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Protecting Your Deposits

For more information on the Deposit Protection Scheme contact:

Recoveries
Globally, deposit insurers have different roles and powers when it 
comes to resolving a failed bank including having the power to 
turnaround the institution by injecting fresh capital and in 
circumstances where the institution cannot be resuscitated, 
liquidation is employed as a last resort. 
In jurisdictions where subrogation is applicable, deposit insurers are 
subrogated up to the amount they would have paid depositors on 
behalf of the insolvent institution. 
As a rule, notwithstanding the resolution strategy chosen, the deposit 
insurer should use the least cost method available and try to 
maximize recovery for the benefit of depositors and minimize losses 
to the deposit protection fund.

Set-off and Netting 
The legal framework governing set-off rights and contractual netting 
should be clear, transparent and enforceable during a crisis or 
resolution of failed contributory institutions, and should not hamper 
the effective implementation of resolution measures.

Safeguards
Resolution powers should be exercised in a way that respects the 
hierarchy of claims while providing flexibility to depart from the 
general principle of equal treatment of creditors of the same class, 
with transparency about the reasons for such departures.
Creditors should have a right to compensation where they do not 
receive at a minimum what they would have received in a liquidation 
of the firm under the applicable insolvency regime (“no creditor worse 
off than in liquidation”).
Directors and officers of the firm under resolution should be protected 
in law (for example, from law suits by shareholders or creditors) for 
actions taken when complying with decisions of the resolution 
authority.

Framework for Cross-Border Cooperation
In situations where banks operate a subsidiary or branch in another 
country, deposit insurers or resolution authorities in these respective 
jurisdictions should have a formal agreement on resolving such 
institutions in the event of a bank failure.  
The formal agreement may contain information clearly specifying the 
roles, responsibilities of the respective parties, setting out what 
information is to be shared and by whom, stressing on the need to 
respect confidentiality of information at all times.


