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Survival Horizon 

Model Assumption 

No Access to Long-Term Debt or 

Commercial Paper Markets 

Able to Draw on Committed Bank 

Lines 
Signifi cantly 

Reduced 

• No access to long-term debt or 
commercial paper markets

• Able to draw on committed bank lines 

• Signifi cantly reduced cash fl ow generation • Asset haircuts 

Liquidity Horizon Model Assumptions

Environmental 
Crisis

Revenue reduction  35%

Expense increase  27%

Reduction in debt capacity 22%

Reduction in asset value  36%

Ratings impact 
 Downgrade to BB+

Political DisruptionRevenue reduction  
35%

Expense increase  
27%

Reduction in debt capacity 
22%

Reduction in asset value  
36%

Ratings impact  Downgrade to BB+

Industry Downgrade

Revenue reduction 
 

50%

Expense increase 
 

21%

Reduction in debt capacity 
 

36%

Reduction in asset value   
 5%

Ratings impact 

Downgrade to BB-

One Vision
Beta Company Distills a Variety of Complex and Interrelated Scenarios into One 

Model to Illustrate the Company’s Survival Horizon Under Worst-Case Conditions

Potential Distress Situations

Beta Company’s Liquidity Survival Horizon
Component #1: Worst-Case Scenario Planning 

Terrorist Attack

Revenue reduction  
50%

Expense increase 
 

21%

Reduction in debt capacity 
36%

Reduction in asset value   
 5%

Ratings impact 
Downgrade to BB-

Economic DownturnRevenue reduction  
20%

Expense increase 
 

 6%
Reduction in debt capacity 

 
17%

Reduction in asset value   
13%

Ratings impact 
 Downgrade to BB

Operational Event

Revenue reduction 
 

35%

Expense increase 
 

27%

Reduction in debt capacity 22%

Reduction in asset value  

36%

Ratings impact 
 Downgrade to 

BB+

Negative Publicity Event

Revenue reduction  
55%

Expense increase 
 

 7%

Reduction in debt capacity 
 

12%

Reduction in asset value   
19%

Ratings impact 
Downgrade to BB+

Rather than attempting 
to model all possible 
scenarios, Beta Company 
tests how long it could 
survive a specifi c set of 
severe fi nancial setbacks.

Driver-Based Model
(All Potential 

Liquidity Risks)

Outcome-Based Model
(Severe Liquidity Risks)

Source: Beta Company; Treasury Leadership Roundtable research.
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A Picture Is Worth a Thousand Words
Beta Company Uses the Model to Quantify Survival Horizons for Both Primary and Secondary Sources of Liquidity

Liquidity Buffer, Simulated Downturn

Illustrative

Pinpointing Capacity
“The benchmarks are not exactly giving me a good answer. I prefer a diagnostic that could be used to identify what kind of 
liquidity buffer a company should have. I want the kind of a model where you input your data and it gives you the answer.” 

    Beta Company

Surplus 
Liquidity

Liquidity 
Shortfall

Time Horizon

Beta Company’s Liquidity Survival Horizon
Component #2: Liquidity Survival Horizon Model

Source: Beta Company; Treasury Leadership Roundtable research.
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Secondary 
Drivers of Liquidity
• Cut discretionary capital spending
• Sell assets
• Eliminate dividend

Primary Drivers 
of Liquidity
• Cash on hand
• Cash generation
• Credit facility
• Cut expenses
• Reduce discretionary 

spending

Month 1 Month 4 Month 7 Month 10Month 2 Month 5 Month 8 Month 11Month 3 Month 6 Month 9 Month 12

Key Benefi ts
 1. Concise and clear communication method for describing balance 

sheet strength to internal and external stakeholders
 2. More meaningful decision framework than “rule of thumb” balance 

sheet ratio 
 3. Simplicity of model leads to easy execution and grasping of results 


