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A word from the Partners
Teamwork and personal commitment, shared
success and renewed motivation, confidence
and excellence: these are the common
denominators that characterize the men and
women of Harwell Management.
It is these values and convictions that,
associated with a business model that puts
clients and collaborators at the heart of our
concerns, have allowed our firm to establish
its legitimacy and expertise.
In 2014, thanks to our experience and with
an eye to strengthening the link between our
firm and its clients, we have decided to launch
a newsletter called Chromatique in reference
to the spirit that inspires its content.
Published twice a year, Chromatique aims to
shed new light on the current issues facing
the Banking and Financial sectors. Thus, our
editing team has conceived several structured
rubrics beginning with an analysis of a theme
centered on a benchmark, an inquiry or
feedback on experiences. This theme will be
presented by a representative of the Banking
and Financial sectors. Moreover, in order
to offer different viewpoints as well as an
impartial and critical analysis under the light
of specialized literature, we will balance each
new issue with an interview of an expert
from the academic or regulatory sectors.

Christophe da Cunha and Franck Benzoni

For this first issue of Chromatique we have
chosen to review the operating models of
the support functions within the Corporate
and Investment Banks (CIB), mindful that
the latter have faced profound changes in
their regulatory, economic and technological
environment in recent years. Moreover, our
approach has allowed us to highlight the main
organizational decisions and perspectives for
mid and long-term change, which you will find
in our “Decryption“ rubric. Eric Trouslard,
Global Head of Client Management at BNP
Paribas CIB ITO, will answer your questions
about how his organization functions and
his view on the subject. Finally, you will
discover our conversation with Professor
Thierry Granger from the University of ParisDauphine on the implications and efficacy
of the French Law on the Separation and
Regulation of Banking, a major event that
should further impact operating models.
Happy reading!
Christophe da Cunha and Franck Benzoni
Partners
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Market Review:

French banks:
bottom lines leaving the crisis in their dust
French banks have reported net financial results
this year that approach those of before the
crisis. After five years of financial crisis followed
by recession, these financial institutions have
once again joined the frontrunners of the

French businesses that post the most dazzling
results. The four major French banking groups
alone - Crédit Agricole, BNP Paribas, BPCE
and Société Générale - collectively reported
net profits of 15 billion Euros in 2013, the
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Market Review:

News digest:
Unusual news

equivalent of the combined earnings of the first
three networks before the crisis.

Stop looking for the bank robbery of the
century, the honor has just been claimed
by a team of SuperHackers. These evil
geniuses have made off with the High
Frequency Trading data and strategy of a
large American hedge fund known for its
impenetrable firewalls!

7.31

A new control console, Netrix Hitouch,
has just found its first customers. Thanks
to its touch screen and its access to the
Radianz cloud of BT (formerly British
Telecom), bringing together the largest
financial community in the world,
this console will facilitate and secure
exchanges between the various parties
of a transaction, even allowing them to
transmit orders.

Having cleaned up their balance sheets,
banks are looking forward. To increase their
profitability, they are making cost-cutting
measures a priority. BNP Paribas has launched
its “Simple and Efficient“ program group-wide
while Société Générale and BPCE, following
the example of Crédit Agricole, are planning to
rationalize their network of branches in France
by converting to digital. BNP Paribas has thus
redoubled its efforts and is targeting recurrent
annual savings of 2.8 billion Euros (an increase

Goings-on elsewhere
Away with the debit card, the wallet
and even the mobile phone! A Swedish
student has developed a system that puts
banking identification literally in the palm
of your hand. The invention, described as
quick and tamper-proof, is being piloted in
a small city in southern Sweden but could
arrive in France in the coming years.

BNP - PARIBAS

5.85

Symbol of this strong comeback, Crédit
Agricole reported the best results among
French banks in 2013, with a net profit of 5.14
billion Euros, thus dethroning BNP Paribas
and recovering from a year 2012 tainted by
its investments in the Greek bank Emporiki.
Since the subprime crisis of 2007, French
banks have had to transform their model under
pressure from regulators concerned with
reducing systemic risk. With Basel III banks
have massively reinforced their capital while
amassing considerable reserves in liquidities,
notably by shrinking their balance sheets via
branch closures or credit portfolios. Today, 60%
of the net results of the four main French groups
come from their French and international
networks as well as from Specialized Financial
Services. The contribution from Corporate
and Investment Banking business lines hovers
around 25% and that of Services to Investors
oscillates between 5% and 20% depending
on the institution. The work undertaken to
comply with new regulations is now largely
accomplished. At the end of December, BPCE,
Crédit Agricole, Société Générale and BNP
Paribas all posted tier one core capital ratios
superior or equal to 10%, surpassing regulators’
expectations.

Innovations in the
domestic market
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of 800 million Euros) beginning in 2016. The
group is aiming for a profitability ratio of its
return on equity (ROE) of at least 10 % in 2016,
against 7.7 % excluding non-recurring items in
2013. Meanwhile, rival Société Générale plans
to reach the same threshold starting in 2015:
modest ambitions for the two groups in light
of the results they reported before the crisis.
However, regulators no longer authorize them
to assume the risks they took back in the 2000s.
Alain Bueno

Year-on-year trend in net financial results of the four leading French banking groups at the end of the first quarter 2014
(+27%)

Market activity in the first semester 2014:
(*)

Germany

1,51% France

1,97% US

2,62%

LIBOR

0,23% EURIBOR

0,30%

(**) EUR/USD

1,37%

(***) RJ CRB

302,70

Average figure

MSCI INDEXES(****)

US 6,86% CHINA -2,17% JAPAN -2,10% EUROPE 5,37% FRANCE 5,60% EMERGENTS 4,66% EMEA 0,75%

(*) Average change in rates for 10-year government bonds (France and Germany)
(**) Average change in currency exchange rates
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(***) Index includes the 19 raw materials listed on the NYMEX, LME and CME stock exchanges
(****) Morgan Stanley Capital International (MSCI): free-float adjusted market capitalization weighted index
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A conversation with: Eric Trouslard - Global Head of Client Management BNP Paribas CIB ITO

Eric Trouslard : «We deliver what clients
value and what regulators require»
In the framework of our panorama of the
Operating Models in place within the CIB,
in particular the role and operations of
the support departments, Eric Trouslard
- Global Head of BNP Paribas CIB ITO (IT &
Operations) Client Management - answers
our questions about the characteristics of
his organization.
When and why did this entity come about?
Client Management (CLM) was created
in 2012 following the creation of CIB
ITO and in order to bring together the
existing entities of the Corporate Banking
and Capital Market poles. This kind of
regrouping within ITO had already occurred
between Fixed Income and GECD (Global
Equities & Commodity Derivatives) in 2009.
CLM therefore covers all CIB customers,
from large institutions to businesses.
What is the functional and geographical
coverage?
By definition, the vocation of CLM is to
cover all entities of BNP Paribas CIB around
the world(1).
The first element of our mission involves pretrade activities: Due Diligence and Standards
Compliance. The second element includes
Client Services, recently joined by a new
team - Client Regulatory Communication and dedicated to informing our customers
about the implications of new regulations
such as the Dodd-Franck Act, EMIR, etc.
Finally, collateral management completes
the palette of our actions.
This Pre- and Post-trade offering thus allows
us to cover all the links in the chain and
to optimize client services by preventing
blockages and dysfunctions while improving
processes.
What were the main difficulties or blockages
encountered during implementation?
I would call it an adaptation period rather
than difficulties. One of the main challenges
was to bring together teams that had been
scattered in different regional departments.
To do this we have insisted on defining
strong governance and on communicating
our motto: “We deliver what clients value
and what regulators require.“ The second
challenge was to create the conditions
vital to collaboration between the different
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INTRODUCING:
Eric Trouslard

business lines of the bank, all in the spirit of
“What can we do for you?“.
How is the entity organized, governed and
directed?
Several levels of governance have been
established at the local, regional and central
office levels with an eye to putting standards
in place - i.e. TOM - Target Operating Model
- in a decentralized way while respecting
any local particularities. This makes
communication of the utmost importance
and takes various forums: RAM (Regional
Alignment Meetings), Town Halls and
OPLINC (OPerating LINe Committees),
with the goal of encouraging exchanges
between departments, regional offices and
the headquarters.
What is the contribution of the CLM to the
business line strategies of CIB?
CLM is a response to the double objective
of BNP Paribas: first, customer satisfaction
which is at the heart of our values. The
convergence of practices associated with
strong governance allows us to optimize
our response to customers with the goal
of constant improvement. Secondly, CLM
is central to CIB’s KYC, AML and CFT
programs (2) with an eye to adapting
its operational processes to respond to
increasing regulatory constraints.
What is the role played by CLM in bringing
BNP Paribas in line with these regulations?
On-boarding new customers is an important
challenge for the bank. We have worked
closely with CIB Compliance in applying
the European Directive III AML/CFT, MiFID,
and more recently FATCA, but also in the
integration of local particularities. The
convergence of work processes, guidelines
and tools towards a harmonized global
vision is a powerful lever for reaching this
goal.
How are the interactions with business lines
and other support teams managed?
When it comes to internal customers,
our regular interactions allow us to be on
the same page. In the framework of our
internal governance, the EXCO of CLM
meets with all the business lines for specific
briefings: “stakeholders management“. This
partnership is much appreciated.

Management Consulting Firm

Global Head of
Client Management
(BNPP/CIB/ITO)

Eric Trouslard joined BNP Paribas
group in 1991 and began his career in
Fixed Income (Rates and Currencies),
where he occupied several Front Office
positions in this field. In 2000, he joined
Equity Derivatives as Head of Arbitration
before creating the secondary offering
of Equity Derivatives in 2006. In 2009
he took the helm of ‘Capital Market
Transversal Operations’ within the new
Capital Market IT & Operations entity
before becoming Global Head of Client
Management Operations in 2012 upon
the creation of the CIB ITO Client
Management entity. He has been COO
CIB ITO Client Management for one
year.

How is CLM perceived by its external
customers?
Beyond the services provided by the Client
Services division, based on the notion of
Client Support and its Operations Client
Relationship Managers assigned to our
VIP customers, CLM regularly conducts
satisfaction surveys to identify areas for
improvement that lead to action plans. At
the same time, client events are organized
regularly, which allows us to get their
feedback in person.
What is the result of its implementation?
We are pleased that we have been able to
meet the expectations of the business and
its operations while reinforcing a spirit of
customer service in our activities. This is
supported by the positive feedback from
our clients.
What conditions determine the success of
such an initiative?
This success is in large part due to our
involvement in communication before,
during and after the projects we undertake.
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A conversation with:
The creation of the MACH entity (MAnaging
CHange), in charge of change management,
is a major tool for reaching our objectives.
What is your vision of the positioning of BNP
Paribas with regard to its peers in this area?
I thought you could tell me… BNP Paribas
was avant-garde in creating an entity that

is recognized in our organization. This
interview is proof of that.

an increasing role in the implementation of
new regulations to come, finalize all of the
Target Operating Models (TOM) put in place
since the creation of CLM and reinforce our
partnership with business “to deliver the
future“.

What are the short-term and mid-term
implications as well as the perspectives for
development?
A this stage, we would qualify it as continued
improvement. We must continue to play

Statements collected by Olivier Priou,
Thierry Siret and Olivier Mougin
(2) Know Your Customer, Anti-Money Laundering and Fight against
the Financing of Terrorism programs

(1) CLM assembles 1500 collaborators and is present in 43 countries

Decryption:

Panorama of the Operating Models in the CIB
Now more than ever, support functions
such as Operations play a primordial role
in implementing strategies defined by
Corporate and Investment Banks (CIB).
Customer needs, regulations and cost
control, as well as financial and operational
risks, have always demanded changes in
organization and in the operating models of
these functions.
For the past ten years, the factors influencing
the structuration of operating models for
Operations are multiple. In particular, we have
seen the implications that have risen from
the need for coverage and the harmonization
of our response to the demands posed by
business lines, products and geographical
particularities. A more recent and relatively
new phenomenon is that structures have
been reorganized around customer relations
and satisfaction as a major strategic axis.
Another significant influencing factor is
intensified pressure from boards of directors
in terms of mastering the coefficient of
operations and operational excellence in
order to adapt to an ever more demanding
environment.

THE MAJORITY OF CIBs
HAVE GONE TOWARDS
A CLIENT-ORIENTED
MODEL
It is in this context of change that Harwell
Management wished to shed light on the
subject through a panorama of the existing
models associated with Operations functions
in June 2014 (see the recapitulative table of
the results of this study). In order to have
the widest coverage possible, this survey
4
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Operating Model Operations
Client
Services

Common Model

Divergence
between models

Shared
Services

.On-boarding KYC
.Valuation, Reporting
.Claims & Complaints
.Customer support

.Collateral - Cleaning
.Reconciliation / Disputes

Business

.Collateral
.Clearing
.Liquidity
.Standards Compliance
.R/L
.Reconciliation
.OST. position mgmt.

.Deal Control &
Monitoring (DCM)
.P&L
.Confirmation
.Valuation
.Risk
.Documentation

.Deal Control & Monitoring
(DCM)
.P&L
.Confirmation

.R/L
.OST
.Collateral

Harwell Management panorama of the Operating Models in the CIB - june 2014

was conducted in the five leading French
and European corporate and investment
banks that accounted for more than 90% of
the total net results realized in that sector
in the French market. The list includes five
parent companies that figure in the top 10 of
European CIBs based on their total financial
results.
We observe a strong consensus on “Shared
Services“, centered around large families
of products: derivatives versus securities,
assured by internal entities, offshore or even
external to the CIB.
Business alignment remains a reality for
certain operations such as Deal Control
& Monitoring, P&L, Valuation and Risk,
etc. In addition, some CIBs have created
entities dedicated to customer functions
and interactions (see our interview with Eric
Trouslard, COO of BNPP CIB ITO Client
Management).
Beyond that, these “Operations“ functions
must adapt to numerous regulatory
constraints - Target 2 Securities - T2S, EMIR,
DFA, FATCA, MiFID 2, New KYC Policy,
Management Consulting Firm

European Banking Union, AML, etc. - while
continuing to drive operational efficiency,
control costs and remain resolutely clientoriented.
First of all, support functions have had to
face the growing operational complexity of
processes from beginning to end. Among
the catalyzing factors are the integration of
new actors in the market such as the Central
Counterparty Clearing Houses (CCP), the
Trade Repositories and other organizations
resulting from T2S; the capacity to operate in
several international markets via the creation
of multi-platforms; or again the necessity to
optimize measurement performance (trades,
clients, guidelines). All these parameters
have required considerable adaptation on
the part of management systems (processes
and IS).
Next, customer demands and a desire
for security in execution (confirmation,
reporting, disputes) have reoriented efforts
towards
“Straight-through
Processing“
transactions. These automated functions
guarantee faster execution coupled with
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News digest:
News from the actors
in banking and finance
IntercontinentalExchange (ICE) has made
public its plans to list its European
subsidiary, Euronext, on the stock
exchange. Euronext links the markets
of Paris, Amsterdam and Brussels. And
when it goes public, its value will increase
to more than 1.5 billion Euros. A group
of principal shareholders, from BNP
Paribas and Société Générale among
others, has already signed a share purchase
agreement.

Regulatory news
The Single Supervisory Mechanism (SSM)
of the European Central Bank will take
effect on 4th November 2014. At this
stage 128 banking groups will be assessed
directly by the ECB, that is more than
90% of the French banking market, 75%
of banking assets in Germany and, globally,
85% of banking assets in the Euro zone.

Banking and finance
events not to be missed
7 Nov. 2014 : “IFRS Balance Sheets of
Businesses, Banks and Insurers in 2014“.
IFRS and PwC, author of Mémentos
Comptable, are organizing a conference
at the CNIT on the new IFRS norms and
other regulatory implications for revenues
(IAS 18, IAS 11 et IAS 2), as well as on the
application of “Pack Consolidation“ (IFRS
10, 11, 12, amendment IAS 27).

State of the banking
sector
The latest ranking by the magazine The
Banker came as quite a surprise! According
to its study of the 1,000 top-ranked banks
in the world, based on the equity of these
financial institutions, two Chinese banks
have taken the lead: ICBC is now number
one with China Construction Bank in
second place. The United States take
third place with JP Morgan.
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Decryption:
prior standardization of products without
neglecting flexibility (cleared vs uncleared
trades, electronic vs paper deals, etc.).
Regarding worldwide coverage of activities
and needs, it is now imperative to guarantee
continuity in service from one timezone
to another (“follow the sun“, “business
continuity plan“).
On the whole, in order to control their
models, quality and costs (notion of cost
per trade), numerous actors in the sector
are promoting continuous improvement and
monitoring of activities through metrics and
other service contracts with either internal
or external partners.
Finally, the operating models are becoming
more client-oriented than ever. Everything
is put into play to strengthen customer
proximity thanks to differentiated services
and “monitored“ quality, notably through
regular customer satisfaction surveys. The
reinforcement of client acquisition processes,
such as on-boarding and classification, has
also greatly improved customer knowledge
and data quality (reference to golden
sources).

“INTER-BANK“ POOLING
OF SOME FUNCTIONS
APPEARS UNAVOIDABLE
In this extremely challenging context
we can suppose that a majority of CIB
actors have already gone a long way in
adapting their model, beginning with the
standardization of products, the alignment
of operational processes with standards
imposed by regulators and their implications
for IS. Additionally, transformation projects
have concentrated on “mutualizing“ and
“specialization“ of operational functions
executed via SSC (Shared Services Centers)
or data processing centers that now replace
organization in silos. These models, by
virtue of their breadth and their means, have
allowed for an industrialization of processes
and specialization in skills that are able to
deal with bigger volumes and ever more
complex products while respecting time to
market. Another advantage is that these
teams now guarantee a continuity in service
that can be qualified as resilient.
Finally, we should mention that costs and
increasing flow have been controlled through
“smartsourcing“ for some of the entities
surveyed.
Management Consulting Firm

From this analysis, our firm believes that
post-trade and on-boarding processes,
while critical, will one day no longer be
“differentiating“, as client relations now
occupy a central position in our business
culture.
We consider that the inter-bank pooling of
the trade processing and client acquisition
functions is unavoidable as a solution to the
equation, that is to respond to the growing
demands of regulators versus controlling
costs and pushing innovation. However, the
modalities of the switchover toward this
Global Target Operating Model are unknown
at this time. Several roadblocks have yet
to be removed, notably the resolution of
questions dealing with bank secrecy and the
protection of personal data. The absence of
a totally integrated and sufficiently mature
global solution is still limiting the transition
towards these models.
Players in the sector are devoting much
thought to the issue, but it is difficult to
know when the right moment will arrive.

Thierry Siret and David Adriaenssens
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Viewpoint: Thierry Granger, Professor of Financial Economics - Paris-Dauphine

Challenges and Limits of the Law on the Separation
and Regulation of Banking
In July 2013, France passed a law on the
separation and regulation of banking activities.
This law seeks to draw lessons from the financial
crisis, in particular by separating proprietary
trading activities of banks from managing
deposit accounts. This is an opportunity for us
to revisit the implications and limitations of this
model with Professor Thierry Granger of the
University of Paris-Dauphine.
Do these measures designed to break up banks
seem to you an effective response to mitigate
banking crises?
These measures reflect a fundamental error
in the analysis of banking crises. Indeed,
these crises are above all ones of confidence,
or banking panic, which lead the world’s
major banks to repatriate their liquidity, to
stop lending to each other or to raise their
haircuts(1). As in past crises, these institutions
massively pushed depositors to withdraw their
funds from their banks.
And so according to you, containing these
speculative activities would have limited effects?
We must not confuse the detonator of a crisis
- sometimes related to excessive speculation,
particularly in corporate and investment banks,
or simply to excessive home loans - with the
explosion of a crisis that is but a reflection of
the structural weaknesses of the global banking
system.

Harwell Management is a management consulting
firm specialized in the banking, finance and
insurance sectors. Since 2009, the year of its
inception, the firm has supported the largest
international banking and financial players
on complex missions of transformation and
business line expertise. Through its industry
and business line expertise and its offerings in
six functional areas - Transformation of the
Finance Function, Risk Management, Regulatory
Compliance, IS Governance, Organization and
Change Management, Operational Efficiency and currently present in two countries, France &
Belgium, Harwell Management group is reinforcing
its international coverage with a new office in
Geneva and aims to open a branch in London.

Which findings of the economic analysis should
legislators have taken into account?
Firstly, all the economic literature seems to
demonstrate that the U.S. Glass-Steagall Act of
1933 was not justified and, secondly, that the
repeal of this law in 1999 was not a factor in the
banking crisis that began in 2007(2). Moreover,
this separation law will not be effective
against «moral hazard“, well-known among
economists, and that results in excessive risktaking by banking operators, particularly the
biggest ones. Indeed, they know that when risk
occurs the community, as insurer of deposits
and «lender of last resort“, will bear the
consequences of their actions, beyond what
was expected ex ante if necessary.

beyond
which
transaction amounts
may be considered speculative, etc. - the cost
of implementing such controls would probably
be higher. Thus, important measures such as
higher levels of regulatory capital based on
risk-weighted assets could likely be a concrete
response, as they are more objectively
controllable, to the behavior of entities
tempted to gamble, that are profitable for
themselves but very risky for the community.

Thus, even in situations of confinement, the
parent company, the government or the
Central Bank will intervene to bail out the
asset management subsidiary in order to avoid
systemic risk like the one generated during the
Lehman Brothers bankruptcy.

More generally, what are the risks for the
economic sphere?
Overly strict regulation and leaving room for
interpretation can lead to circumvention,
delocalization of activities, or to shadow
banking. Financial innovation could also be
affected. Finally, credit costs could increase
with the end of the universal banking model,
a model that has yet appeared to have
demonstrated its robustness in Europe.

To limit the devastating effects of banking
crises, what alternatives seem more effective
to you?
To reduce moral hazard, only monitoring based
on irrefutable and objective criteria is realistic,
accompanied by an increase in capital and
liquidity ratios. While bank separation raises
questions about determining the precise scope
of instruments covered - defining an internal
or external counterpart, setting thresholds

Fundamental building block of the strategy
Harwell Management, skills and knowledge
development plays a central role within the
firm. Thus, we have implemented an ambitious
Knowledge Management program to support
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KM Thematics

• Keeping an eye on current and future issues: EMIR,
AQR, IFRS 9, Big Data, L.A.B., European Banking
Union, Banking Resolution Plans, etc.
• Pitches and insights in workshops

• Business line training
• Feedback on experiences
• Initiation in a skill area

Management Consulting Firm
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A veritable pillar of the Harwell Management
group, this program includes four levels:

• Analysis and understanding of the stakes and
issues business lines / regulatory / functional / IS
• Feedback, Benchmarks
• Workshops

Harwell Sharing Sessions
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the development of the firm, its intellectual
capital and its six practices.

KM Practices

Switchboard: +32(2)6 42 00 32
Fax: +32(2)6 42 00 43

6

(1) Haircut = Percentage that is subtracted from the market value
of an asset
(2) Markham, J. (2010), “The Subprime crisis — A test match for
the bankers: Glass-Steagall vs. Gramm-Leach Billey“. University of
Pennsylvania Journal of Business Law 12(4). 1081 - 134

Publications
• Chromatique newsletter
• Press articles (Bank reviews, Agefi, etc.)
• Client events
• Web and social networks
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Interview by Alain Bueno
and Olivier Priou

Our news:

Paris Office
40 rue La Pérouse 75116 Paris
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Fax: +33(0)1 45 00 69 18

Finally, the strengthening of measures to
guarantee deposits, perhaps in a broader sense,
would help us reinforce the first dam against
crises of panic and liquidity.
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