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Farm Credit System Insurance Corporation Announces


Plans to Reduce Insurance Premium Rate by 75 Percent








	McLEAN, Va. — The Farm Credit System Insurance Corporation (Corporation) Board of Directors announced that it will reduce the rate of insurance premiums charged on accruing loans held by Farm Credit System (System) institutions from 12 basis points to 3 basis points.  


	The rate adjustment will be for the period January 1 through June 30, 1998.  The premium rate on nonaccrual loans remains at 25 basis points and zero on government-guaranteed loans.


	“We estimate that the 75 percent premium rate reduction will result in a cost reduction for System institutions of between $24 million and $25 million for the first six months of 1998,” said Corporation Chairman Doyle L. Cook.


	The Corporation Board also eliminated the 7.5 basis point floor for premiums in the Corporation’s Policy Statement on Insurance Premium Adjustments, which required the Corporation to collect at least that much on accruing loans until the Insurance Fund reaches the secure base amount.





						- more -


	 


	“The Corporation’s Board decided to eliminate the premium floor because the Insurance Fund is close to achieving the secure base amount,” Cook said.  “At the current level of growth 


in the System’s insured debt, the 7.5 basis point premium floor would have resulted in the Corporation’s collecting substantially more than we project will be necessary to reach and maintain the secure base amount of 2 percent of insured obligations,” Cook explained.


	“The 2 percent secure base amount is a moving target affected by growth in the System’s debt outstanding,” Cook said.  “At mid-year we will look at the factors outlined in our policy statement again to determine whether further adjustments should be made,” he added.


	The policy statement on adjustments to the insurance premiums provides for a review to be conducted at least semiannually and sets out five factors the Board will consider in determining whether to adjust premiums.  The five factors are the level of the Insurance Fund relative to outstanding insured debt obligations, any projected losses to the Insurance Fund, the condition of the Farm Credit System, the health of the agricultural economy, and any risks in the financial environment.


	The Corporation is managed by a three-member board of directors composed of the members of the Farm Credit Administration Board.  In addition to Chairman Cook, Marsha Pyle Martin and Ann Jorgensen serve as members of the board.


- 30 -


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





