
 

 

Flaws of Best Practices 

Adhering to “Best Practices” allows managers to focus on more significant 

and relevant issues than incremental operational efficiency.  Unfortunately, 

Best Practices hide the following: 

 Opportunity cost 

 Exposure to unnecessary risks 

 Innovation 

 

What works for many – defining Best Practices – does not work for all, 

especially in dynamic and fluid environments where markets are evolving 

quickly.  Each individual circumstance has its own characteristics with 

nuances that, when properly accounted for, can lead to significant gains 

relative to generically applied Best Practices. 

For example, one sophisticated financial institution hedged their 

currency exposures according to Best Practices from operational and 

accounting perspective – each currency independently and robotically 

on a quarterly basis. After the change to treating currencies as a 

portfolio instead of individually, the firm realized gains well in excess 

of tens of millions of dollars annually. 

Complacency is the enemy of progress.  Best Practices are updated and 

adopted too slowly, which is truer now as the speed of change is 

accelerating.  

For example, one of the world’s largest asset managers spent a 

decade developing their state-of-the-art execution platform with a 

focus on operational efficiency.  Using traditional metrics, they were 

operating at among the lowest cost basis.  The platform and 

performance measurement techniques, however, neglect the new 

interconnectedness of markets and technology advancements of 

market liquidity providers.  Incorporating those factors would result in 

an expected halving of their costs, saving tens of millions per year. 

 



Understanding nuances and keeping abreast of market innovations are 

keys to unlocking significant value while striving towards an important 

competitive advantage, operational excellence.  



Disclaimer  

The analysis and views expressed on this website are provided by Absolute Treasury Inc. (“AT”) 

for discussion and evaluation purposes only.  The material contained herein (“Content”) is 

based on information that is believed to be reliable and accurate, however such information may 

contain statements which are incomplete, or which assume the completion of certain matters 

which are expected to be completed in the future.  The Content has been prepared as of the 

date indicated and may become unreliable because of subsequent conditions, including, but not 

limited to, market, economic, or global events. Accordingly, the Content does not purport to be 

all-inclusive or to contain all of the material that may be required to fully evaluate any of the 

opportunities discussed herein, and it is prepared for general information only. It is not and is 

not intended to be a “Research Report” as defined by Rule 2241 of the Financial Industry 

Regulatory Authority (“FINRA”) effective as of the date hereof or as amended. Nothing 

contained herein is, or shall be relied upon as, a promise or representation of past or future 

performance. The Content is not intended to provide tax, legal, accounting, regulatory, or 

investment advice.  Although reasonable care has been taken to ensure that the Content is 

accurate, it has not been independently verified, and AT does not (i) guarantee the accuracy, 

timeliness, completeness, or correct sequencing of the information contained herein, or (ii) 

warrant any results from the use of the information contained herein.  AT undertakes no duty or 

obligation to update or revise Content. Accordingly, the Content is provided “AS IS, and no 

representation or warranty, expressed or implied, is made in relation to the accuracy or 

completeness of the Content (including, without limitation, information obtained from third 

parties) and opinions expressed in the Content and, to the maximum extent permitted by law, 

AT expressly disclaims any liability: (a) based on or relating to the information contained in, or 

errors or omissions from, the Content; (b) based on or relating to the recipient’s use (or the use 

by any of its affiliates or representatives or any other person) of the Content; or (c) based on 

any written or oral communications by the recipient or any of its affiliates or representatives 

including any portion of, or referring to, the Content.   

IN NO EVENT WILL AT, ITS OFFICERS, DIRECTORS, SHAREHOLDERS, PRINCIPALS, 

EMPLOYEES, AGENTS, CONTRACTORS, RELATED PERSONS, OR PERSONS 

TRANSMITTING THIS CONTENT, BE LIABLE TO THE USER OR ANYONE ELSE FOR ANY 

CONSEQUENTIAL, INCIDENTAL, SPECIAL, OR INDIRECT DAMAGES (INCLUDING, BUT 

NOT LIMITED TO, LOST PROFITS, TRADING LOSSES, INVESTMENT LOSSES AND 

DAMAGES THAT MAY RESULT FROM THE USE OF THIS CONTENT OR FOR OMISSIONS 

OR INACCURACIES THEREIN) EVEN IF ADVISED OF THE POSSIBILITY OF SUCH 

DAMAGES.  NOTHING CONTAINED IN THE CONTENT SHALL BE CONSTRUED AS AN 

OFFER TO SELL OR A SOLICITATION OF AN OFFER TO PURCHASE SECURITIES OF ANY 

ENTITY.   

 

 


