Credit Ratings and Bank Loan
Monitoring

Leonard I. Nakamura, Federal Reserve Bank of
Philadelphia*

Kasper Roszbach Sveriges Riksbank‘and University
of Groningen

FeEpERAL RESERVE BANK
OF PHILADELPHIA

*Our opinions are our own and not those of the Federal Reserve Bank of
Philadelphia, the Federal Reserve System, or theSveriges Riksbank



Banks are information
Processors

A Economists now see one of the key
roles of banks as being information
Processors

A Banks monitor the businesses they lend
to

A This should make banks good risk
managers



Improving Bank Risk
Measurement

A In the wake of the financial crisis:
I Improving risk measurement is a clear
priority
I Are banks as good at risk assessment as
economists have thought?

A We examine two simple ways to check
on the efficiency of bank risk
measurement

I Tools for bank managers and regulators



