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Ardmore Banking offers real estate portfolio stress test

JEFF BLUMENTHAL
STAFFWRITER

ARDMORE — Ardmore Banking Advi-
sors has developed a consultative service
to help banks quickly establish a program
to evaluate their commercial real estate
portiolios.

This is in response to regulators strongly
recommending quarterly “stress tests,” a
series of analyses that determine a bank's
exposure to specific loans hased on differ-
ent variables and projections associated
with their existing portfolio.

Peter Cherpack, an Ardmore Banking
principal who heads its credit technology
solutions, said so far only 10 banks have
signed up for the service,

called CREAssist, but nine
of those have come on board
since early summer,

“[ think that's because of a
change in regulatory ap-
proach and concerns about
their CRE portfolios,” Cher-
pack said. “Small banks
often don't have the time or

resources to dedicate to the regulatory
demands for stress testing, so we take
their data and tell them what it means.”

In 2007, regulators urged banks to begin
conducting stress tests as a
risk control. Cherpack said at
(M that juncture, only larger
s ! banks with significant inter-
- ses | nal resources were regularly

M conducting stress tests.

“#1  So Ardmore Banking de-
veloped a software product
fones called CREInsight that con-

ducts stress tests on commer-
cial real estate portfolios, the most trouble-
some part of most bank portfolios, with
the target client being community banks
that do not have large internal resources.

“We didn't get much response, maybe
six banks,” Cherpack said. “Then we
launched it commercially in 2008, But
when the real estate bubble burst that
year, it really started to take off.”

Cherpack said there are now 46 financial
institutions using the software product,
which helps evaluate credit risk in CRE
portfolios, allowing bankers to sort infor-
mation by product, geography or industry,
import data from spreadsheets and obtain
a credit-hy-credit look at performance and
leading indicators of risk within 30 days.

By late 2009, regulators began asking
banks with a certain level of CRE loans to
conduct stress tests, which increased in-
teresi in products like CREInsight.
Ardmore Banking decided to develop a
consulting service called CREAssist to as-
sist banks in using the software.

While banks using the products range
from startups to those with 510 billion in
assets, Cherpack said the sweet spot is
those between $1 billion and $5 billion.

Banks pay 51,400 for one quarterly test
if they already have CREInsight and 85,000
if they do not own the software. CREIn-
sight software costs $18,000.

Brian W, Jones is chief lending officer of
Newfield National Bank, a $506 million-
asset bank based in rural Newfield,
Gloucester County. While the bank's port-
folio is in good shape — less than 1 per-

Cherpak

cent of its assets are nonperforming —
Newfield still conducted stress testing and
began using both Ardmore Banking’s soft-
ware and consulting services this sum-
mer.

Jones said the bank can evaluate the di-
rection of specific segments and uses
Ardmore Banking as an independent set
of eyes before writing a narrative report
for regulators, who then offer feedback.
Jones said regulators are most concerned
ahout capital levels, asset quality and earn-

ings and will offer views about what to do
with certain portions of lending portfolios.

Newfield finished testing its first CRE
segment, one that it perceived to contain
inherent risk, and will be submitting a re-
port to the Office of the Comptroller of the
Currency later this month,

“It would have taken a lot longer if I did
this on my own,” Jones said.

Bob Seiwert, senior vice president of the
American Bankers Association center for
commercial lending and business bank-

ing, said there are only about four or five
firms around the country offering such
software and consulting services. He said
a majority of community banks are now
evaluating whether to buy or make their
own software product while most larger
banks already have their own. But he said
consulting offered by vendors such as
Ardmore can help community banks inter-
pret the data more thoroughly.
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The Ardmore Advisors Triad™

It’s easy to find a firm that solely does loan review or risk management consulting, Even specific credit technology
solutions are widely available. But to find a firm that has successfully integrated these disciplines into a comprehensive
service offering tailored directly to benefit your bank is very rare.

Ardmeore Banking Advisors brings an unmatched depth of experience to our clients” offices and board rooms. You recerve
the experience of CEOs, CLOs, and CCOs from the banking industry that provide you with a well coordinated approach
to your credit technology, loan review and risk management needs. The results are measurable performance gains that
benefit bank management and the bank’s shareholders.

The Ardmore Banking Advisors Triad™ consists of the following three services:

1. Credit and Risk Information Technology Solutions

Ardmore Banking Advisors provides advanced credit portfolio technology solutions, Creditinsight ™ and CREInsight™
that enable your bank to stress test and perform concentration reporting/analytics on your portfolio without replacing or
creating the need for wholesale changes to your current loan and credit management processes.

2. RealValue'™ Loan Review

Ardmore Banking Advisors is re-defining industry performance standards in the loan review area. The ABA loan review
team assigned to your bank delivers high quality reporting, accurate risk ratings, and insightful recommendations for risk
management policy and procedure enhancements based on industry best practices that directly benefit your credit team
and the shareholders of the bank.

3. Risk Management Services

Whether it involves analyzing your current credit underwriting processes, reviewing your ALLL methodology or evaluatir
a potential partner or target, Ardmore Banking Advisors has the successful track record to assist your organization in
meeting its goals. You deserve a ream with extensive expertise with banks similar to yours.

To learn more about our RealValue™ Loan Review, Risk Management Services or
Credit and Risk Information Technology Solutions visit us at www.ardmoreadvisors.com
or call 610-649-4643.

To learn more about Ardmore Banking Advisors or to speak wit
about loan review, bank consulting or credit technology solutio
click www.ardmoreadvisors.com or call us at 610-649-4643.
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