CREDIT ANALYSIS
Analyzing bank credit and collateral

PRUDENT MAN ANALYSIS
• PMA’s flagship product
• Proven 30+ year history of success
• Investment philosophy focused on

safety, liquidity and yield
• PMA’s credit analysis
• Parallels the FDIC’s CAMELS rating

methodology
• Ongoing credit analysis and risk

Overview
Detailed credit analysis is a fundamental component of the investment process
of PMA Financial Network, LLC (“PMA”). PMA’s Credit Risk Management Team
utilizes ratio and fundamental analysis for all investments on a quarterly basis and
continuously monitors the regional and national economic environment. The team
is responsible for analyzing the creditworthiness of client investments, as well as the
surveillance of collateral positions.

management spanning the life of an
investment

STEP 1

RISK MANAGEMENT

GATHER BANK DATA

• Risk management through

Bank, industry and economic data is collected from an extensive
list of sources.

collateral statements

STEP 2

ASSIGN PMA RATING AND
DEPOSIT LIMITS
A PMA Rating is assigned following the completion of an overall
assessment of a bank’s credit quality. In addition, risk management
tools such as day limits on the term of a deposit and aggregate
deposit limits are applied to every bank.

ANALYZE DATA
QUALITATIVE ANALYSIS: Subjective judgment of the quality of
a bank’s balance sheet, management and regulatory standing.
Also included is an assessment of industry and regional economic
conditions and support provided by external sources such as a
parent holding company.
QUANTITATIVE ANALYSIS: Ratio analysis utilizing a proprietary
model to analyze bank and holding company data. Ratios are
compared to historical trends, bank peers, and performance
benchmarks.

STEP 4

RISK MANAGEMENT

• Preparation of monthly client

BANK CREDIT ANALYSIS

administration of collateral and letter
of credit ( LOC ) programs

STEP 3

ONGOING RISK MANAGEMENT
Credit reports are completed every quarter and recommendations
are reviewed by PMA’s Credit Committee. For collateralized
deposits, collateral is monitored and reported to clients every
month.

The analysis is part of a four-step process called the Prudent Man Process. This
process helps public funds investors avoid the risks of repayment, reinvestment and
reputation that may be associated with a bank failure. The Prudent Man Process
begins with analyzing a bank’s credit quality and continues with ongoing risk
management throughout the life of a deposit.

CREDIT ANALYSIS
INVESTMENTS
PMA’s Credit Analysis Team monitors the creditworthiness of each investment on behalf of
its clients. PMA’s public entity clients are limited by state statutes and investment policies
to investments generally including U.S. Treasuries, U.S. Government Agencies, municipal
securities, top rated Commercial Paper and deposits at FDIC insured banks. Each of these
investments contains a level of credit risk which the team monitors. The department
closely follows the capital markets and regulatory environment for issues that may affect
any of PMA’s clients’ investments.

BANKING INDUSTRY
Specific to the banking industry, the department performs quarterly analysis of each bank
where deposits are placed. This analysis is conducted by a combination of ratio analysis
and qualitative factors. Internal credit ratings are assigned to each bank analyzed by the
department and a term limit, which relates directly to the quality of the credit, is also placed
on each bank. The PMA process parallels the FDIC’s CAMELS ratings paradigm and focuses
heavily on a bank’s capital position and the quality of their loan and investment portfolio.

COLLATERAL AND LETTER OF CREDIT PROGRAMS
The Credit Analysis Team is also responsible for administering PMA’s Collateral and Letter
of Credit programs. For the Collateral Program, this includes reviewing all collateral
paperwork prior to opening client deposits, maintaining a database of client investment
policy requirements with respect to acceptable forms of collateral and collecting and
documenting monthly collateral statements from custodian banks. Using this data, PMA
sends all clients holding collateralized deposits a collateral statement every month.

Over 30 Years of Trusted Analysis
PMA Financial Network, LLC was founded in 1984 as a credit rating firm focused on the
banking sector. The firm’s initial product, the Prudent Man Analysis, was the first report of
its kind. It focused on the credit quality of financial institutions from a public depositor’s
perspective and made a determination of whether the institution was worthy of public
deposits as well as creating guidelines for collateral to cover the deposit amount. This
“prudent man” report and process remains an essential element of the firm’s portfolio
management process today.
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Government securities are offered through PMA Securities, LLC, a registered member of the SEC, FINRA and SIPC. All other products and services are provided by PMA Financial
Network, LLC. Services offered through PMA Securities, LLC are available in CA, IL, MI, MN, OK, SD and WI. Investment banking and institutional brokerage services are offered
through PMA Securities, LLC.
This brochure is not an advertisement of services available in any state other than those listed above, has been prepared for informational and educational purposes and does
not constitute a solicitation to purchase or sell securities, which may be done only after client suitability is reviewed and determined. All investments mentioned herein contain
varying levels of risk, and may not be suitable for every investor.
Prudent Man Advisors, LLC is a Registered Investment Advisor. Additional information on insurance products is available upon request. PMA Financial Network, LLC, PMA
Securities, LLC, Prudent Man Advisors, LLC and its employees do not offer tax or legal advice. Individuals and organizations should consult their personal tax and/or legal
advisors before making any tax- or legal-related investment decisions.
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