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Configuration For Sap Treasury And
Risk Management

Configuration for SAP Treasury and Risk Management is a critical process that
enables organizations to effectively manage their financial assets, mitigate risks, and
optimize treasury operations. Proper configuration ensures that SAP Treasury and Risk
Management (TRM) functions seamlessly, providing accurate data, streamlined
workflows, and comprehensive reporting capabilities. Whether you're implementing SAP
TRM for the first time or optimizing your existing setup, understanding the key
configuration steps is essential for maximizing the platform’s potential and aligning it
with your organization’s strategic financial goals.

Understanding SAP Treasury and Risk Management
(TRM) Overview

Before diving into configuration specifics, it’s important to grasp the core components of
SAP TRM and their significance in treasury operations.

Core Components of SAP TRM

Market Risk Management: Manages risks related to interest rate and foreign1.
exchange fluctuations.
Credit Risk Management: Assesses and mitigates counterparty credit risks.2.
Liquidity Management: Ensures optimal cash position and funding strategies.3.
Transaction Management: Handles the processing of financial transactions such as4.
payments and confirmations.
Collateral Management: Manages collateral agreements and postings to mitigate5.
credit risks.

Key Steps for Configuring SAP Treasury and Risk
Management

Configuring SAP TRM involves multiple steps that are interconnected. Proper planning and
execution are vital to ensure a robust treasury system.

1. Define Organizational Structures

Organizational structures form the backbone of SAP TRM configuration and dictate how
data flows and how processes are managed.



Company Code: Set up your company codes to represent distinct legal entities.1.
Treasury Organization: Define treasury units responsible for different regions or2.
business units.
Business Area: Segment financial data based on organizational needs.3.
Currency Settings: Configure local and foreign currencies for transactions and risk4.
management.

2. Configure Master Data

Master data forms the foundation for all treasury processes.

Counterparties: Create counterparty master records including credit limits, risk1.
profiles, and payment terms.
Financial Instruments: Define types of instruments such as forwards, swaps, options,2.
etc.
Risk Classes: Categorize risk types for better management and reporting.3.
Collateral Agreements: Set up collateral agreements linked to counterparties and4.
transactions.

3. Set Up Risk Management Parameters

Effective risk management configuration involves defining parameters that control risk
calculations and limit checks.

Valuation Methods: Choose appropriate valuation techniques for FX and interest rate1.
risks.
Limit Management: Define credit, market, and liquidity limits for counterparties and2.
transactions.
Risk Exposure Reports: Configure reports to monitor real-time risk exposure.3.

4. Configure Market Data Integration

Market data is essential for accurate risk assessment.

Data Providers: Integrate with external market data sources (e.g., Bloomberg,1.
Reuters).
Data Mapping: Map incoming data to SAP TRM fields for seamless data flow.2.
Automatic Updates: Schedule automatic updates for exchange rates, interest rates,3.
and other market data.

5. Customize Treasury Workflows and Processes

Streamlining workflows ensures efficient treasury operations.

Transaction Processing: Configure payment and settlement workflows.1.
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Approval Procedures: Set up approval workflows for transactions based on risk limits2.
or transaction types.
Reconciliation: Automate bank and internal account reconciliations.3.
Reporting and Analytics: Customize dashboards and reports for real-time insights.4.

6. Implement Compliance and Security Settings

Security is paramount in treasury operations.

User Roles and Authorization: Define roles for different users with appropriate1.
access levels.
Audit Trails: Enable audit logging for critical transactions and changes.2.
Data Security: Configure encryption and data access controls to safeguard sensitive3.
information.

Advanced Configuration Considerations for SAP TRM

Beyond basic setup, advanced configurations can enhance the system’s capabilities and
tailor it to complex organizational needs.

1. Integration with SAP ERP and Other Systems

Ensure seamless data flow between SAP TRM and ERP systems, banking platforms, and
market data providers.

Use SAP Process Integration (PI) or SAP Cloud Platform Integration (CPI) for1.
connectivity.
Configure interfaces for cash management, payment processing, and reporting.2.

2. Automating Risk Calculations

Leverage SAP TRM’s automation features.

Set up scheduled jobs for daily risk calculations.1.
Configure alert systems for limit breaches or risk anomalies.2.

3. Customizing Reports and Dashboards

Tailor reporting tools to meet specific managerial or compliance requirements.

Create custom analytic views.1.
Use SAP Fiori or SAP BusinessObjects for interactive dashboards.2.



Best Practices for SAP TRM Configuration

Successfully configuring SAP Treasury and Risk Management requires adherence to best
practices to ensure system stability and operational efficiency.

1. Conduct Thorough Requirement Analysis

Engage stakeholders from finance, risk management, and IT to define clear requirements.

2. Document Configuration Settings

Maintain comprehensive documentation for all configuration steps, master data, and
customizations.

3. Test Extensively Before Go-Live

Implement thorough testing phases, including unit, integration, and user acceptance
testing.

4. Provide User Training

Ensure end-users understand the system capabilities and processes for effective
utilization.

5. Plan for Ongoing Maintenance and Optimization

Regularly review system performance, update market data integrations, and refine risk
parameters. Configuration for SAP Treasury and Risk Management is a complex
but rewarding process that, when executed correctly, significantly enhances an
organization’s financial agility and risk mitigation capabilities. Proper setup of
organizational structures, master data, risk parameters, and integrations lays a strong
foundation for effective treasury operations. Coupled with best practices and ongoing
optimization, SAP TRM becomes an indispensable tool for modern treasury management,
providing real-time insights, automated processes, and comprehensive risk controls.
Whether deploying SAP TRM for the first time or enhancing existing configurations, a
strategic and methodical approach ensures your treasury functions are optimized for
today's dynamic financial landscape.

Configuration for SAP Treasury and Risk Management: An Expert Overview In the rapidly
evolving landscape of corporate finance, SAP Treasury and Risk Management (TRM) has
established itself as a comprehensive solution designed to streamline treasury processes,
enhance risk mitigation strategies, and provide real-time insights into financial positions.
At the core of SAP TRM’s effectiveness lies its intricate configuration capabilities—tailored
setups that allow organizations to customize the system to their unique operational
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requirements. This article delves into the detailed aspects of configuring SAP Treasury
and Risk Management, providing a thorough guide to optimize its deployment for
maximum value.

Understanding the Fundamentals of SAP TRM
Configuration

Before exploring specific configuration elements, it’s crucial to understand the
foundational principles guiding SAP TRM setup: - Modularity: SAP TRM is built with
modular components such as Cash Management, Market Risk Management, and Hedge
Management, each requiring tailored configurations. - Flexibility: The system’s
architecture supports extensive customization to adapt to diverse organizational
structures and processes. - Integration: SAP TRM seamlessly integrates with SAP ERP, SAP
S/4HANA, and external systems, necessitating careful configuration to ensure data
consistency and process alignment. - Compliance & Governance: Configurations must
adhere to regulatory standards and internal controls to ensure compliance. Effective
configuration enables organizations to leverage SAP TRM’s full capabilities, aligning the
system with their treasury strategies and risk appetite.

Key Configuration Areas in SAP Treasury and Risk
Management

Configuring SAP TRM involves multiple interconnected modules and settings. The primary
areas include master data setup, organizational structures, transaction types, risk
management parameters, and reporting configurations.

1. Master Data Configuration

Master data forms the backbone of SAP TRM, underpinning all transactional and analytical
activities. a. Currency and Exchange Rate Settings - Establish the company’s base
currency and foreign currencies. - Configure exchange rate types (e.g., spot, forward,
historical). - Define exchange rate sources—SAP supports integration with external rate
feeds or manual entries. - Set up exchange rate types’ validity periods to facilitate
accurate conversions. b. Counterparty and Bank Data - Define counterparties, including
customers, vendors, and financial institutions. - Assign relevant bank accounts, account
types, and payment methods. - Set up credit limits and risk profiles for counterparties. c.
Financial Instruments - Configure instrument types such as derivatives, loans, and
investments. - Define valuation methods and relevant parameters for each instrument. d.
Risk and Hedge Data - Establish risk categories (market risk, credit risk, liquidity risk). -
Set up hedge relationships, including hedge types and effectiveness measurement
methods.



2. Organizational Structure Configuration

The organizational setup in SAP TRM determines how data flows and how processes are
managed. - Legal Entities: Define entities within the system to reflect the company’s legal
structure. - Company Codes: Assign each legal entity a unique company code for
accounting and reporting. - Treasury Organization Units: Set up treasury teams, dealing
centers, and risk management units. - Business Units & Cost Centers: Map treasury
activities to specific business units for granular reporting. Proper organization
configuration ensures clarity in transaction processing and facilitates compliance with
internal controls.

3. Transaction and Process Configuration

SAP TRM’s transactional setup influences how treasury activities are recorded and
processed. a. Transaction Types - Define various transaction types, such as cash
transactions, FX deals, and derivatives. - Assign default parameters like posting accounts,
valuation methods, and counterparties. b. Deal Management - Configure deal entry
screens, approval workflows, and validation rules. - Set up deal lifecycle statuses, from
initiation to settlement. c. Payment and Settlement Settings - Link bank accounts,
payment methods, and payment blocks. - Automate payment processes through
integration with SAP Bank Communication Management. d. Hedging and Compliance -
Establish hedge accounting rules aligned with accounting standards (e.g., IFRS 9, US
GAAP). - Configure hedge effectiveness measurement methods and periodic
reassessment schedules.

4. Risk Management and Measurement Setup

Effective risk management relies on precise configuration of risk parameters and
measurement tools. - Market Risk Parameters - Set risk limits (e.g., VaR, sensitivity
limits). - Define risk factors such as interest rates, foreign exchange rates, and
commodity prices. - Configure valuation models for derivatives and other instruments. -
Credit Risk Settings - Establish credit ratings and scoring models. - Assign exposure limits
per counterparty or group. - Integrate external credit risk data sources. - Liquidity Risk
Management - Configure liquidity forecasts based on cash flow data. - Set thresholds for
liquidity buffers and contingency funding plans. Note: These configurations enable
automated risk calculations, limit monitoring, and scenario analysis, empowering treasury
teams to make data-driven decisions.

5. Reporting and Analytics Configuration

Treasury operations are heavily reliant on robust reporting tools. - Define custom reports
and dashboards tailored to key performance indicators (KPIs). - Configure drill-down
capabilities for detailed analysis. - Set up data extraction points for external analytics
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tools or regulatory reporting. SAP TRM’s integration with SAP Business Warehouse (BW)
or SAP Analytics Cloud enhances analytical depth, but requires specific configuration
steps.

Advanced Configuration Considerations

While the fundamental settings are critical, advanced configuration aspects can greatly
enhance SAP TRM’s effectiveness.

1. Workflow and Authorization Management

- Design approval workflows for deals, payments, and risk limits. - Configure role-based
access controls to ensure segregation of duties. - Set up audit trails for compliance and
internal reviews.

2. Integration with External Systems

- Connect with banking systems via SAP Bank Communication Management. - Integrate
with external market data providers for real-time rates. - Link with ERP modules for
seamless data exchange.

3. Automation and Scripting

- Develop custom ABAP reports or interfaces for specific needs. - Configure scheduled
jobs for data refreshes, risk limit checks, and report generation.

Best Practices for Effective SAP TRM Configuration

Optimizing SAP Treasury and Risk Management configuration requires careful planning
and adherence to best practices: - Understand Business Processes Thoroughly: Engage
treasury, finance, and IT teams to map current workflows. - Start with a Clear Data
Governance Strategy: Ensure master data is accurate, consistent, and maintained
diligently. - Prioritize Compliance: Align configurations with relevant accounting standards
and regulatory requirements. - Leverage SAP Best Practice Content: SAP provides
accelerators and pre-configured scenarios that can serve as starting points. - Document
All Configuration Settings: Maintain detailed documentation for audit purposes and future
upgrades. - Test Extensively: Conduct comprehensive testing in sandbox environments
before deployment. - Plan for Continuous Improvement: Regularly review configurations
against evolving business needs and regulatory changes.

Conclusion

Configuring SAP Treasury and Risk Management is a complex but rewarding endeavor
that, when executed with precision, unlocks streamlined treasury operations, effective



risk mitigation, and insightful analytics. The key lies in understanding the myriad
configuration options—from master data setup to advanced risk measurement—and
tailoring them to your organization’s specific structure and strategic objectives. By
following best practices and leveraging SAP’s flexible architecture, organizations can
transform their treasury functions into strategic assets, capable of navigating today’s
volatile financial landscape with confidence.

Questions & Answers About configuration for sap
treasury and risk management

N
o

Question Answer

1 What are the key steps to
configure SAP Treasury and
Risk Management for
effective cash management?

The key steps include setting up organizational
units, defining house banks and bank accounts,
configuring payment methods, establishing treasury
workflows, and integrating with external banking
systems to enable seamless cash management and
liquidity tracking.

2 How do I set up risk
management parameters in
SAP Treasury and Risk
Management?

To set up risk management parameters, you need
to define risk types, assign risk categories,
configure limit management, and establish risk
mitigation strategies. This involves customizing the
risk scenarios, setting thresholds, and linking them
to relevant financial instruments and transactions.

3 What are the best practices
for configuring market data
integration in SAP TRM?

Best practices include establishing reliable
interfaces with market data providers, configuring
real-time or periodic data updates, maintaining data
consistency, and ensuring security protocols are in
place. Proper mapping of market data to valuation
processes is essential for accurate risk assessment.

4 How can I customize SAP
Treasury and Risk
Management workflows to
align with my company's
processes?

You can customize workflows by modifying standard
process steps in SAP TRM, creating custom approval
procedures, defining user roles and authorizations,
and leveraging SAP Business Workflow or SAP Fiori
apps to tailor the system to your specific treasury
and risk management processes.

5 What configuration settings
are necessary for integrating
SAP TRM with external
banking systems?

Necessary settings include configuring
communication protocols (such as IDocs, SAP PI/PO,
or REST APIs), setting up bank master data, defining
communication channels, mapping transaction
types, and ensuring secure authentication methods
are in place to facilitate seamless data exchange
with external banking platforms.

SAP Treasury, Risk Management, Treasury Configuration, SAP TRM Setup, Treasury
Software, Risk Management Tools, SAP Financials, Treasury Modules, SAP Integration,
Treasury Processes
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