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I’m Sheila Bair, Chairman of the Federal Deposit Insurance Corporation.  

As we pass the one hundredth bank failure of 2009, the FDIC has been receiving more public inquiries about deposit insurance   and how it works.  I want to take this opportunity to reassure consumers that their insured deposits are absolutely safe.  In fact, as long as depositors are under the insurance limits, their money is fully protected no matter what happens.  This has been the case through each and every failure this year and will be the case   in the future.  Throughout the FDIC’s 75 year history, no insured depositor has every lost a penny of insured deposits and none ever will.

There are about 8200 banks in this country.  Some banks continue to face serious challenges, but the overwhelming majority will weather this economic storm.  There are many signs that our economy is recovering, and as the economy heals, so will the banking system.  Until the healing process is complete, there will be more bank failures. However, the number of failures we are experiencing is significantly lower than those the FDIC has handled during past crises.  

For instance in 1989 during the height of the so called S&L crisis 534 institutions were closed.

Depositors should understand that the chances of their bank failing are low, and even if their bank does fail, depositors have nothing to worry about. The FDIC fully guarantees their insured deposits and provides them with uninterrupted access to their money.  For the insured depositor, a bank failure is a non-event.

People sometimes ask about our financial resources and where we get the money we need to protect depositors.  Our resources come from insurance premiums which are paid by the banking industry.  We also have substantial authority to borrow from the US Treasury Department should the need arise.  We are the government and our insurance guarantee is backed by the full faith and credit of the United States government.  In short, we cannot run out of money.

Bank failures do cost money and those costs have recently been high. While our industry funded reserves have declined, our resources run deep.   At the end of the second quarter, our total reserves stood at over $42 billion. We review the adequacy of those reserves every quarter and make adjustments as warranted. Based on our cost projections, we have asked that the banking industry prepay three years worth of insurance premiums, which will bring in another $45 billion by the end of the year. Our current projections indicate that this should be more than ample to cover the costs of expected failures.  But as I said, we also have the ability to borrow from Treasury. 

Indeed, we have the ability to immediately access up to $500 billion from our Treasury line.  I do not anticipate having to use this line of credit, but if we did, those monies would be timely repaid through assessments on the banking industry.  The FDIC has always relied on banks – not taxpayers – to make good on its obligations.

I encourage anyone with questions about deposit insurance coverage to learn more by going to the FDIC’s Electronic Deposit Insurance Estimator...or EDIE… at: myFDICinsurance.gov.  

Let me say again, no insured depositor has ever lost a penny of insured deposits – and none ever will.  The FDIC was created specifically for times like these.  Our resources are strong.  Your insured deposits are absolutely safe.  

Thank you.

