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Chairman’s Statement

ALSO IN THIS ISSUE

By David Hall, Chairman
Welcome to this edition of Outlook. We address not just funding but the
current matters of interest for levypayers. As usual, this issue contains
important information about the 2011/12 levy, as well as details of the expected
compensation costs and our assumptions about claims over the coming year.
It also provides an update on the interim levy raised in the New Year.
The FSCS Board has confirmed the annual levy for 2011/12 at £217m. This is
£23m less than the £240m (including base costs) announced in the Plan and
Budget 2011/12. Mark Neale explains in his report how this number has been
arrived at.
In settling our levy for 2011/12, the FSCS Board has been very conscious of
the impact our levies have on the businesses that must pay them, and
recognises that our levies can be difficult at these times. This impact was
well illustrated by the interim levy which the FSCS raised this January to meet
the costs of Keydata and other investment failures.

Chief Executive’s summary
The levy
Recoveries
Welcome Financial Services
Update on Consumer Awareness

The Board has drawn three conclusions from these events.
The first is that the FSCS remains essential to maintaining confidence in the
financial services industry and is fit for purpose. The Keydata case underlines
the need for a responsive compensation fund which can come to the rescue of
consumers who would otherwise lose a significant amount of money. The Board
is fully satisfied that the FSCS is meeting its obligations to Keydata investors.
The second conclusion is the need for the FSCS to communicate effectively
with the industry about the costs of failure so that businesses liable to pay
levies have as much advance warning as possible. The Board believes that the
publication of Outlook and regular quarterly meetings between the FSCS and
the Trade Bodies play a valuable role in this respect, but that we should
consider what more we and the industry can do to flag such liabilities early,
without causing undue concern.
Because the FSCS’s funding structure will need to be consistent with European
requirements, the third conclusion is the importance of the FSA completing a
review of our funding arrangements as soon as it is clear whether impending EU
legislation on deposit and investment protection is going to provide for a prefunded approach or allow a continuation of our current “pay as you go” levies.

David Hall, Chairman
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Chairman’s Statement contd.
The impact of the review on other sectors even if not subject to European legislation is also important. Once the consultation opens, we
encourage all firms interested in the FSCS’s funding model to join in the debate.
There is no one right answer to the funding issues raised by Keydata. The costs of failure must be pooled across the industry if the FSCS
is to meet its obligations to consumers, and those costs can in turn be re-distributed, but not reduced or avoided. The FSCS and the FSA
recognise however the importance of taking into account the widest range of industry views and settling a future approach to funding
which commands the widest possible support.
Finally, although we appreciate that the general increase in the FSCS general levy compared to 2010/11 will be difficult for many firms,
we have to raise levies to meet the compensation costs of claims as they fall due, in accordance with our rules. However, we remain
committed to maintaining a regular dialogue with the industry about our work and our funding requirements. We have discussed our levy
requirements in detail with the trade organisations and thank them for their input and commitment to the consumer protection we provide.
They have made us alive to the consequences of levies on firms at this time. The FSCS remains committed to transparency with firms.

Chief Executive’s summary
The FSCS plays a vital role in protecting consumers when firms fail. This contributes
to consumer confidence and financial stability. We cannot deliver this role without the
support and funding of the industry.
The 2011/12 annual levy we outline in this edition of Outlook represents our estimate
of the potential costs of protecting consumers and is down by £23m from our initial
estimate in the Plan and Budget 2011/12. With the exception of the Life and Pensions
Intermediation sub-class, the proposed levy for each sub-class either remains the
same, or has been reduced. Our levies are based on projections of the number and
value of claims that we expect to pay in 2011/12. Before we set the final levy, we
review all of our assumptions and claims figures.
You’ll find details of the impact of the levy on each sub-class on page 8.
Following the announcement of the interim levy of £326m in January, we received a
number of questions from firms. Many of the questions related to the tariff measures
used to allocate the levy between firms. To assist firms we published an open letter,
jointly with the FSA, setting out the background to the interim levy, and providing
information about tariff data. We have provided some further information on page 9,
and the full letter can be found in the industry news section on the FSCS website.

Mark Neale, Chief Executive

Many firms will have read that following the interim levy, we have reached an agreement in principle with a major firm for recoveries of the
costs of compensation paid to Keydata investors. We had been working on, and have now finalised, the principles governing the allocation
of recoveries we make in respect of the interim levy, and have provided further information about this on page 10. The FSCS will vigorously
pursue further recoveries wherever it is cost-effective to do so.
Alongside our work to compensate consumers in 2011/12, we continue to improve the way we work. We are committed to increasing
efficiency and to managing better the peaks and troughs in our work. The key to this is our use of out-source partners to handle the
great majority of claims we receive, enabling us to flex our capacity and costs quickly in response to fluctuations in our workload. To
support this business model, we will invest significantly in our IT infrastructure in the year ahead.
One case that illustrates our drive to mitigate costs to levypayers is the innovative arrangement that we negotiated with Welcome
Financial Services Limited. The payments which are made by the firm to the FSCS as part of this agreement will ensure that the levy
payer is in a much better position than would otherwise be the case if the firm had entered into a formal insolvency. Although we expect
to receive significant volumes of claims, we have not included any costs for Welcome Financial Services Limited in the levy. In addition,
we shall be using Welcome as our agents for handling claims while remaining in full control of the process and outcomes.
We should also note that the FSCS now has the capacity in place to pay out quickly to depositors in a failed bank, building society or
credit union. We have already used this capability in 2011 to resolve three Credit Unions failures, paying out relevant depositors within
the seven day target.
The investments we are making in our organisation reflect our ambition to be more responsive, efficient, and effective for the levy payer
and the consumer.
Lastly, as many of you are aware, the FSCS launched its consumer awareness programme in January 2011 following previous consultations
and commitments by the FSCS and the Tripartite authorities. The programme was developed with wide input from industry and consumer
representation on our advisory panel. In addition, widespread support has been building within the industry, with firms ranging from
deposit takers to insurance companies and IFA networks supporting the programme. You’ll find our update on the programme on page 12.
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Table 1: proposed final levies for 2011/12

The £217m levy that we propose
for this year is £23m less than the

Levies payable

indicative levy we announced in
the FSCS Plan and Budget 2011/12,
and for all but one sub-class either
remains the same, or has been
reduced. The details are included
below.
•

The levy for the Life and Pensions
Intermediation sub-class has
increased following up-to-date
analysis identifying a larger
proportion of claims from life and
pensions intermediation activities.

2011/12
proposed
final levy £m

Proposed annual 2011/12 levy:
all relevant classes / sub-classes

2011/12
indicative
levy £m

217.0

240.0

Specified Deposit Defaults (SDD)
interest for 2010/11 (estimate)

336.2

336.6

B&B loan - Interest on validation
adjustments

4.4

Deposits:

Total

340.6

Proposed levies for 2011/12

557.6

576.6

Table 2: 2011/12 proposed final levy compared with indicative levy in the Plan and
Budget 2011/12
Proposed final levy and initial
indicative figures, compared
Sub-class

Proposed levy

Plan & Budget –
initial indicative levy

Change: Increase /
(reduction) in funding

£m

£m

£m

6

6

0

SB01 General Insurance Provision

50.5

54

-3.5

SB02 General Insurance Intermediation

69.5

93.5

-24

0.5

0.5

0

21.5

10.5

11

0

0

0

34

40

-6

SE01 Home Finance Provision

-

-

0

SE02 Home Finance Intermediation

1

1.5

-0.5

34

34

0

217

240

-23

SA01 Deposit

SC01 Life & Pensions Provision
SC02 Life & Pensions Intermediation
SD01 Investments Fund Management
SD02 Investments Intermediation

Base costs
Total levy amount
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Base Costs
Base costs are defined in the rules as management
expenses that are not dependent on the level of
claims. These are charged to firms by reference to
their FSA periodic fees. The base costs include:
the senior management team and a proportion of
other non-claims staff, with related accommodation,
depreciation, IT and other overheads, and all
strategic change investment costs. It also included
consumer awareness.
In total, base costs will amount to £29m for 2011/12
(compared to £29.7m announced in the Plan and
Budget 2011/12). In addition, £4.6m extra in respect
of 2010/11 (relating primarily to unforeseen system
costs for Faster Deposit Payout) will be collected in
2011/12 (compared to £4m announced in the Plan
and Budget 2011/12). Therefore, the total indicative
base costs levy of £34m, announced in the Plan and
Budget 2011/12, remains unchanged.
The updated base costs levy (which is allocated to
FSA fee blocks) is as follows:

Table 3: Final 2011/12 base costs levy compared with indicative base costs levy in the
Plan and Budget 2011/12
2011/12 final
base costs levy

2011/12
indicative levy

Difference

£m

£m

£m

1.4

1.4

0.0

10.3

10.9

-0.6

A000

Minimum fee

A001

Deposit takers

A002

Home finance providers

0.8

0.6

0.2

A003

General insurance

2.6

2.9

-0.3

A004

Life insurance

3.9

4

-0.1

A006

Society of Lloyd’s

0.1

0.2

-0.1

A007

Fund managers

2.4

2.5

-0.1

A009

Operators/trustees CIS

0.5

0.5

0.0

A010

Firms dealing as principals

2.5

2.6

-0.1

A012

Advising /arranging (holding client money)

2.3

1.5

0.8

A013

Advising /arranging (not holding client
money)

3.1

3.3

-0.2

A014

Corporate finance

0.7

0.7

0.0

A018

Home finance mediation

1.1

0.6

0.5

A019

General insurance mediation

2.3

2.5

-0.2

34.0

34.0

Total
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Compensation Costs
As outlined in the Plan and Budget 2011/12, the FSCS projects total compensation costs forward to 30 June each year to reflect the fact
that our annual levy invoices we raise only become payable from July. Therefore, the element of our levy which covers compensation costs
includes the period from 1 July to 30 June, with compensation costs arising in the first quarter of the 2011/12 financial year funded by the
annual and interim levies raised in 2010/11.
Our updated projected compensation costs for the period to 30 June 2012 (after taking into account adjustments for expected recoveries
for the same period) by class and sub-class are shown in table 4. The fund balances at 1 April 2011 are also shown.

Table 4: Updated projected compensation costs for the period to 30 June 2012 and
fund balances at 1 April 2011
Updated projected
compensation costs

Projected
Compensation
costs in Plan and
Budget 2011/12

Difference

Fund
balances at
1 April 2011

Sub-class

£m

£m

£m

£m

SA01 Deposit

2.3

2.4

-0.1

5.4

SB01 General Insurance Provision

96.9

93.0

3.9

48.4

SB02 General Insurance Intermediation

71.3

92.4

-21.1

12.4

0.0

0.0

0.0

0.2

SC02 Life & Pensions Intermediation

18.9

11.4

7.5

2.2

SD01 Investments Fund Management

0.2

0.0

0.2

1.4

95.6

93.2

2.4

67.8

-

-

-

-

0.5

0.6

-0.1

0

285.7

293.0

SC01 Life & Pensions Provision

SD02 Investments Intermediation
SE01 Home Finance Provision
SE02 Home Finance Intermediation
Total

137.8
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Tables 5a and 5b: updated claims and decisions assumptions for 2011/12 by
sub-class compared with figures published in the Plan and Budget 2011/12
Sub-class

Sub-class
code

Decisions
assumptions
2011/12

New claims
assumptions 2011/12

Deposits

SA01

4,000

4,000

General Insurance Provision

SB01

0

0

General Insurance Intermediation

SB02

13,400

14,600

Life and Pensions Provision

SC01

0

0

Life and Pensions Intermediation

SC02

2,968

3,511

Investment Fund Management

SD01

0

0

Investment Intermediation

SD02

3,568

6,454

Home Finance Intermediation

SE02

360

360

24,296

28,925

Plan and Budget claims
assumptions 2011/12

Plan and Budget
decisions assumptions
2011/12

Total exc Insurance payments

Sub-class

Sub-class
code

Deposits

SA01

4,000

4,000

General Insurance Provision

SB01

0

0

General Insurance Intermediation

SB02

20,004

20,004

Life and Pensions Provision

SC01

0

0

Life and Pensions Intermediation

SC02

2,536

3,019

Investment Fund Management

SD01

0

0

Investment Intermediation

SD02

4010

6,841

Home Finance Intermediation

SE02

360

360

30,910

34,224

Total exc Insurance payments
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Tables 6a and 6b: updated claims and decisions
assumptions for 2011/12 by product type
compared with figures published in the
Plan and Budget 2011/12

Product

Updated
claims
assumptions
2011/12

Updated
decisions
assumptions
2011/12

Mortgage Endowments

2,296

2,839

Investments (inc Splits,
Stockbrokers etc)

4,000

6,886

240

240

4,000

4,000

13,400

14,600

360

360

24,296

28,925

Pensions & FSAVCs
Deposits - exc Bank failures
Insurance Intermediaries
Mortgage Advisors
Total exc Insurance payments

Product

Plan and
Budget
claims
assumptions
2011/12

Plan and
Budget
decisions
assumptions
2011/12

Mortgage Endowments

2,296

2,779

Investments (inc Splits,
Stockbrokers etc)

4,010

6,841

240

240

4,000

4,000

20,004

20,004

360

360

30,910

34,224

Pensions & FSAVCs
Deposits - exc Bank failures
Insurance Intermediaries
Mortgage Advisors
Total exc Insurance payments
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How the levy impacts on
each sub-class
The 2011/12 annual levy has been agreed by the Board at £217m.
We set out below what the levy means for those sectors or sub-classes
that have seen a significant change in the proposed levy compared to
the indicative levy announced in the Plan and Budget 2011/12.
•

The General Insurance Intermediation sub-class 2011/12 annual
levy has decreased from £93.5m to £69.5m. Following general
trends in the market, volumes of PPI claims are continuing to
increase significantly. Despite this, we have revised our “most
likely” claims assumptions downwards from the 20,000
announced in the Plan and Budget. We now expect new claims
to be around 13,400 in 2011/12. This is based on our current
experience of claims volumes, which suggests the increase is
less steep than previously assumed.

•

The 2011/12 annual levy for the General Insurance Provision
sub-class has decreased from £54m to £50.5m and is for claims
relating to Chester Street, Independent Insurance Company
Limited, Builders Accident Insurance Limited (BAI), and Drake
Insurance Plc. A number of claims relating to BAI are currently
on hold pending a hearing to determine whether Mesothelioma
claims should be covered by the policies of a number of insurers
in solvent or insolvent run off. The matter will be concluded at the
Supreme Court in December 2011, and depending on the
outcome we may need to fund additional costs for these claims
in this financial year.

•

The Life & Pensions Intermediation sub-class levy for 2011/12
has increased from £10.5m to £21.5m. We have not allowed for
any major new defaults in the forecasts, but we do assume a
continuing flow of mortgage endowment and pensions
claims, consistent with recent experience. The increase in the
compensation costs, and hence the levy for this sub-class (SC02)
is based on a more up-to date analysis of claims paid to date in
2010/11, which showed a greater proportion of claims from life
& pensions intermediation activities (SC02), and not investment
intermediation activities (SD02) than in previous years.

•

The 2011/12 annual levy for the Investment Intermediation
sub-class has decreased from £40m to £34m. The claims
assumptions remain broadly unchanged from those announced
in the Plan and Budget 2011/12. No major defaults are allowed
for in our forecasts, but we do expect to continue to receive
stock broking and investment advice claims. The reason for
the reduced levy amount is the reallocation of costs to the
Life & Pensions Intermediation sub-class, as described above.

The levies for all other sub-classes have either remained the same,
or have not changed significantly.
Each year since 2008, the deposit takers sub-class has funded the
interest payment to HM Treasury. As usual, the amount due for the
2010/11 SDD loan interest levy will be confirmed early in the
summer and will be collected by 1 September 2011, to be paid to
HM Treasury on 1 October 2011. The current estimate is £336.2m.
The management expenses levy remains unchanged at £59m
(excluding specified deposit default expenses).

Levy impact on sub-class | Page 8
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How the FSCS decides if it needs
to raise an interim levy
The decision to raise an interim levy has to be made taking into account the
circumstances at the time. Whilst it is not therefore possible to state categorically
when we would raise an interim levy, the following guidance is relevant.
The FSCS would only expect to raise an interim levy where it has reasonable
grounds for believing that the funds available to it to meet relevant compensation
costs or management expenses for the period until the next levy is due are,
or will be, insufficient. The levy funding year runs from July to June, reflecting
the fact that the levy is not issued for payment before July. We cannot levy in
advance unless there is a reasonable expectation that we will have to deal with
claims in a particular sector.
We would not normally expect to raise an interim levy on any sub-class for an
amount of less than £10m, and would give careful thought to amounts up to
£20m, especially if the compensation became due close to the end of the levy
year. We would consider whether to borrow the necessary funds from our bank,
or another sub-class, and avoid the processing costs of an interim levy.
The FSCS does not take levy decisions either to trigger or avoid, or otherwise
affect, the cross-subsidy. The key purpose of the levy is to safeguard sufficient
funding for known or reasonably expected costs, applied as within the rules.

The 2010/11 interim levy and Keydata
On 24 January 2011, the FSCS raised an interim levy of £326m in respect of the
failure of firms in the Investment Intermediation sub-class, most notably relating
to claims in respect of Keydata/Lifemark products.
Generally, the FSCS will only pay compensation where it is satisfied that a failed
firm owes a liability to the claimant. In the case of Keydata/Lifemark, the FSCS
concluded that the marketing materials produced by Keydata to promote the
Lifemark products did not comply with the Financial Services Authority’s rules,
and announced at the end of November, that for the purposes of compensation,
these investments have no value in the hands of the investors. Once satisfied
that there are investors with eligible claims who have suffered financial losses,
the FSCS has a duty to promptly compensate eligible investors.

The interim levy was raised on firms in the
Investment Intermediation (SD02) and Investment
Fund Management (SD01) sub-classes. Investment
intermediaries can be levied up to £100 million
annually for compensation costs. As part of the
cross-subsidy arrangements investment fund
managers have been required to fund further
claims to the value of £233 million.

Resubmitting tariff data
Once a levy is raised, the FSA FEES rules outline
how that will be divided between each member of
the relevant sub-class. The tariff measure for both
the Investment Fund Management and Investment
Intermediation sub-classes is “annual eligible
income”. This is income relating to activities
falling within the Investment Fund Management or
Investment Intermediation sub-class (as appropriate)
in respect of compensatable business with, or for
the benefit of, eligible claimants.
For the annual and interim levy, firms have been
levied on the basis of the income figure that they
reported to the FSA at the year end for levies raised
in the 2010/11 year. The total industry aggregate
data used to calculate the interim levy in January this
year for the Investment Fund Management sub-class
amounted to £6,065 million and for the Investment
Intermediation sub-class it was £3,701 million.
This aggregate total amount for the Investment
Intermediation sub-class has reduced since the
annual levy was raised in June/July 2010.

Interim Levy | Page 9
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This is a result of firms either amending their tariff data for the relevant period
(as they have a right to apply to do under FSA rules); firms going out of business;
or the validation exercise the FSA undertook of certain firms data prior to the
invoices being raised in June/July 2010.
Firms have also resubmitted tariff data in the New Year. Any changes accepted
to the aggregate total income figure, as a result of firms resubmitting tariff data,
have to be reflected in the final allocation of the interim levy amount. However,
even if firms have submitted such requests, we reiterate that all firms with
interim levy invoices, in Investment Fund Management (SD01) and Investment
Intermediation (SD02) sub-classes, should make payment in accordance with
the FEES rules and the invoice terms i.e. within 30 days.
However, under FSA rules, firms may apply to amend their tariff data (under
the relieving provisions in FEES 2.3) up to two years after submission of the
original data. In so doing, firms must be able to satisfy the criteria included in the
rules, which allow for the FSCS to agree to remit or refund a levy where in the
exceptional circumstances of a specific case the FSCS considers that payment
of the levy would be inequitable. A poor estimate by the levy payer, when
providing the tariff data, is unlikely to amount to an exceptional circumstance.
By contrast, a mistake of fact or law may give rise to such a claim.
For those firms who choose to resubmit their tariff data, the FSCS, in
conjunction with the FSA, will consider all such requests under the FEES
Rules. To ensure consistent treatment between firms, it is proposed that all
such requests to resubmit data will be considered at about the same time.
As it may take some time before all such requests are received we cannot say
when this process will be completed, but plan to handle all requests that had
been received by 31 March 2011 in the first (and maybe only) batch. For the
avoidance of doubt, this date is for administrative purposes; it is not an
extension of time to resubmit data.

Issue 26 | April 2011

Recoveries
Following the interim levy, any recoveries in
respect of investment intermediation subclass claims funded from the 2010/11 levy
year will first be credited to the Investment
Fund Manager sub-class (SD01) in repayment
of the cross-subsidy.
This will apply to the “net” recoveries, after
deducting any costs incurred in pursuing
those recoveries. As the costs of pursuing
recoveries are “management expenses”, they
are initially to be funded from the Investment
Intermediation sub-class (SD02), but the costs
of recoveries will be met from the proceeds,
before any funds are paid to the Investment
Fund Management sub-class (SD01).
A full statement of the FSCS’s treatment
of recoveries arising from the 2010/11
compensation costs levy for the investment
funding class (SD01 and SD02) is available
on the FSCS’s website at www.fscs.org.uk/
industry/news/

If firms decide to resubmit their tariff data then they should contact the FSA
who will receive the resubmission on behalf of the FSCS.
An FSA/FSCS open letter to firms on the interim levy and tariff issues, which
provides more detail, is available on the FSCS website.

Tariff data | Page 10
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Specified deposit defaults (SDD)
interest costs
The SDD interest costs for 2010/11 (to be levied in 2011/12) is currently
estimated at £336.2m. Interest is charged at twelve months LIBOR plus 30
basis points, and this sum is based on borrowings outstanding and interest
rates prevailing at 1 March 2011.
In addition, £4.4m will be levied to cover the costs of interest on Bradford &
Bingley validation adjustment payments made in July and December 2009,
which were added to the loan, but are apart from the £15.65 billion principal sum.
The Scheme does not forecast or hedge interest rates and future costs could be
materially different from estimates. A 0.5% change in the rate affects the annual
interest cost by some £100m, and underlying assumptions about the amount of
principal can also change, depending on recoveries we may receive. Our actual
interest costs could therefore increase or decrease as a result. This is allowed
for by a significant Reserve Contingency within the £1bn Management
Expenses Levy Limit.
The current loan terms expire on 31 March 2012, and the FSCS is discussing
with HM Treasury the terms from next April and a repayment schedule for the
loans. We will inform the industry as soon as we can when future levies will be
due, how much they will be and on which class or sub-class they will fall.

Update on Welcome
Financial Services
The FSCS declared Welcome Financial Services Limited (WFSL) in default on
2 March 2011, and has started contacting policyholders who were sold PPI by
the firm on or after 14 January 2005.
Although the FSCS has arranged to use WFSL’s claims handling resources
to assist in its handling of claims, the Scheme will remain responsible for all
decisions on claims, which will be made in accordance with FSCS rules, and
will closely monitor and oversee all steps in the claims process. The FSCS
expects this to significantly reduce the costs of the default.
The firm’s restructuring arrangements provide for it to make payments to the
FSCS to fund compensation costs for eligible PPI claims in respect of policies
sold on or after 14 January 2005.
The FSCS is aware that the firm sold a significant number of PPI policies on or
after 14 January 2005 which are protected by the FSCS and as such the number
of claims and amounts of compensation which might be paid are uncertain.
The payments which are made by the firm to the FSCS will ensure that the levy
payer is in a better position than would otherwise be the case in an insolvency
of the firm And the funds have meant that we have not made any provision for
WFSL claims in the general levy.
The FSCS believes that these arrangements are in the best interests of levy
payers.

New Switchboard Number

'

The FSCS has changed its main number to 020 7741 4100.
The new number replaces the previous 020 7892 7300 number.
If you dial the previous number you will be diverted to the new number.

SDD’s & Welcome Financial Services | Page 11
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Update on
Consumer Awareness
We have been greatly encouraged by the high
level of support from firms for the existence of
the Scheme and the vital role it plays in promoting
consumer confidence. Central to realising the
benefits of this is increasing consumer awareness
of the protection the FSCS provides.
The FSCS launched its consumer awareness
programme in January 2011 following previous
consultations and commitments by the FSCS and
the FSA, HM Treasury and the Bank of England
after the events at Northern Rock. One of the
factors contributing to the run on Northern Rock
was a lack of consumer awareness of the FSCS.
The run led to a number of reforms to the
Scheme including faster payout as well as a
consumer awareness programme.
The programme spanned a range of
communications channels and widespread
support has been building within the industry.
During the last three years unprompted awareness
of the Scheme has declined from 20% in 2008
to 9% in 2009 and then 3% in 2010 according to
research. The same research shows a link between
awareness of the FSCS and consumer confidence.
According to research by GFK NOP, those aware
of the FSCS are more likely to feel confident their
money is safe and are reassured by the existence
of the Scheme. As well as this, 56% of those who
were told about the FSCS by their provider said it
influenced their decision to buy a product.
The consumer awareness programme aims to
increase awareness of the FSCS in a proportionate
way to reassure consumers and boost consumer
confidence. It takes a factual approach to convey
what the FSCS covers and to help to educate the
public about the work of the Scheme.
The programme was developed with wide input
from industry and consumer organisations which
were part of an FSCS consumer awareness
advisory panel. The panel comprises members
from the Association of British Insurers (ABI), the
Association of Independent Financial Advisers
(AIFA), the Association of Private Client Investment
Managers and Stockbrokers (APCIMS), the British
Bankers’ Association (BBA), the British Insurance
Brokers’ Association (BIBA), the Building Societies
Association (BSA), the Investment Management
Association (IMA), the FSA’s Consumer Panel and
Which?. Panel meetings are also attended by the
FSA and Consumer Financial Education Body
(CFEB).
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The Panel played an active role in helping to shape our strategy and messages for the programme and we appreciated the valuable
contribution made from members. One of the key messages of the programme stresses the need for consumers to take responsibility
and check they are covered.
The programme has the full backing of the Tripartite authorities, industry bodies and MPs. Andrew Tyrie, Chairman of the Treasury Select
Committee, said: “Deposit protection helps individuals; it can also contribute to financial stability, by increasing confidence.” During the
last Parliament the Treasury Committee, chaired by John McFall, noted that the Scheme could only protect financial stability effectively
if consumers were aware of it. Mr McFall commented, “I welcome this drive to improve public awareness of the FSCS, and hope it will
result in the scheme being advertised in every bank branch, as the Committee recommended.”
The £4m (all inclusive) programme featured a broad spectrum of communications and channels that included television, press advertising,
online work, public relations and work with stakeholders such as major firms. The FSCS worked with the Central Office of Information to
tap into its buying power which achieves a 40%-50% savings on the costs of the programme.
The FSCS also did extensive public relations work before the launch of the programme and during the time it was running. We worked with
high profile commentators such as Martin Lewis and the wider media. Key to this was stressing that the Scheme is funded by the industry.
Our work with the industry led to firms ranging from deposit takers to insurance companies and IFA networks supporting the programme.
The first wave of consumer awareness advertising is now complete. The final TV commercials aired on Sunday 13th March, with all other
activity wound down by the end of March. We are carrying out a detailed evaluation of the programme and will report to the Advisory
Panel in due course. We will use what we learn to inform planning for any future activity.
Visitors to the website doubled in January compared to the average last year, and that trend continued in February and March, even
though the TV advertising was scaled back to just one day a week. Visitors to the website are spending more than three minutes on
average reading about how to check they’re covered – not a small amount of time in web terms.
The FSCS has also carried out mystery shopping which it shared with the Advisory Panel. This showed an improvement on previous
research in 2007 but that there is still room for improvement in the information firms provide to consumers. We are working with the
trade organisations on the issue and will build on all the work we did to get ready for the launch of the awareness programme.
We will now be reviewing the outcome of the campaign and determine the next steps over the course of the summer. We will continue
to work with the Panel and will provide updates in future editions of Outlook.
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