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Is your company
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[MP
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3 Critical Considerations
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Asset Manager's

Client ABC's IMA

The fund shall hold
only investment grade

securities, as rated by a
NRSRO.




What went wrong?

"or ABC Credit Analysis
If unrated, then use ABC
Credit"




"or ABC Credit Analysis
If unrated, then use ABC
Credit"




Why are Credit

Quality rules so
Rule Complexity +r|Cky?

Asset
Manager
Example
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Asset Manager
Example:

Asset
Manager's

Client
XYZ
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Asset Manager's
Client XYZ

Requirement:

All short-term
investments shall be
AAA and no more than
10% of the fund shall
be in commercial
paper
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Downgrade
Alert

Type S. Client notification required

Client notification & action
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Divest immediately

Client notification required

Client notification & action
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Asset Manager
Example

Do not sell due PM holds Ramifications
to downgrades

EMAIL NOT SENT TO
COMPLIANCE

Danger
Zone




How Can IMP
Mitigate Risk?

Source
Document
Review

Rule and Test Expression Review

Utilizing OMS
filters to
appropriately
organize
corrective
action
requirement

CLEAR
Compliance™




www.impconsults.com/
ask-us

c @ Impconsults.com/ask-us

Sign up for IMP's webinar series

HOME ABOUT US SERVICES PRODUCTS CLIENT STORIES SEARCH BLOG

in & few minutes

Hello! How can | help you?

Have a question? Ask us and join
us for our free webinars!

This page was designed with our clients in mind.

many times, our clients ask the same questions as their peer organizations. We found that it would be helpful to
nts to have access to smart questions and answers from the pros. We post these questions anonymously and hop .
wally. IF you don't see an answer to your question- use the search bar above to see relevant blog posts or chatone /@ 3 Message
brts can either quickly diagnose your problem OR can set up time to for a meeting to discuss your options. Sign up tor our webinars

y at the bottom of this page

ASK US
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Asset Manager

Examples...
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Asset Manager's

Client123's IMA

“The fund shall mitigate risk by
investing in primarily investment-
grade securities. No unrated
securities may be held by the fund
except for issuers of demonstrable
highest quality and in cases where

the maturity rate of those securities

qualifies them as overnight or short-
term and in no case beyond 90 days
maturity.”

atlis the rule ﬁllSSng{

For unrated securities, the rule
should look to the ultimate
issuer and use that entity’s rating
AND the effective maturity date
should be set as a maximum of
90 days.

47.



Asset Manager's
Client 456's IMA

“Collateralized securities
must be rated in one of the
three highest long-term
ratings by an NRSRO and
such collateral must be of

the highest quality and
greater than or equal to
102% of the security held.”

Not exactly- we would need to look
through to the underlying holdings,
unless you have an MBS that is
guaranteed by Fannie Mae, Freddie,
etc. CDO’s would likely be
disallowed, based on the way the
credit quality of the tranches can be
suspect.

For ABS, you'd need to look through
to the guarantors of the underlying
assets.

The 102% is alluding to Repurchase
Agreements (repos). The collateral
(that the firm takes in) would need to
be AAA (so probably UST’s) and it
would need to be worth at least
102% of the cash that was lent out.
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