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Abstract
Does growing commercial-bank reliance on Federal Home Loan Bank (FHLBank) advances increase expected losses to the Bank Insurance Fund (BIF)? Our approach to this
question begins by modeling the link between advances and expected losses. We then quantify the effect of advances on default probability with a CAMELS-downgrade model.
Finally, we assess the impact on loss-given-default by estimating resolution costs in two scenarios: the liquidation of all banks with failure probabilities above two percent and the
liquidation of all banks with advance-to-asset ratios above 15 percent. The evidence points to non-trivial increases in expected losses. The policy implication is that the FDIC
should price FHLBank-related exposures.

Keywords: Deposit-insurance pricing, Federal Deposit Insurance Corporation (FDIC), Federal Home Loan Bank (FHLB), moral hazard, secured funding

JEL Classification: G21, G28, K23

Suggested Citation

Show Contact Information

52 References

1. Lisa K Ashley , ; Elijah Brewer , Iii; , Nancy E Vincent
Access to FHLB Advances and the Performance of Thrift Institutions
Federal Reserve Bank of Chicago, Economic Perspectives (Second Quarter , p. 33 - 52 Posted: 1998

2. Sheila C Bair
Is the Federal Home Loan Bank Forsaking its Roots?" Fannie Mae Working Paper Posted: 2003-06

3. Rosalind L Bennett
Background Paper: Loss-given-default for the Model of the Distribution of Losses to the Deposit Insurance Funds Posted: 2003

4. Allen N Berger , M Sally , Mark J Davies , Flannery
Comparing Market and Supervisory Assessments of Bank Performance: Who Knows What When?
Journal of Money, Credit and Banking , volume 32 , p. 641 - 667 Posted: 2000

Crossref (https://doi.org/10.2307/2601200)





Download This Paper (Delivery.cfm/SSRN_ID765604_code369269.pdf?abstractid=765604&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID765604_code369269.pdf?abstractid=765604&mirid=1&type=2)

We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,
improve, and personalize our content and your digital experience. For more information, see our Cookie
Policy (https://www.elsevier.com/legal/cookienotice)

Cookie Settings Accept all cookies

https://www.ssrn.com/
https://papers.ssrn.com/sol3/ShoppingCart.cfm
https://www.ssrn.com/index.cfm/en/subscribe/
https://hq.ssrn.com/submission.cfm
https://papers.ssrn.com/sol3/DisplayJournalBrowse.cfm
https://blog.ssrn.com/
https://www.ssrn.com/index.cfm/en/contactus/
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID765604_code369269.pdf?abstractid=765604&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID765604_code369269.pdf?abstractid=765604&mirid=1&type=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=328221
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=341784
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=369269
https://doi.org/10.2307/2601200
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID765604_code369269.pdf?abstractid=765604&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID765604_code369269.pdf?abstractid=765604&mirid=1&type=2
https://www.elsevier.com/legal/cookienotice


SSRN Quick Links

SSRN Rankings

Load more

0 Citations

Fetch Citations

Do you have a job opening that you would like to promote on SSRN?

2  Citations

52  References

Related eJournals

Recommended Papers

Comparing Market and Supervisory Assessments of Bank Performance: Who Knows What When? (https://papers.ssrn.com/sol3/papers.cfm?
abstract_id=121651&rec=1&srcabs=765604&pos=1)
By Allen N. Berger (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2141), Sally M. Davies (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=15773), ...

Equity and Bond Market Signals as Leading Indicators of Bank Fragility (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=318359&rec=1&srcabs=765604&pos=2)
By Reint Gropp (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=56868), Jukka M. Vesala (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=86557), ...

Equity and Bond Market Signals as Leading Indicators of Bank Fragility (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=357901&rec=1&srcabs=765604&pos=3)
By Reint Gropp (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=56868), Jukka M. Vesala (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=86557), ...

View more 

Place Job Opening (https://www.ssrn.com/index.cfm/en/Announcements-Jobs/)

Paper statistics

DOWNLOADS 248

ABSTRACT VIEWS 1,941

RANK 179,880

PlumX Metrics

(https://plu.mx/ssrn/a/?
ssrn_id=765604)

Real Estate eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1492470)

 Follow 



Feedback 

Submit a Paper  (https://hq.ssrn.com/submission.cfm)





https://papers.ssrn.com/sol3/papers.cfm?abstract_id=121651&rec=1&srcabs=765604&pos=1
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2141
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=15773
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=318359&rec=1&srcabs=765604&pos=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=56868
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=86557
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=357901&rec=1&srcabs=765604&pos=3
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=56868
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=86557
https://www.ssrn.com/index.cfm/en/Announcements-Jobs/
https://plu.mx/ssrn/a/?ssrn_id=765604
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1492470
javascript:void(0);
https://hq.ssrn.com/submission.cfm


About SSRN

 (https://www.facebook.com/SSRNcommunity/)
 (https://www.linkedin.com/company/493409?

trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3
 (https://twitter.com/SSRN)

(http://www.elsevier.com/)

(http://www.relx.com/)

 (https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true)









Copyright (https://www.ssrn.com/index.cfm/en/dmca-notice-policy/)  Terms and Conditions (https://www.ssrn.com/index.cfm/en/terms-of-use/)
Privacy Policy (https://www.elsevier.com/legal/privacy-policy)

All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and
similar technologies. For all open access content, the Creative Commons licensing terms apply.

We use cookies to help provide and enhance our service and tailor content.

To learn more, visit Cookie Settings. 

https://www.facebook.com/SSRNcommunity/
https://www.linkedin.com/company/493409?trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3A0
https://twitter.com/SSRN
http://www.elsevier.com/
http://www.relx.com/
https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true
https://www.ssrn.com/index.cfm/en/dmca-notice-policy/
https://www.ssrn.com/index.cfm/en/terms-of-use/
https://www.elsevier.com/legal/privacy-policy

