
Asset Management 
This rating reflects the risks associated with managing the assets (including cash) of others. Prudent portfolio 
management is based on an assessment of the needs and objectives of each account or portfolio. An evaluation of 
asset management should consider the adequacy of processes related to the investment of all discretionary 
accounts and portfolios, including collective investment funds, proprietary mutual funds, and investment advisory 
arrangements. 

The institution's asset management activities subject it to reputation, compliance and strategic risks. In addition, 
each individual account or portfolio managed by the institution is subject to financial risks such as market, credit, 
liquidity, and interest rate risk, as well as transaction and compliance risk. The ability of management to identify, 
measure, monitor and control these risks is reflected in this rating. The asset management rating is based upon, 
but not limited to, an assessment of the following evaluation factors: 

 The adequacy of overall policies, practices and procedures governing asset management, considering the 
size, complexity and risk profile of the institution's fiduciary activities; 

 The decision making processes used for selection, retention and preservation of discretionary assets 
including adequacy of documentation, committee review and approval, and a system to review and 
approve exceptions; 

 The use of quantitative tools to measure the various financial risks in investment accounts and portfolios; 
 The existence of policies and procedures addressing the use of derivatives or other complex investment 

products; 
 The adequacy of procedures related to the purchase or retention of miscellaneous assets including real 

estate, notes, closely held companies, limited partnerships, mineral interests, insurance and other unique 
assets; 

 The extent and adequacy of periodic reviews of investment performance, taking into consideration the 
needs and objectives of each account or portfolio; 

 The monitoring of changes in the composition of fiduciary assets for trends and related risk exposure; 
 The quality of investment research used in the decision-making process and documentation of the 

research; 

 The due diligence process for evaluating investment advice received from vendors and/or brokers 
(including approved or focus lists of securities); 

 The due diligence process for reviewing and approving brokers and/or counter parties used by the 
institution. 

This rating may not be applicable for some institutions because their operations do not include activities involving 
the management of any discretionary assets. Functions of this type would include, but not necessarily be limited 
to, directed agency relationships, securities clearing, non-fiduciary custody relationships, transfer agent and 
registrar activities. In institutions of this type, the rating for Asset Management may be omitted by the examiner in 
accordance with the examining agency's implementing guidelines. However, this component should be assigned 
when the institution provides investment advice, even though it does not have discretion over the account assets. 
An example of this type of activity would be where the institution selects or recommends the menu of mutual 
funds offered to participant directed 401(k) plans. 

Ratings 
A rating of 1 indicates strong asset management practices. Identified weaknesses are minor in nature. Risk 
exposure is modest in relation to management's abilities and the size and complexity of the assets managed. 

A rating of 2 indicates satisfactory asset management practices. Moderate weaknesses are present and are well 
within management's ability and willingness to correct. Risk exposure is commensurate with management's 
abilities and the size and complexity of the assets managed. Supervisory response is limited. 

A rating of 3 indicates that asset management practices are less than satisfactory in relation to the size and 
complexity of the assets managed. Weaknesses may range from moderate to severe; however, they are not of 



such significance as to generally pose a threat to the interests of account beneficiaries. Asset management and risk 
management practices generally need to be improved. An elevated level of supervision is normally required. 

A rating of 4 indicates deficient asset management practices in relation to the size and complexity of the assets 
managed. The levels of risk are significant and inadequately controlled. The problems pose a threat to account 
beneficiaries generally, and if left unchecked, may subject the institution to losses and could undermine the 
reputation of the institution. 

A rating of 5 represents critically deficient asset management practices and a flagrant disregard of fiduciary duties. 
These practices jeopardize the interests of account beneficiaries, subject the institution to losses, and may pose a 
threat to the soundness of the institution.


