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FSCS protection has more than doubled since the financial crisis
Two thirds of consumers trust banks and building societies
knowing FSCS is there to protect them
Today (14 September) marks ten years since the Bank of England’s announcement of
emergency liquidity support for Northern Rock. What followed was the first run on a bank in
more than 100 years.
The news caused concern amongst members of the public, with images of queues at
Northern Rock branches beamed around the world. The run on Northern Rock was one of
the early signs of the financial crisis that would hit the UK about a year later.
At the time the rules governing compensation for deposit takers were very different to those
in place today. In 2007, only the first £2,000 of savings were protected in full, while 90% of
the next £33,000 would also be paid back in the event of an authorised financial institution –
such as Northern Rock – failing. This meant many people would lose money if a bank failed.
Today each individual enjoys full protection up to £85,000 of their deposits per authorised
deposit-taking institution.
This means the £85,000 level of guaranteed protection available from FSCS – which
protects 98% of the population – has risen by around 168% over the last decade.
Research shows that 82% of consumers said they felt reassured knowing FSCS exists,
while 62% said they trust banks and building societies knowing that FSCS would protect
them if they fail.
Meanwhile FSCS has invested to ensure that it can pay valid claims quicker and more
efficiently. In 2007, it took up to three months to process a claim following the collapse of a
bank, building society or credit union, whereas today people will receive their money back in
seven days or fewer. The process is now automatic and money is paid directly to consumers
without the need for them to complete any forms. So people get their money back in full, up
to the limit without having to lift a finger.
Mark Neale, FSCS Chief Executive, said: “For many people in the UK, the financial crisis
began with the events of 14 September 2007. At FSCS we had first-hand experience of what
this meant for those members of the public caught up in these extraordinary events. Even
though we had no direct role with Northern Rock, in the week commencing 17 September
2007 our contact team recorded an increase in deposit-related queries of over 1,000%
compared to only a few weeks before.
“Our role in helping members of the public throughout the crisis accelerated from this point
on. In 2008/09 we made payments totalling nearly £20 billion to protect consumers from
bank and building society failures, with the cost of Bradford & Bingley’s eventual failure
resulting in payments of £15.75 billion.
“Public trust in the banking system is essential for the economy to function. FSCS will
continue to make improvements to our systems so we are ready to respond if another major
failure should occur. Consumers should be reassured that in the event of a future failure,

FSCS will protect them and ensure that they automatically receive their money back in
seven days or fewer.”
-EndsFor more information call Angus Wood at Hanover Communications on 07771 332302 or
fscs@hanovercomms.com.
Notes to editors
1. FSCS is the UK's statutory compensation scheme for customers of authorised
financial services firms. FSCS is funded by the financial services industry and
protects investment business, deposits, home finance – mortgage – advice, and
general insurance and insurance broking. FSCS can pay for financial loss if a firm
cannot pay claims against it. We are independent, and do not charge individual
customers for using our service.
2. Before FSCS can declare a bank, building society or credit union in default and pay
compensation to its customers, it must be satisfied the firm cannot repay deposits
because of its financial circumstances, and has no current prospect of being able to
do so.
3. The findings about the reassurance provided by FSCS are from a survey of 2,038
people across the UK carried out by Populus on 11-12 January 2017. 82% of
consumers said they felt reassured knowing FSCS exists (question one), while 62%
said they trust banks and building societies knowing that FSCS would protect them if
they fail (question four). A full copy of the research is available on request.
4. The FSCS compensation limit increased to £85,000 on Monday 30 January 2017.
The Prudential Regulation Authority ran a consultation on this increase throughout
November and December 2016. The decision was taken to raise the limit as the
value of the pound has decreased in the last 12 months and the limit is fixed by
reference to €100,000 under the European Deposit Guarantee Scheme Directive.
FSCS’s compensation limits were set by the FSA in 2007, just as it is now set by the
PRA, and FSCS has no authority over setting them.
5. In the w/c 27 August 2007, FSCS received 86 deposit-related queries across emails,
letters and phone calls. This rose to 1,068 enquiries in w/c 17 September 2007, an
increase of over 1,000%.
6. Further details of the 2008/9 payments can be seen at pages 19 and 20 of
http://researchbriefings.files.parliament.uk/documents/SN04466/SN04466.pdf
7. For more information on FSCS, please visit www.fscs.org.uk. To access the portal,
please visit https://claims.fscs.org.uk

