For Immediate Release



Contact:  Alan Glenn, 703-883-4380

NR-98-03 (08-12-98)

FCSIC to Maintain Insurance Premium Rates for Second Half of Year


McLEAN, Va., August 11 — The Farm Credit System Insurance Corporation (Corporation) Board of Directors voted today to maintain the insurance premium rates charged on loans held by Farm Credit System (System) institutions for the period July 1 to December 31, 1998.

Earlier this year, as the Insurance Fund was approaching the secure base amount, the Corporation Board of Directors reduced the premium rates by 75 percent to 3 basis points for accrual loans, 25 basis points for nonaccrual loans, and zero for Government-guaranteed loans.  In addition, it eliminated the 7.5 basis point premium floor.  The secure base amount is defined by law as 2 percent of the level of insured debt issued and outstanding at System banks.

 “Recent growth in insured debt outstanding has outstripped growth in the Insurance Fund, even considering the effect of insurance premium accruals for the first half of the year.  This was the most significant issue underlying our decision to maintain insurance premium rates,” said Corporation Chairman Doyle L. Cook.
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“While the overall health of the System remains sound, we did consider recent reports on commodity prices and trends for the agricultural economy which have not been favorable,” Cook said.  “We believe our action to maintain the premium rates is in the best interest of the System and its investors.”

During the first half of 1998, Systemwide debt outstanding grew approximately 4 percent.  This growth resulted in the Insurance Fund dropping below the 2 percent secure base amount required by law to 1.97 percent at June 30.


“The 2 percent secure base amount is affected by growth in System debt outstanding,” Cook said.  “We believe that maintaining the premium rates will provide for reaching the secure base amount again and also may allow a small cushion for additional growth in insured debt from June 30 levels.”


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 will review premium rates again at yearend.


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.
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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.

