
What does a Bail-In mean to me? 
During the financial crisis of 2007-2009 the US government printed money.  They called 

this TARP for Troubled Asset Relief Program.  In September of 2008 TARP provided $700 
BILLION to help save the mortgage market.  The Dodd-Frank Wall Street Reform and Consumer 
Protection Act, or Dodd-Frank, reduced this to $475 Billion.  At the time there was widespread 
argument about this Bail-Out.  People debated the Moral Hazard of the decision.  After all, if 
you can make risky investments & then get bailed out if they ever go bad, why not take more 
chances.  It is now reported that this was a success.  The government actually made money on 
this bail-out.  The problem is that none of the fundamental flaws in the system were repaired.  
All we had done is kicked the can down the road a little farther. 

Another part of the same Dodd-Frank act is the Bail-In legislation found in Title II, 
Orderly Liquidation Authority.  This Title makes depositors “Unsecured creditors.”  How does 
this effect you?  If one of the large banks fails again, They can take 50% or more of your 
currency/money and use to pay debts to ensure the bank itself does not fail.  The act also 
categorizes Derivatives (which Warren Buffet has called “Financial weapons of mass 
destruction”) above depositors accounts.  In other words, the derivatives get paid before you 
can get money out of your checking or savings account.   

How big is the Derivatives market?  It is much larger than it was in 2008.  Today it is 
estimated at $1.2 Quadrillion.  That is 1,200 Trillion or $1,200,000,000,000,000.  That is a lot of 
zero’s.  In human terms it is over 1,000 gymnasiums filled from floor to ceiling with $100 bills!  
How big is this in comparison to all of the worlds markets?  Some estimates are about ten times 
the total world GDP.  This is hard to calculate for many reasons.  The Bank of International 
Settlements (BIS) has an estimated $542 Trillion in outstanding contracts for derivatives.  Even 
at this amount it is an incredible amount of money.  If the derivatives of these Too Big To Fail 
banks had to be satisfied before depositors got their money, there would be nothing left. 

But wait, there is the Federal Deposit Insurance Corporation (FDIC).  The top of their 
website boasts that “Since 1933, no depositor has ever lost a penny of FDIC-insured funds.”  
This corporation states that it insures your deposits up to $250,000 in case of a bank failure.  
This has never been tested by a large bank failing.  Looking back to 1989, the Federal Savings 
and Loan Insurance Corporation (FSLIC) became insolvent.  The taxpayers bailed it out with $15 
billion in 1986 and $10.75 Billion in 1987, but by 1989 it was too in debt to save.  Have you 
looked at the insurance company that protects your banks deposits?  In the second quarter 
2019, the FDIC had $107,446,000,000 or about $107.4 Billion as their ending fund balance.  This 
amount insured at the same time $7,691,598,000,000 or $7,691.6 Billion.  If any of the big 
banks failed, all of the others would go with it.  With these numbers every depositor would lose 
everything over $250,000.  Of the first $250,000 that you have in a bank, the insurance 
company (FDIC) can pay you almost $3,492.39.  In other words, the FDIC has enough to cover 
almost $1.40 for every $100 you put in the bank.  Or possibly, you are one of the lucky 1.4% of 
the people that get all their money up to $250,000 and everyone else gets nothing.   

Last week I talked to a group of financial advisors.  I explained the government’s balance 
sheet to them.  Since it is hard to understand numbers that large I took off 8 zeros.  That makes 
it more like a household budget.  Here are the 2019 numbers from the Congressional Budget 
Office (CBO): 



Income/Tax receipts=$34,620 
Expenses=44,470 
New debt this year/Deficit=$9,840 
Credit card balance/National Debt=$220,300 
Promises to pay (like college or weddings for your kids) AKA unfunded liabilities (Social 

Security & Medicare…)=$1,220,000 Estimated because we have no idea how long people will 
live! 

Remember just add 8 zeros for the US Government’s real account balances.  This means 
that If the government was a household that made $34G a year, it has guaranteed to pay for 
$1.2 million for weddings & college.  The worst part is that most of the children (our citizens) 
actually say that “They can’t take that away from me.  I earned it or I contributed…”  This week, 
in March 2020, in response to COVID-19 (the Coronavirus) the same US government approved 
the printing of $2 TRILLION more!  That is about 4 times the original TARP program.  Now we 
call this Quantitative Easing (QE) because it sounds better than counterfeiting, printing or 
forcing inflation.  The only argument in the Congress seemed to be about what pet projects 
should be funded with the same bill.  No one seemed concerned that our little household that 
makes $34G per year, and is currently out of work, just added another few thousand (really 
trillions) to its credit cards. 

After looking at these numbers, one of the financial advisors told me that this household 
was a very high risk.  I pressed & asked “If you had to lend them money, what interest rate 
would you want?”  He said, “I would not lend to them, but if I had to, it would be at least 20% 
interest.”  Earlier he had told me how government bonds were safe assets.  When I explained 
these were the government numbers & asked how he felt then, he replied “Well that’s 
different.  They are the government.”   

Today you can invest money in this bankrupt government entity and get a 1.597% return 
if you buy a 30 year bond.  Ten year bonds & less are all under 1%.  The Federal Reserve has 
been injecting large quantities of currency into the markets since September 2019 when the 
repo (overnight lending) market crashed.  Repo rates jumped almost twice as high as the worst 
part of the financial crisis in 2009.  The Fed is still printing money to stabilize this & recently 
lowered the federal funds rate to 0%.  (Please do not confuse the name Fed, or Federal 
Reserve, with something that is actually part of the US government.  It is not.  It also does not 
have reserves and is not a bank.  But that is another article.)  They also removed reserve 
requirements for banks.  Before if you deposited a dollar, the bank could loan out about $10.  
YES, 10 times as much as your deposits!  Now if you deposit a dollar, the same bank can lend…  
Well about whatever they want to. 

It’s as Safe as Money in the Bank! 
To sum up:  If any bank collapses they all will.  Derivatives (this just means people other 

than depositors) will be paid first.  The Dodd-Frank law makes it legal for the banks to take your 
money from you to save the banks (Bail-In).  When there is no money left from your deposits, 
the FDIC has almost $1.40 for every $100 you have in your accounts.  The government & the 
Federal Reserve plan to fix this debt problem by creating more debt.  If that makes sense to 
you, you should use your Visa to pay your Mastercard… AND buy more stuff.  I am taking 



currency out of the banks & putting it into Gold, Silver, Cryptocurrency & Real Estate.  Buy 
More Hard Assets Faster! 
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