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How large should the
insurance fund be?

e The appropriate size of the
Insurance fund depends on

—the overall level of risk In the
banking industry, and

—the desired amount of taxpayer
protection



How large should the
insurance fund be?

e Through most of the FDIC's history, the size of the
iInsurance fund (as measured by the reserve ratio)
was not fixed by law or regulation

e From the establishment of the FDIC through the
mid-1960s, the reserve ratio fluctuated around
levels that were high compared to recent levels

e Beginning in the late 1960s, the reserve ratio
trended downwards, and was briefly reported to be
negative at the start of the 1990s, before rising
again in recent years

e |n 1989, Congress established a target of 1.25%
for the reserve ratio






