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Evaluation of DIF Sufficiency
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2 preliminary remarks
S

- DI Fund should be sufficient
for serious difficulties in banking sector
but not for systemic banking crisis

- Under certain conditions maintaining negative
balance of DIF can be more reasonable than
extraordinary financing of DI Fund
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2 basic methods
of evaluation of DIF sufficiency
]

1. On the basis of Expert Opinion Target Reserve
Ratio
Ideas of some respected experts about
«margin of safety» which the DIF should have

2. On the basis of risk analysis
Estimation of probability of default (PD)
of member banks
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Evaluation of DIF sufficiency

on the basis of risk analysis
o]

3 conceptually important issues:

- Estimation of Expected and Unexpected
Losses of DI Fund

- DI reimbursement in the biggest banks

- Orientation on implied level of financial
stability of DIS
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Estimation of Expected and
Unexpected Losses of DI Fund

Using Value-at-Risk indicator
according to Basel principles

CL=EL+ UL

CL - Covered Losses
EL - Expected Losses
UL - Unexpected Losses
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DI reimbursement
In the biggest banks

Methodology for determining the list of
“too big to fail” banks should be developed

These banks should be excluded from the basis
of estimation of DI Fund sufficiency
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Concept of implied level

of financial stability of DIS
]

A general indicator of financial stability
IS a credit rating

For Deposit Insurer it should be a modeling
or so-called “implied” credit rating

Implied rating can be assigned by mapping
procedure, which gives the correspondence
between credit ratings and values of PD



Correlation of credit rating and historical frequency of default



