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David’s Viewpoint



An introduction from David Farrow
Welcome to our first Global Corporates newsletter for 2018. In my introduction, I’ll discuss recent Brexit trends, as well  
as our new and improved iPortal platform. I’ll also touch on the conferences we’ll be attending in the coming months.

Brexit and beyond

The European Union has set a target date of October 2018 
for a formal agreement on the terms of Britain’s exit to be 
presented to the EU parliament and national governments 
for approval. However, the number and complexity of the 
issues to be agreed may delay the process. 

In December 2017, a provisional deal was reached between 
the UK and the EU on several negotiating points of the UK’s 
withdrawal, including the exit fee to settle the UK’s current 
and future liabilities to the EU; the approach to citizens’ 
rights for EU citizens living in the UK (and vice versa); and 
the approach to the Irish border. 

While the withdrawal agreement is yet to be formalised,  
the focus of the negotiations has now shifted towards the 
terms of the future relationship between the UK and the EU. 
The key points of contention are future trading arrangements 
for goods and services; the approach to freedom of movement; 
and the jurisdiction of the European Court of Justice (ECJ). 

It is no secret that Prime Minister Theresa May’s cabinet is 
split between pro-Brexit ministers, such as Foreign Secretary 
Boris Johnson and Environmental Secretary Michael Gove, 
and ministers favouring the maintenance of closer ties  
with the EU, including Chancellor Philip Hammond. While 
domestic political differences have so far hampered the 
articulation of a coherent post-Brexit vision, the March 
Council meeting has put pressure on the government  
to set out their negotiating stance. 

Several cabinet ministers have recently delivered speeches 
on various elements of Brexit, many of which leaned 
towards a ‘hard Brexit’ scenario. In late February, for 
example, Boris Johnson advocated the importance of 
leaving the single market and the jurisdiction of EU courts. 
On the other hand, the Labour Party’s official stance has 
settled on a ‘soft Brexit’, whereby the UK would join a 
permanent customs union with the EU as long as the UK  
is given a say in EU trade deals. 

On Friday 2 March, May delivered her Brexit speech at 
Mansion House – the third on the topic since her speeches  
at Lancaster House (January 2017) and Florence (September 
2017). It was the final speech in the Cabinet’s ‘Road to Brexit’ 
series. (The full speech can be viewed here.)

The Prime Minister sought to set our her vision for the future 
economic partnership between the UK and the EU, outlining 
five tests for the Brexit deal, which include:

1. Respect the referendum

2. An agreement that endures

3. Protect jobs and security 

4. Consistent with open outward-looking European democracy

5. Strengthen the union

She called on the EU to be flexible in their approach to 
reaching a bespoke future trade agreement. She said that  
the EU and UK should look beyond existing precedents, and 
seek to develop a deeper economic relationship. May said  
that Britain would inevitably lose some access to European 
markets, because the country will come out of the single 
market and customs union. However, she returned to the  
idea of having deeper integration in some markets that in 
others, stating that every trade agreement has varying levels  
of market access. “If this is cherry picking, then every trade 
agreement is cherry picking”. 

The focus of the negotiations  
has now shifted towards the terms  
of the future relationship between  
the UK and the EU. 
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David Farrow
Head of Transaction Banking

There was also clear recognition from the PM that neither 
side will get everything they want in a negotiation – 
potentially paving the ground for concessions.

We at Barclays are monitoring Brexit developments closely 
and are already in the process of preparing for multiple 
Brexit eventualities. 

iPortal

Our new iPortal platform is currently being rolled out free  
of charge to all our clients. We are pleased to be able to 
introduce the new platform without the need for our  
clients to sign any paperwork, or go through a lengthy 
implementation or migration process. Our goal is to have 
upgraded all our clients by the summer of this year.

Some of the new features available on the platform are 
payment alerts, the ability to manage standing orders 
electronically and the option to view eStatements. iPortal 
truly is Digital Corporate Banking, bringing products like 
debt, liquidity reporting and cash management into one 
place for the first time. This new platform supports our 
relationship model, bringing intuitive and rich user 
experience, multiple security solutions aligned to risk 
activity, and user personas. If you’d like to find out more, 
please contact your Relationship Director.

Conferences: past and future

A few days ago we were pleased to sponsor the ACT Smart 
Cash Management Conference in London, where David 
Shinkins, Head of UK Cash Management at Barclays, acted  
as a member of the resident panel of treasury experts who 
moderated the conference. James Allan, Head of FX, Corporate 
Banking at Barclays, also delivered a treasury regulation update 
at the conference, discussing the implications of PSD2,  
Open Banking and GDPR in the payments space. 

Next month, we look forward to sponsoring the Bonds, 
Loans & Sukuk Middle East Conference in Dubai, the 
largest financial conference in the region. This comes  
after the successful launch of our upgraded UAE website 
in January, which offers clients easier access to access  
our solutions and expertise. In April we will also be 
exhibiting at the Mannheim Finance Symposium in 
Germany, where we will be joined on our stand by  
Markus Babbel, former Liverpool and German  
international football player. 

I hope you find this quarter’s articles interesting and 
informative. If you have any feedback on the content of  
this newsletter, please do contact your Relationship team.
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SWIFT gpi – transforming cross-border payments, today



SWIFT gpi – transforming cross-border payments, today
Barclays speaks to Ryan McAuliffe from SWIFT about how SWIFT global payment innovation (gpi) is transforming  
the cross-border payments industry.

As any corporate treasurer can tell you, cross-border 
payments have traditionally had four main challenges –  
they can take days, they can’t be tracked, they lack 
transparency on fees taken, and remittance information  
can be altered in the payments process. “This is all changing,” 
says Ryan McAuliffe, Shared Services Specialist at SWIFT. 
  

 

“SWIFT gpi is transforming the cross-
 border payments experience for banks’ 
 corporate clients by offering greater 
 speed, transparency and traceability.”

Making the change

Back at Sibos 2015, the banking community joined together 
to address the cross-border payment challenges their 
customers face through technical innovation and industry 
collaboration. And so gpi was born. Underpinning the service 
is a set of business rules captured in multilateral service level 
agreements (SLAs) between participating banks as well as 
a number of enhancements to their SWIFT infrastructures. 
“This has enabled banks to offer to their customers a faster 
service where payments are credited in minutes and hours, 
rather than days, full transparency is provided over any  
fees deducted in the process and payment are tracked 
end-to-end,” says McAuliffe.

SWIFT gpi: Enhancing customer experience by delivering a new standard in cross-border payments

  

Transforming the customer experience 

SWIFT have developed a suite of products which  
gpi banks can leverage with their clients:

1.	 	A	Tracker – to track cross-border payments from  
the instructing party to the ultimate beneficiary

2.	 	A	Directory – of all BICs along with their published 
cut-off time for their major currencies

3.	 	The	Observer – to allow for retrospective  
benchmarking and analysis of payment flows  
against the four pillars’ KPIs.

SWIFT has also introduced a UETR (Unique End-to-End 
Tracking Reference), 36-figure, open source code-  
generated reference, which will feature in the header of  
all compliant messages. This reference will be used across 
the full payment chain to drive traceability – so that if a 
payment is delayed (due to lack of funds or documentation, 
for example) participating banks will need to send a status 
pending update to the tracker acknowledging the payment 
and identifying the reason for the delay. The ultimate  
aim is to move away from batch or end-of-day to  
real-time processing. 

*Within the timezone of the receiving gpi member.

“Yesterday”
Traditional correspondent 
banking

“Today”
SWIFT global payments  
innovation (gpi)

Slow, can take multiple days

No transparency on costs

No transparency on time

No confirmation of credit

Faster, same-day* use of funds

Transparency of fees

End-to-end payments tracking

Remittance information transferred unaltered
Ryan	McAuliffe, Shared Services Specialist at SWIFT
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All banks in the payment chain – initiators, correspondents and 
the ultimate beneficiaries – can view the transaction status and 
associated data. The intention is then for the banks to make 
this information available to the end customer. This is akin to 
DHL Postal Tracking but goes an extra step as confirmation is 
provided when the funds are credited to the account (the 
parcel is opened). Payment-specific data (i.e. fields 50 and 59) 
will not be reported via the tracker for data protection 
purposes. MT202COV messages will also be brought  
into scope within the wider payment tracker. 

The ultimate aim is to move away from 
batch or end-of-day to real-time processing.
 
Rapid adoption

Since gpi’s launch in early 2017, adoption has been 
extremely rapid, with more than 150 banks either live or 
implementing the service. And the benefits are already  
clear to see, with nearly 50% of all gpi messages settled in 
30 minutes or less – providing certainty as well as speed. 
“SWIFT gpi is on track to become the standard for all 
cross-border payments by the end of 2020,” adds McAuliffe. 

And when SWIFT’s annual standards release comes into 
effect in November, the UETR will become mandatory for  
all SWIFT banks, vastly increasing the reach of the service. 
This will be additionally aided by the adoption of the UETR 
by other associated schemes (i.e. CHAPS, CHIPS, FedWire) 
enabling payments that use both SWIFT and local clearing 
to be fully tracked.

Moving forward

This year gpi will also deliver additional services, such as a 
‘Stop and Recall Payments’ service enabling banks to stop a 
payment instantly, regardless of where it is in the payment 
chain. And, in the future, we can also look forward to the 
migration to the ISO 20022 standard with the UETR available  
in plain and CAMT formats; corporates being able to generate 
the UETR and place this within the instructing MT101 for 
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better visibility; and a central cloud for advanced remittance 
data then linked to all parties associated with the payment.  
For more information about SWIFT gpi, please speak to 
your Relationship Director.
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Cyber security and fraud: protecting your business for the future
In 2016, the UK lost £2m each day as a result of financial fraud,1 and the threat of cyber fraud is growing year-on-year.

1Accor ding to official figures released by Financial Fraud Action UK (FFA UK) 
on 16 March 2017.

Cyber fraud can result in major financial losses, and data 
breaches have the potential to profoundly damage trust  
in a company; fraudsters monetise stolen information by 
selling it on online, and the impact this has on businesses’ 
reputations can be severe.

This is why it’s so important that the future workplace  
is alert to, and protected against, these threats. 

Social engineering

The threat of cyber fraud can seem a difficult one to 
combat. However, it’s important to remember that most 
cyber fraud attacks depend heavily on human interactions 
– fraudsters have long identified that the easiest way to 
breach an organisation’s defences is to target its people,  
not its systems. 

Social engineering is the method by which fraudsters aim  
to trick people into breaking normal security procedures. 
Fraudsters are usually looking for the victim to give up 
sensitive information, such as bank login details, or for them 
to enable malicious software to be installed on their device. 
They may also trick the victim into carrying out a fraudulent 
payment themselves. 

In social engineering cases, fraudsters often have  
thorough knowledge of the company, which enables  
them to build trust with the victim. They may be aware  
of regular payments that are due or of the structure  
of teams within the company, enabling them to 
impersonate employees.

The most common forms of social engineering for 
businesses are:

• Telephone scams

• ‘Phishing’ and email scams

• Invoice fraud

• CEO impersonation fraud

• Pop-ups.

For international clients, invoice fraud and email scams  
are a key threat, with fraudsters hacking email accounts  
and altering bank account details on invoices. 

Digital attacks

A key method of cyber fraud is transferring malicious 
software – ‘malware’ – to your device, in order to disrupt 
your technological operations and access confidential 
information. Malware can be installed on your computer 
through clicking a link in an email, opening an attachment 
to an email, using a removable device (such as a USB pen), 
or by downloading software from a malicious source.  
Two prominent forms of malware are:

• Trojans	
	 T	 rojan programs are a type of malware that enter your 

computer on the back of other software. They act as 
back doors to the computer, granting a fraudster remote 
access. Once inside your device, a trojan can give a 
stranger access to your personal details by taking 
screenshots or capturing keystrokes.

• Ransomware 
  Ransomware enables a fraudster to gain control of your 

system in order to encrypt your files, demanding a fee  
to unlock them. Without the decryption code, it is very 
unlikely that you will be able to access your files again. 
The risk of ransomware is one of the crucial reasons 
why companies should back up their information and 
keep it on a separate network.
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In May 2017, there was a significant global cyber security 
attack dubbed, “the biggest ransomware outbreak in 
history”.2 The attack, dubbed WannaCry, used hacking tools 
believed to have been developed by the US National Security 
Agency, and more than 300,000 computers were infected 
– hitting the NHS and international shipper FedEx, with 
widespread impacts to Russia, Taiwan, Ukraine and India.3

Keeping software and operating systems up to date is even 
more important to protect against ransomware and mitigate 
the risks. The impact on the NHS from WannaCry would have 
been significantly reduced if their operating systems had 
been patched, and it recently emerged that tech companies, 
including Apple, have been racing to fix the Meltdown and 
Spectre bugs, which could allow hackers to steal data. 

Network attacks pose another form of cyber threat. This is 
when a third party intercepts communications sent over an 
unsecured network. Emails are the main communication 
method for most companies, yet it is often forgotten how 
unsecure the communications can be. An email can be thought 
of like a postcard – it can be read as it moves across networks.

It’s important that sensitive information is sent over 
encrypted networks. Secure Sockets Layer (SSL) is the 
standard security technology for establishing an encrypted 
link between a web server and a browser.

2Mikk o Hypponen, chief research officer at the Helsinki-based cyber security 
company F-Secure.

3Accor ding to Czech security firm Avast.

Protecting your business from cyber fraud
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Different scams can be combatted in different ways. As an example, CEO impersonation fraud has become  
easier due to the growth of social media. Criminals can easily find personal details of senior employees online –  
for example, when they are out of the country – and use this information maliciously. 

This means that an important mechanism to prevent CEO fraud involves being careful about what information  
is made available online. To combat invoice fraud, you should always confirm requests from alleged suppliers or 
distributors via a known contact number.

Here are ten simple steps that can help to protect your business from cyber fraud:

	 1.	 User	education	and	awareness:	educate all of your employees about the  
  potential channels cyber fraud may take, regardless of their level or role.

	 2.	 Network	security:	avoid connecting to untrusted networks.

	 3.	 Monitoring: constantly monitor inbound and outbound traffic.

	 4.	 Malware	protection: ensure you have the most up-to-date version of your chosen software.

	 5.	 Information	risk	management: embed an information risk management regime across your organisation.

	 6.	 	Incident	management: establish an incident response and disaster recovery plan.

	 7.	 	Managing	user	privileges: manage the access your employees have to programmes and spend/ 
approval thresholds.

	 8.	 	Secure	configuration: remove or disable unnecessary functionality.

	 9.	 	Home	and	mobile	working: protect data using an appropriately configured virtual private network.

	10.	 Removable	media	controls: limit removable devices such as USB drives.

Please	note: This information is not a comprehensive guide to cyber security and keeping your and your customers’ information safe. There can be no 
replacement for having the expertise of a cyber security professional and regular testing of systems and networks. We always recommend seeking out 
professional expertise to ensure you are compliant with all legalities and requirements from a data protection perspective. Credit CESG



For more information, visit:

https://digital.wings.uk.barclays/for-everyone/ 
Our platform to educate all staff members in all things digital. Please log on and complete the cyber security module  
to enhance your understanding 

www.cyberaware.gov.uk 
HM Government site – Be Cyber Aware is a cross-government campaign funded by the National Cyber Security Programme 

www.cyberaware.gov.uk/cyberessentials 
Cyber Essentials – Government-backed and industry-supported scheme to guide businesses in protecting themselves  
against cyber threats 

www.ncsc.gov.uk 
Working with partners across industry, government and academia to enhance the UK’s cyber resilience 

www.actionfraud.police.uk 
The UK’s national fraud and internet crime reporting centre 

www.barclayscorporate.com/fraud 
A range of articles and videos explaining the types of fraud used by cyber criminals (for business over £6.5m turnover)

https://www.barclays.co.uk/business-banking/manage/security/  
Help protect your business from fraud and learn about scams that target smaller businesses (under £6.5m turnover)

www.pcisecuritystandards.org/pci_security/small_merchant 
Information for small merchants
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What to expect in the year ahead: Predictions for 2018
Markets are high, volatility is low and Barclays is forecasting global growth of 4.2% in 2018. There are many reasons  
to be optimistic about the coming months, but some surprises are bound to lie in wait.

Forecasting is notoriously difficult to do, but it is also an 
essential aspect of business planning. It is only by assessing 
the likelihood of the opportunities and pitfalls that lie ahead 
that we can make informed decisions and set organisational 
strategies that balance ambition and optimism with 
pragmatism and flexibility.

 

At this stage, it appears that there are many reasons to  
be positive about 2018. The global economy is growing  
and markets are ebullient. Advances in technology are 
transforming the ways in which we live and work, and there 
is no sign of a major shock on the horizon. Nevertheless,  
we cannot be complacent. Social inequality is a pressing 
issue that is fuelling political volatility. A trade war might 
break out between the US and China, while tensions are 
simmering in the Middle East. The final shape of the Brexit 
deal remains a huge unknown and the cryptocurrency 
bubble is threatening to burst. 

What can we expect from 2018? A meltdown in the equity 
markets, the outbreak of a trade war between the US and 
China and central banks steadily hiking up interest rates? 
Rob Cox, Global Editor of Reuters Breakingviews, chaired an 
expert panel that debated all of these possibilities and more 
at the Breakingviews 2018 Predictions event, which Barclays 
hosted in London on 17 January 2018. 

The	panel	made	the	following	eight	key	predictions:	

Prediction	1:		
The world economy will keep growing, prompting 
central banks to further tighten monetary policy

“For the first time in a long time, central banks look at the 
world and see a pretty positive picture,” explained Christian 
Keller, Head of Economics Research at Barclays. Barclays’ 
global growth forecast for 2018 is 4.2%, with growth 
happening in every region. 

The global economy is growing  
and markets are ebullient.

Trade and investment cycles are picking up, manufacturing 
output is expanding and there is a healthy level of 
employment across the core economies. Japan is even 
experiencing labour shortages. Inflation remains low and 
the ebullience of the global economy is buffering the UK 
from the impact of Brexit. 

Nevertheless, central bankers are wary of perpetrating 
asset bubbles that may pop in the not-too-distant  
future. So their focus is on tapering their bond-buying 
programmes and raising interest rates. The US Federal 
Reserve and the European Central Banks have already 
stopped buying bonds, while the Bank of Japan wants to 
buy fewer since Governor Haruhiko Kuroda is concerned 
about the impact of a low and flat yield curve on the 
financial system. 

“All the core central banks are moving in the same direction, 
although not at the same speed and in the same state, as 
the risks of deflation and recession have been removed,” 
explained Keller. “Following the tax reform that will boost 
the US economy, we think the Federal Reserve will hike 
interest rates four times this year and three times next year, 
bringing the rate to 3.25%. We also think the European 
Central Bank (ECB) will stop quantitative easing in 
September and could even hike the deposit rate to minus  
20 basis points by the end of the year.”
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Prediction	2:		
Volatility will return to the bond markets

With central banks buying fewer bonds, the supply of 
bonds is set to exceed demand in 2018. As a result, there 
will be “an injection of volatility into bond markets and 
into other markets as well,” according to Swaha Pattanaik, 
Global Economics Editor at Reuters Breakingviews. “That 
makes a difference to the kind of volatility-adjusted return 
investors should be able to make and can change their 
view of the investment landscape suddenly. If they have 
been buying bonds at negative yield rates, the capital  
gains they might have expected to make suddenly don’t 
exist anymore.” 

As a result, there could be a rush of investors looking to  
exit certain assets in 2018. Furthermore, if they find that 
they cannot sell illiquid securities, they might be forced to 
sell other, more liquid ones instead. 

Prediction	3:	 
This could be the last hurrah for cheap money

As interest rates and government bond yields rise,  
so should the cost of corporate credit. Nevertheless,  
Peter Thal Larsen, EMEA Editor at Reuters Breakingviews,  
argued that underlying good growth and very low  
interest rates meant there was still time for some big 
borrowing in 2018. 

“Corporate credit costs are still very, very low, particularly  
in real terms,” he explained. “If you adjust for inflation, 
people are paying very little for borrowing.” Thal Larsen 
anticipated that there would be many debt-financed  
deals in 2018 and pointed out that the amount of debt  
as a proportion of EBITDA in private equity buyouts  
is returning to levels seen just before the last  
financial crisis. 

Prediction	4:	 
Valuations may be stretched, but there won’t be a 
meltdown in the equity markets

“Valuations are pretty stretched by historic standards, 
especially for US equities,” acknowledged Thal Larsen. 
Nevertheless, he noted that while there was scope for a 
correction, it was hard to see what would trigger that 
correction. “I don’t think that cryptocurrencies as an 
investment class are big enough to cause a correction that 
then spills over into other things,” he said. “Clearly higher 
interest rates cause people to re-price the rate at which they 
discount future earnings from the equity market and that 
could lead to a correction. But underlying growth is still 
pretty good and the corporate tax cut in the US is actually 
going to lead to higher corporate earnings.”

Prediction	5:	 
President Trump will not embark on an all-out trade 
war (and neither will China)

President Trump has threatened to rip up the North 
American Free Trade Agreement (NAFTA) and launch a 
trade war against China. So far his words have failed to 
translate into action, however, probably thanks to the 
counsel of key members of his administration, including 
Gary Cohn. Is that about to change in 2018? 

“Trump understands that trade is important, so it would be 
against his instincts to engage in a trade war,” argued Keller. 
“A trade war would not only hurt growth, it would also lead 
to an increase in inflation. It’s not in his interests to embark 
on a trade war before the mid-term elections in November.”

Nevertheless, Trump might change tack if he loses key advisers 
or is provoked by China. Earlier this year, Chinese officials 
seemed to suggest that their country could reduce or halt its 
purchases of US Treasuries if the US clamped down on its 
trade practices. China is also known for carefully managing the 
appreciation and depreciation of its currency, the renminbi.

 
Still, a trade war does not appear to be in Chinese interests 
either. “I’m of the view that China doesn’t have as much 
leverage as some people think it does,” said Thal Larsen. 
“China’s economy is very dependent on an open trading 
system with the US and other countries. It also has very high, 
and still-rising, debt levels so any kind of external slowdown 
that affects Chinese exports, and therefore the Chinese 
economy, would upset those very fragile debt dynamics and 
further raise the already high risk of some sort of crisis.”

“China’s economy is very dependent on 
an open trading system with the US and 
other countries.”

15 of 20



Prediction	6:		
The UK will leave the EU but it will be  
“an extend and pretend” Brexit

Political, rather than economic, factors will shape the Brexit 
deal, observed Pattanaik. As a result, she was not sure how 
favourable the final deal would be for the UK. She added 
that messages from the currency markets were mixed. 
“Sterling has rebounded against the dollar, but euro–sterling 
doesn’t look as good,” she said. “Bond yields are still 
relatively low. I think markets are in the dark about where 
the political process is going.”

Thal Larsen did not see how the UK’s decision to leave 
the EU could be reversed before March 2019, which is  
when it will take effect. He noted that the prime minister’s 
attitude to the EU had become much more conciliatory 
over time, however, while the British government has 
accepted the need for a transition period. “That transition 
period will have to be agreed before it’s clear what we are 
transitioning to,” he said. “The current talk is that will  
be two years, maybe a little longer. In that period, pretty 
much everything will stay as it is at the moment – it’s a 
sort of ‘extend and pretend’ Brexit. Once the transition  
is in place, it would be then be straightforward to keep 
extending it,” Thal Larsen concluded. 

Keller acknowledged that Brexit had prompted many 
continental cities to lay claim to portions of London’s 
financial services business, but added: “There is no city  
in continental Europe that could replace London, except 
maybe Paris.” He queried whether decentralisation and 
fragmentation of financial services was beneficial for  
Europe as a whole since it could leave the continent  
without a financial centre strong enough to compete  
with New York and Singapore.

The volatility of the regime changes in France is a barrier  
to Paris succeeding London as Europe’s financial centre, 
observed Pattanaik. “You can’t base a headquarters on  
one president’s promise. There needs to be some kind of 
institutional confidence.” Meanwhile, Thal Larsen argued 
that it was a fallacy that financial centres could be planned. 
“London as a financial centre, particularly post World War I 
and World War II, is a bit of an accident,” he said. “It’s about 
having the right language, being in the right time zone and 
having a legal system that people like.”

Prediction	7:	 
Bitcoin may not survive, but digital currency  
is here to stay 

“Bitcoin’s intensive mining costs and propensity to consume 
large amounts of energy may prevent it from surviving in the 
long run, but blockchain, the technology that underpins 
bitcoin, will definitely survive,” said Keller. “I’d be surprised if, 
in an age of digitalisation, it shouldn’t make its way somehow 
into the way we transfer money and the way we pay.” 

In practice, bitcoin needs to overcome a number of practical 
hurdles if it is to become recognised tender. For example, 
the currency can’t be used to pay taxes and money-
laundering rules prevent people from using profits made 
from bitcoin trading as house deposits.

Cox highlighted the similarities between the frenzied interest  
in bitcoin and similar speculative bubbles, including the 
Mississippi Company, the South Sea Bubble and the Dutch 
tulip mania. He suggested that a collapse in the value of bitcoin 
could affect market sentiment more broadly, were it to happen. 

Prediction	8:	 
Cross-border European bank mergers will come  
back into fashion

For more than a decade, cross-border mergers between 
European banks have been taboo – frowned on by 
regulators and seen as too challenging by banks 
themselves. Now, however, regulators seem more open  
to the idea of cross-border deals. “The interesting thing  
is that the conversation is being driven much more by 
regulators rather than by banks themselves, or by 
shareholders,” said Thal Larsen. “With a bit of regulatory 
pressure, and possibly some Franco-German political 
horse-trading, we might see some new deals.”

It’s about having the right language, 
being in the right time zone and having 
a legal system that people like.
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Click here

Click here

Summary of predictions

1.  The world economy will keep growing, prompting central 
banks to further tighten monetary policy

2. Volatility will return to the bond markets

3. This could be the last hurrah for cheap money

4.  Valuations may be stretched, but there won’t be a 
meltdown in the equity markets

5.  President Trump will not embark on an all-out trade war 
(and neither will China)

6.  The UK will leave the EU but it will be  
“an extend and pretend” Brexit

7.  Bitcoin may not survive, but digital currency is here to stay

8.  Cross-border European bank mergers will come  
back into fashion
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To find out more on what we can  
expect from the year ahead, see the  
thoughtful series of essays in Reuters 
Breakingviews’ 2018 predictions book,  
Froth and Frustration

To see a recording of the Breakingviews  
2018 Predictions event

http://fingfx.thomsonreuters.com/gfx/breakingviews/1/737/923/BV%20Predictions%202018.pdf
https://event.webcasts.com/starthere.jsp?ei=1177532&tp_key=8cd853d89c
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The next phase of the bond markets
“Be aware and don’t be complacent,” is the guidance from Craig Martin, Senior Executive Advisor of the NeuGroup, 
regarding bond markets. Find out what else he has to say about the bear market’s implications for treasurers.

What happened in the beginning of February and has 
continued since is the awakening of the fact that the end  
of Quantitative Easing (QE) is here. Not only the end of QE, 
but its reversal, in fact. In the last month or so, we have  
seen US interest rates in the closely followed ten-year US 
Treasury note move back up about 50 basis points. 

The equity markets went into a state of panic. “Inflation  
is here! Bonds are going to tank!” Personally, though, I ask, 
“What’s the big deal?” Ten-year rates have gone from 2.35% 
to 2.85%. Rates are still so historically low, and even if they  
go up another 50 or even 100 basis points, so what? 
 

A bear market is much more 
vicious than a bull market:  
it will move very quickly –  

easily multiple points in a day.

This brings me to the point of this article. While I downplay 
the recent move in interest rates, it belies the underlying 
tension in the markets and something that few people in the 
industry understand or have ever experienced: a bear market 
in bonds. And let me tell you, you have never seen anything 
like it. I experienced the bear market in bonds when rates  
rose to 20% in Federal Funds and over 15% in long bonds.  
So I caution all young bond traders and investors to beware. 
A bear market is much more vicious than a bull market:  
it will move very quickly – easily multiple points in a day.

The day the Dow dropped 22%

How do I know this? I will only reflect on one of the most 
poignant days in financial market history. In the last few weeks, 
we have seen what we think are unprecedented moves in 
equities, and this is true from an absolute point movement per 
day. However, on a percentage basis, nothing compares to 
October 1987, when the Dow dropped a remarkable 22%. Let’s 
hope we never see that again. And, while it was ‘only’ a 500-point 
drop – which pales in comparison on a point basis these days – 
today a 22% drop would be equivalent to about 5,500 points.

But what is the point of all this? It is to make everyone 
involved in the market, whether they are bond traders or 
corporate treasurers, aware of the fact that the markets  
are not only very efficient, but can be extremely violent,  
as we have seen recently. Indeed, the past several years of 
complacency (offset by a few bouts of correction) are the 
aberration rather than the norm. So, hang on to your hats 
and hunker down as we enter this new arena of a bear 
market in bonds, because this is just the beginning!

30-year US Treasury bond yields

18.00%

16.00%

14.00%

12.00%

10.00%

8.00%

6.00%

4.00%

2.00%

1980 1985 1990 1995 2000 2005 2010 2015 

19 of 20



20 of 20

Central banks begin to change direction

The new Federal Reserve Chairman, Jerome Powell, will 
more than likely follow his predecessor Janet Yellen’s path  
of a none-too aggressive stance on raising interest rates. 
Nevertheless, his recent statement that the decision to raise 
interest rates was not influenced by recent market volatility 
indicates that he may be slightly more aggressive than 
Yellen. While the markets have already baked in at least 
three, if not four, hikes in the Federal Funds rate in 2018, it is 
subject to a jolt if the Fed acts even more swiftly. This could 
happen if some of the inflation figures and wage growth 
continue to exhibit higher-than-anticipated increases.  
And that is quite possible given the fact that tax cuts are 
adding fuel to an already strong economy.

This is true not only in the United States. A phrase that  
has been used recently is ‘synchronous global growth’, 
highlighting that almost all regions of the world are 
growing, with some exhibiting quite strong growth.  
The heads of both the Bank of England and the European 
Central Bank have indicated that soon they will be doing  
the same as the US Federal Reserve. This could easily put 
even more upward pressure on interest rates as the supply 
of government-issued debt outstrips demand. 

What does all this mean for corporate treasurers?

• Be car eful and alert for swift and large movements  
in the bond markets

• K eep an eye on inflation and growth figures

• W atch the balance of supply and demand for 
government debt 

• Don’t be complacent. 

Craig Martin is a 40-year veteran of capital markets, 
corporate treasury and finance. Currently he is Senior 
Executive Advisor of the NeuGroup and Director,  
US Practice for The Treasury Recruitment Company. 

Craig Martin 
Senior Executive Advisor 
for NeuGroup
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