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Contact:  Rick Pfitzinger, 703-883-4380

NR-04-02 (03-26-04)
Farm Credit System Insurance Corporation 

Announces Adjustment in Insurance Premium Rates 

McLEAN, Va., March 26, 2004  —  The Farm Credit System Insurance Corporation (Corporation) Board of Directors announced an adjustment in the rate of insurance premiums charged on accrual loans held by Farm Credit System (System) institutions. 

The premium rate on accrual loans, which now stands at 10 basis points, will be reduced to 6 basis points beginning July 1, 2004.  The Board also approved maintaining the rates at 25 basis points for nonaccrual loans and at zero basis points on government guaranteed loans for the second half of the year.  Once again, the Board decided not to grant an additional reduction for GSE-guaranteed loans.  In September, the Board will meet again to review premium rates for 2005 and consider adjustments, if warranted.

The Board’s semiannual review is based on an assessment of:  the Insurance Fund’s current level and growth projections; any potential Insurance Fund losses; the financial condition of the System; the outlook for the agricultural economy; and risk in the financial environment. 

The law defines the secure base as 2 percent of the level of insured debt outstanding at System banks.  The Insurance Fund finished 2003 slightly above the secure base amount, at 2.006 percent or approximately $5 million higher than the secure base amount.  

- more -

This marks the first time the Insurance Fund closed the year at the secure base amount and the first time an excess fund balance of approximately $39.9 million has been allocated to the Allocated Insurance Reserve Accounts (AIRAs).  Funds in AIRAs are retained for eventual distribution to System banks and institutions that purchased stock from the Farm Credit System Financial Assistance Corporation.

“The System remains healthy overall with another year of strong earnings,” said Corporation Chairman Douglas L. “Doug” Flory.  “System institutions have continued to build capital and strengthen themselves to ensure their ability to meet agriculture’s credit needs,” he said.

A three-member board of directors, comprised of the members of the Farm Credit Administration Board, manages the Corporation.  Besides Chairman Flory, Nancy C. Pellett and Michael M. Reyna serve as members of the Board.







###

The Farm Credit System Insurance Corporation (FCSIC), an independent U.S. Government-controlled corporation, ensures the timely payment of principal and interest on insured notes, bonds, and other obligations issued for Farm Credit System banks.

Note:  FCSIC news releases are available on the Internet.  Access the FCSIC Home Page on the World Wide Web at http://www.fcsic.gov.
