
Practical Aspect About CMA Data and Its
Relevance from Bank's Perspective

Check that the historical data is
sound: audited where required,
consistent, reconciled with other
disclosures.
For projections: evaluate whether
assumptions are realistic (e.g., sales
growth, margin levels, working
capital turnover, capex). Unrealistic
projections are a red flag.
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Article Hereunder :
Understanding the lens through
which banker evaluate the
performance of the company who
took or wish to take lending from
bank
When finance professionals review
CMA Data (Credit Monitoring
Arrangement data) from banks –
especially in the Indian context –
and then use it for strategic
decision-making, it can be very
powerful. Below is a comprehensive
approach on how to do this well,
covering what CMA data is, how to
analyse it, and how to use it to
make strategic decisions.

1. What is CMA Data
CMA Data is a structured set of
financial statements and
projections that a borrower
provides (or that a bank uses) for
credit appraisal: past years’ balance
sheet, profit & loss, cash flows/fund
flows, working capital schedules,
ratio analysis, projections. 

Bankkeeping

Key components
include:
*Historical performance (2-3 years)
*Projected performance (typically
next 1–3 years)
* Working capital requirement (and
the cycle)
*Ratios: liquidity, profitability,
solvency, turnover etc.

bankkeeping.com

2. How finance
professionals should
review CMA Data

When you as a finance professional
(in the borrower company, or as a
credit analyst, or as
strategic/finance leadership) review
CMA Data, follow these steps:

a) Validate & understand
assumptions

Check that the historical data is
sound: audited where required,
consistent, reconciled with other
disclosures.

Ensure that the working capital,
cash flow and fund flow statements
align (i.e., an entity growing
aggressively but with cash flow
going backwards is a risk).

Compare actual performance vs
previous projections: many banks
use CMA to “compare whether the
borrower has been able to perform
in line with what was projected
earlier”. 

b) Ratio and financial health
analysis

Key ratio categories and what you
should focus on:
Liquidity ratios (current ratio,
quick ratio) – does short‐term asset
cover short‐term obligations,
especially in working capital heavy
businesses.

Working capital turnover / cycle –
high receivables days, inventory
days, long payables may tie up
cash.
Profitability ratios (gross margin,
net margin, ROCE/ROE) – are
margins stable, improving or
deteriorating?
Solvency / leverage ratios (debt‐
equity, interest coverage) – is the
company taking on too much
leverage? Can it service interest +
principal repayment?

Practising Cost & Management Accountant

It is typically required by banks
when sanctioning or renewing large
credit facilities (working capital,
term loans, cash credit) so that the
bank can assess the borrowing
entity’s financial health and
repayment capacity. 



3. Strategic decision‐
making using CMA
Data

Efficiency ratios (asset turnover,
inventory turnover) – how well is
the business managing its assets
and operations.

In the CMA context, banks will
have internal benchmarks and will
examine how far the company
deviates from norms. 

c) Working capital & cash‐flow
stress test

Analyse working capital
requirement in the projection: if
sales go up, does working capital
also increase? Does projected
funding/inventory tie-ups cause a
cash crunch?

Cash flow statement: Is operating
cash flow positive and trending
upwards? Are capex and repayment
obligations manageable?

Fund flow/funds used: If
projection shows high capex or
expansion, how is it funded
(internal accruals vs new debt)?
Stress test assumptions: What if
sales growth is 75 % of projected,
or margin declines by X %? Does
repayment ability hold?

d) Scenario & sensitivity analysis

What if  sales drop, margin
squeezes, receivables growth slows,
cost rises (raw material, labour)?
Build alternate scenarios
(optimistic, base, pessimistic) and
see how the key metrics change:
leverage, debt service coverage,
working capital gap, cash flow.
This helps management decide how
comfortable the strategy is under
downside stress.

e) Benchmarking and trend analysis

Compare with industry peers: Are
the company’s ratios better or
worse? Is it ahead/behind trend?

Trend over time: Are ratios
improving or deteriorating? For
example, margin steadily falling or
working capital turning worse.
Spot red flags: e.g., declining
margins, increasing inventory days,
rising debt, etc.

Once you have analysed the CMA
Data thoroughly, you can use
insights for strategic decisions.
Here are some key strategic uses:

a) Debt / financing strategy
Based on the borrower’s repayment
capacity and projections, decide
whether to raise additional debt,
refinance existing debt, or reduce
debt.

Use sensitivity—not just best case
—to assess how much headroom
the business has.
Decide the mix between working
capital financing vs term debt,
short term vs long term, fixed
interest vs floating, etc.

If  projections show comfortable
ratios and cash flows, the company
may decide to expand (capex, new
plant, new markets).
If  projections are tight or sensitive
to downside, the company may
choose to moderate growth, focus
on cash‐generative projects, or
phase expansion.
Use findings from CMA to
prioritise the projects which
improve cash flows and reduce risk.

b) Growth/expansion planning

c) Working capital management

If  working capital analysis shows
long inventory days or receivables
days, the company may implement
tighter controls (inventory
reduction, credit policy review,
receivables collection
improvement).

Decide to improve efficiency: invest
in systems, revise procurement,
negotiate better supplier terms.

d) Profit margin improvement &
cost control
From ratio/profitability analysis,
you may identify margin erosion –
perhaps due to cost increases,
inefficiencies, external pressure.
Strategic decisions: focus on high-
margin products, optimise cost
base, outsource non-core activities,
invest in automation (which ties
with advancing analytics).
For instance, one article
emphasises: “Predictive analytics
… allows management accountants
to identify profitability trends
through real‐time dashboards.” 

CMA Knowledge

e) Risk mitigation and contingency
planning
The sensitivity and scenario work
show how vulnerable the business
is to downside. Use it to build
contingency plans: e.g., if  sales
drop by 10%, what will be the cash
shortfall? What actions will be
triggered?
Decide whether to maintain higher
liquidity buffers, reduce capex,
delay non-essential expenditures, or
reduce dividend payout to conserve
cash.
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4. Practical Checklist
for Finance
Professionals 5. Common Pitfalls to

Avoid
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f) Stakeholder communication &
credibility
Well-prepared CMA Data builds
credibility with banks / lenders. It
helps in negotiating better terms,
quicker sanctioning, improved
relationship.

Internally, the CMA report can be
used to communicate to the board,
investors, or management about
the financial health, strategy
alignment, risks and required
actions.
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Here’s a concise checklist you can
use when reviewing CMA Data for
strategic decision-making:
Gather data: Past 2–3 years history,
current year provisional, next 1–3
year projections.
Assumption review: Check growth,
margins, asset base, working capital
cycle.
Ratio analysis: Liquidity,
profitability, solvency, turnover.
Working capital & cash-flow stress
test: What if  things go wrong?
Scenario modelling: Base vs
pessimistic vs optimistic.
Benchmarking: Compare with
peers/industry norms and historical
trend.

Strategic implications: What does it
mean for debt, growth, working
capital management, cost control,
risk mitigation?
Action planning: Based on insights,
what strategic actions to prioritise
(e.g., Reduce inventory days,
renegotiate debt, delay expansion,
improve margins).

Monitoring & update: CMA Data
is not one-time. Update projection
assumptions periodically, compare
actual vs projected, revise strategy.

Communication: Use the analysis
to communicate with lenders,
board, management, and secure
buy-in for strategy.

Blindly accepting projections
without critiquing assumptions.
Ignoring working capital dynamics
and focusing only on profitability.
Not stress-testing the business in
adverse conditions.
Neglecting to compare actual
performance vs previous
projections (which banks pay
attention to).
Preparing CMA Data just to
satisfy a bank formality, instead of
using it as a strategic tool.
Not keeping the report updated –
outdated projections mislead
decision-making.
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