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FL SAFE was designed to maintain safety and liquidity while 
preserving the capital of Florida governmental entities.  Our focus 
on this mission has held steadfast even as the U.S. remains in a 
period of exceptionally low interest rates.  

RISK VS. REWARD
One of few options for seeking yield in the current market 
is through investing in European banks, which are paying 
higher rates due to increased market and political volatility 
in the Eurozone region. While this strategy can provide yield 
enhancement, we believe it comes with added risk that is not 
aligned with FL SAFE’s mission. Due to heightened risk at this time, 
FL SAFE currently has no direct investments in European banks.  
We believe our conservative philosophy has been benefi cial to FL 
SAFE and its participants. 

Safety and Liquidity First

1 Prime money funds rated by Fitch Ratings had total European exposure of over 30% as of 
February 2012.
2 FL SAFE 0-7 Days liquidity well above the 50% requirement for funds rated AAAm by 
Standard & Poor’s.

PORTFOLIO HOLDINGS SUMMARY

This review is based on increased headlines and scrutiny regarding 
the European Debt Crisis. The European Debt Crisis poses a variety 
of risks to the U.S. fi nancial system, including credit, liquidity and 
pricing risks for money market funds and public funds investors. 
The European Debt Crisis began in 2009 when the European 
Union ordered France, Spain, the Irish Republic and Greece to 
reduce their budget defi cits. Concern grew in 2010 about these 
and other heavily indebted countries such as Portugal. New risks 
have arisen throughout 2011 and 2012, and the European Central 
Bank and other entities have implemented a myriad of programs 
in attempt to reduce the risks to Eurozone countries and banks in 
this region. The market has swung between fear and confi dence 
as developments have progressed.

The most visible risk of the European Debt Crisis is direct exposure 
to countries and banks in the Eurozone.  According to Fitch, prime 
money funds rated by Fitch Ratings had total European exposure 
of over 30% as of February 2012. 1  In our opinion, these funds are 
exposed to heightened credit, liquidity and pricing risks. Credit 
risk represents the potential that a debt will not be repaid to the 
investor. Liquidity risk arises when poor market conditions result 
in less demand for securities and lower bid prices. Pricing risk is 
the risk when any holding receives a lower mark-to-market price 
related to credit, liquidity or other market risks. 

Due to periods of market dislocation during the European Debt 
Crisis, these risks have at times increased for money market funds 
that invest in European securities. At this time, our belief is that the 
risks related to European investments outweigh the reward. As a 
result, we have chosen to avoid direct exposure to the Eurozone 
in keeping with FL SAFE’s mission.

European Debt Crisis and Potential Risks

    Largely U.S. holdings and no direct European exposure 1   

    Strong liquid balances 2

91%

9%

91%

9%

91%

8%
9%

EUROPEAN DEBT CRISIS

SOVEREIGN RISKS

• HIGH SOVEREIGN DEBT
• FISCAL DEFICITS
• HIGH UNEMPLOYMENT
• SUPPORTING TROUBLED BANKS

EUROPEAN INVESTMENT RISKS

• CREDIT - RETURN OF PRINCIPAL
• LIQUIDITY - MARKET 

DISLOCATION
• PRICING - MARK-TO-MARKET

FUND ADMINISTRATOR:
FLORIDA MANAGEMENT 
AND ADMINISTRATIVE SERVICES, LLC

JEFF LARSON
President
407-496-1597
jlarson@fl oridamanagementservices.com
10151 University Blvd., #227
Orlando, FL 32817

FUND DISTRIBUTOR:
PMA SECURITIES, INC.

DONALD WEBER
Senior Vice President
855-202-9650
dweber@pmanetwork.com
20 Porto Mar #601 
Palm Coast, FL 32137

Contact Information

UNITED STATES

CANADA

0-7 DAYS

1-3 MONTHS

3-6 MONTHS

INVESTORS

SOVEREIGNSEUROPEAN
BANKS

1 Fitch Ratings, U.S. Money Fund Exposure and European Banks: A Partial 
Disengagement, March 22, 2012
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This Market Update was prepared for PMA Financial Network, Inc., PMA Securities, Inc. and Prudent Man Advisors, Inc. (hereinafter “PMA”) clients. It is being provided for informational and/or 
educational purposes only without regard to any particular user’s investment objectives, financial situation or means. The content of this document is not to be construed as a recommendation, 
solicitation or offer to buy or sell any security, financial product or instrument; or to participate in any particular trading strategy in any jurisdiction in which such an offer or solicitation, or trading 
strategy would be illegal. Nor does it constitute any legal, tax, accounting or investment advice of services regarding the suitability or profitability of any security or investment.
Athough the information contained in this Market Update has been obtained from third-party sources believed to be reliable, PMA cannot guarantee the accuracy or completeness of such 
information. It is understood that PMA is not responsible for any errors or omissions in the content in this document and the information is being provided to you on an “as is” basis without 
warranties or representations of any kind. 
Securities, public finance services and institutional brokerage services are offered through PMA Securities, Inc. PMA Securities, Inc. is a broker-dealer and municipal advisor registered with the SEC 
and MSRB, and is a member of FINRA and SIPC. Prudent Man Advisors, Inc., an SEC registered investment adviser, provides investment advisory services to local government investment pools. 
All other products and services are provided by PMA Financial Network, Inc. PMA Financial Network, Inc., PMA Securities, Inc. and Prudent Man Advisors (collectively “PMA”) are under common 
ownership.
Securities and public finance services offered through PMA Securities, Inc. are available in CA, CO, FL, GA, IL, IN, IA, KS, MI, MN, MO, NE, OH, OK, PA, SD, TX and WI. This document is not an offer of 
services available in any state other than those listed above, has been prepared for informational and educational purposes and does not constitute a solicitation to purchase or sell securities, 
which may be done only after client suitability is reviewed and determined. All investments mentioned herein may have varying levels of risk, and may not be suitable for every investor. PMA and 
its employees do not offer tax or legal advice. Individuals and organizations should consult with their own tax and/or legal advisors before making any tax or legal related investment decisions. 
Additional information is available upon request. 
Opinions expressed in this document are subject to change due to changes in market conditions and other conditions outside the control of the author.
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