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Management of Banking Institution
Question One
Shared National Credit Program (SNC) is an interagency review and analysis of risk in large and complex credits involving various financial institutions. The SNC program aims at providing uniform treatment in SCN analysis and classification. The program is governed by three agencies including, Office of the Comptroller of the Currency, Board of Governors of the Federal Reserve System, and the Federal Deposit Insurance Corporation. The SNC program has changed its annual reporting, which were previously completed in the first quarter to the third quarter of the calendar year, reflecting as of June 30. The SNC program also announced that the aggregate loan commitment threshold for inclusion would increase from $20 million to $100 million, a change aimed at adjusting inflations (Washington, 2020). The change was effective since January 1, 2018, and it has helped to reduce the burden for several banking institutions without changing the portfolio's size (Washington, 2020).
Question Two
A syndicated loan is a financing option offered by institutional lenders to borrowers securing loans outside the scope of their risk exposure level. Syndicated loans are aimed at contributing part of the loan amount for a single borrower. Ideally, the credit is syndicated to investors because financial institutions face various risks in the dynamic markets. Banking institutions are always subject to regulations where non- compliance is not an option.  Managing risk is one of the key requirements that regulators focus on. Management information systems are aimed at providing timely calculations to help in planning, prioritization, and reviews. The regulators are concerned with leveraged lending practices for different risk profiles. Also, regulators are concerned with debt agreements, which should be clearly written to provide limited lender protection and include meaningful loan agreements (Lee et al., 2019)
Question Three
The 2013 Interagency Agency Guidance on Syndicated lending addressed the critical areas of weakness in syndicate loans and identified the risks. The Interagency Agency also examined the credit aspect of syndicated loans that have increased leveraged loans. The admin's current view on this guidance is that banks engaged in syndicated lending should ensure their risk management process remains effective in the current dynamic market condition. Also, there should be a complete financial analysis based on growth, revenue, and cost-saving assumptions, which consider the impact of incremental facilities. All banks should consider recovery rates in their portfolio management because they chance and differ from time. Finally, the risk identified should be measured against the potential impact on the syndicated loan amount (Meyerson et al., 2013).
Question Four
SNC loans are all funded because they are under financial institutions supervised federally. The financial institution may not lend small banks an amount that is more than fifteen percent of their capital, so they opt to participate in a syndicated loan. The goal is to break down the loan further because such loans tend to be larger than the financial institution's standard loans. The main aim of a bank offering a syndicated loan is to spread the risk of a defaulting borrower across several lenders who are usually institutions like pension funds and hedge funds. Also, syndicated loans are complex to ensure against any issue that could hurt the financial markets in which the banks are insured (Lopez, 2005). However, other credit risk transfer methods have been developed for transferring credit risk between banks. The credit risk transfer (CRT) methods are designed concerning the volume of transactions involved. Also, the liquidity in the underlying loan markets is increased. The various mechanisms include protecting the valuable relationship the lender has forged with the borrower by the possibility of reducing the commitment to the borrower with a CRT transaction. The second method involves information advantage directed towards the original lender, the potential contracting party to the CRT transaction. The third method is securitization. It involves transferring debt obligations to a third party, which issues securities against the original debt's principal payment. The fourth CRT method is credit derivatives that involve transferring all or some of the obligation from one party to another without interfering with the underlying asset (Lopez, 2005).
Question five
Financial examiners rate loans and determine whether the transactions and financial business comply with established regulations. They evaluate the risk of financial loans, review loan documentation, assess bank management, examine the balance sheets, and use that information to rate loans. Generally, they use the financial soundness of financial institutions to rate loans. A classified loan is one that has been rated substandard in that it's unclear whether the bank will be able to recoup the proceeding of the loan from the borrower. A criticized loan is rated with a special mention, loss, or doubtful defined by the agencies. Loan ratings are important because they provide sound practices needed when engaging in commercial lending activities. In addition, loan rating ensures risks is identified and managed (Meyerson et al., 2013).
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