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FCSIC Board Increases Insurance Premium Rates in Response to System Growth


McLEAN, Va. — Citing substantial growth in insured debt outstanding, the Farm Credit System Insurance Corporation (Corporation) Board of Directors announced an increase in the rate of insurance premiums charged on accruing loans held by Farm Credit System (System) institutions.  Growing concern about low commodity prices for agriculture was another factor cited for the increase.

The Corporation is raising the rate from 3 basis points to 9 basis points on accruing loans for the period January 1 through June 30, 1999.  The premium rate on nonaccrual loans remains at 25 basis points and zero on government-guaranteed loans.  

“The growth in insured debt, 9 percent in 1998, was greater than the growth of the Insurance Fund,” said Corporation Chairman Michael Reyna.  “The growth resulted in the Insurance Fund dropping slightly below the statutory 2 percent secure base amount,” he added.  Reyna explained the secure base amount is a moving target affected by growth in System debt outstanding.  At yearend, the Insurance Fund balance was $1.26 billion.

“Increasing the premiums should provide for reaching the secure base again and also may allow a small cushion for additional growth in insured debt for 1999,” Reyna said.  He noted the Board believes the System will continue to grow in 1999 at a rate that is greater than the 6 percent average growth for the last four years.  

Reyna also said that during the latter half of 1998, several institutions experienced increases in nonperforming loans.  He noted the System’s nonperforming assets compared to total loans and other property owned increased to 2.1 percent at yearend 1998 from 1.4 percent at yearend 1997.  Reyna added that other institutions expect deterioration later this year due to continued low commodity prices and poor export markets for System borrowers.
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“The Corporation will review premium rates again shortly after mid-year,” Reyna said.  He noted 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 Reyna, 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.

