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Financial Stability and Why Protecting Depositors 

Matters

Forms Of Depositor Protection

Topics to be Covered in this Forum

Role of IADI
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Protecting Depositors 
- Why It Matters

Government Role

Public Perception

Maintaining Confidence

Social Costs
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Forms of
Depositor Protection

Implicit

Blanket Guarantees

Explicit
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Alternatives to
Depositor Protection

Market  Discipline and Disclosure

Depositor Preference

Narrow Banks

Subordinated Debt
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Market Discipline
and Disclosure

Borrows from unregulated banking model

Reliance on full disclosure and exposure 
of all agents to market discipline

A conceptual model but useful elements
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Advantages

Disadvantages  
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Legal Actions

Guarantees and Undertakings
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Explicit Deposit
Insurance Systems

Credible and contributes to financial stability
Limits government fiscal and political exposure
Reduces bank runs

Cannot deal with financial system instability
Requires appropriate skills and resources
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International Experience in 
Designing Deposit Insurance 

Systems
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