Quality and Integration: Al
models are only as good as the data
they analyze. Ensuring data quality
and integrating disparate data
sources is crucial for accurate
predictions.

Change Management: Organizations
may face resistance from employees
when implementing Al, especially if
it disrupts traditional workflows
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Challenges and Considerations in Adopting Al for Treasury

, Cybersecurity Risks: As treasury
systems become more digital, the
risk of cyberattacks increases.
Protecting sensitive financial data is
critical.

, Regulatory Compliance: Staying
compliant with evolving regulations
around Al usage and data privacy is
essential to avoid penalties.

Corporate Risk Management: Al from

CFOs Perspective

Inrecent years, CFOs have become
increasingly vocal about the potential of
Al in transforming corporate risk
management.

Their insights highlight both the benefits
and challenges of integrating Al into
financial operations, particularly in
managing risks.

The quotes below reflect the growing
recognition among CFOs of the
transformative potential of Al in risk
management. They highlight both the

strategic benefits and the need for careful

consideration of challenges like
implementation costs, ethical concerns,
and cross-functional collaboration.
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As Al continues to evolve, it is expected to
play an even more significant role in
helping organizations manage risk,
optimize operations, and drive growth.

These quotes reflect the growing
recognition among CFOs of the
transformative potential of Alinrisk
management. They highlight both the
strategic benefits and the need for careful
consideration of challenges like
implementation costs, ethical concerns,
and crossfunctional collaboration.

As Al continues to evolve, it is expected to
play an even more significant role in
helping organizations manage risk,
optimize operations, and drive growth.

Ruth Porat, CFO of Alphabet, underscored
Al's potential in addressing global
challenges: “Al has the potential to be the
great equaliser. We have opportunities
ahead of us to address pain points (in
healthcare and climate) and to address
the sustainable development goals”.

Applied Al Tools
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https://appliedai.tools/resources/generative-ai-quotes-2024-by-ai-experts-tech-leaders-and-entrepreneurs/

Corporate Risk Management: Al from CFOs Perspective

Andy Jassy, CEO of Amazon, highlighted
the dual nature of Al: "Alis both the
biggest risk and biggest opportunity for

Amazon."” Yahoo Finance

Borje Ekholm, President and CEO of
Ericsson, highlighted the company'’s
commitment to Al-driven innovation: “We
are leveraging Al to enhance network
performance, optimize operations, and
deliver superior customer
experiences."”"Carine Smith Ihenacho,
Chief Governance and Compliance Officer
at Norway's sovereign wealth fund,
stressed the need for Al competency at
the board level:

“Overall, a lot of competence building
needs to be done at board level... We need
the board to understand, as a group, how
Alis being used... have a policy at board
level and whether or not it is being used

responsibly or not.” The Wall Street

Journal
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Ursula von der Leyen, President of the
European Commission, emphasized the
responsible use of Al: "Alis a very
significant opportunity —ifusedina
responsible way... Europe must up its
game and show the way to responsible
use of Al".
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Conclusion: The Future of Al in Treasury Risk Management

Al is poised to play a transformative role in

treasury risk management, helping
organizations navigate an increasingly
complex and volatile financial landscape.
The shift towards autonomous, data-
driven treasury operations will allow
companies to optimize their financial
strategies, mitigate risks, and achieve
greater agility. However, success in
leveraging Al will depend on addressing
challenges around data quality,
cybersecurity, and ethical Al governance.

Organizations that invest in Al-driven
treasury solutions today will be better
positioned to thrive in the face of future
financial uncertainties.

Veritas Treasury Solutions recognizes the

critical role of Al in shaping current and
future corporate risk management

practices. To leverage this potential, we
have partnered with a leading Al-driven

risk management firm. For further details,

please visit our partnership section.
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Erik Johnson

Veritas Treasury Solutions, Founder

Trusted corporate advisor to global
treasurers and CFO's with an expertise in
enterprise treasury and finance, digital
transformation and post-merger operational
and financial integration, cross border
transactions and risk management.

Providing clients with planning and guidance
onimplementing digital transformation
initiatives that drive sustainable revenue
growth and create long-term value.

Related projects to date have yielded a
cumulative global economic value of greater
than $500B and generated revenues in
excess of $200M
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