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Treasury Adopts ICBA Fix to Money
Market Program

At press time. . . good news. The Treasury Department announced on 9/21 that it accepted community
banking’s (represented by ICBA) recommendation to protect community banks when the agency and federal lawmakers
fashion a temporary federal guaranty of the nation’s money market funds. The Money Market Mutual Fund Guaranty Program
will now include ICBA’s recommendation to have a federal guaranty cover only money market balances as of the close of business last
Friday. Treasury officials said they will adopt the ICBA and nationwide community banking associations fix of the Guaranty Program
as part of an overall emergency financial industry rescue plan announced last week.

The Guaranty Program fix, which ICBA on Friday proposed directly and in a letter to Treasury officials and lawmakers and
in a public statement, will virtually remove any incentive for depositors to move their funds out of federally insured bank accounts
and into money market mutual funds. ICBA made its recommendation after hearing from its members that some confused depositors
had begun to withdraw money from their federally insured accounts because of the Guaranty Program. The program was announced
Friday morning after the worldwide credit markets halted the previous day as a result of pending bankruptcies of AIG and giant invest-

ment banks on Wall Street.

Before the change was made to the program, I[CBA urged Treasury officials to ensure that community banks are taken into
account when crafting the Guaranty Program. ICBA cautioned Treasury not to propose any solution to Wall Street’s turmoil that will
drain funding from community banks. ICBA conducted a series of meetings and calls with regulators and members of Congress to en-
sure they understand the plan would put community banks at a competitive disadvantage and undermine the nation’s banking system.,

Unless fees and guaranty limits under a proposed federal backstop for money market funds are-made comparable to FDIC
insurance, the plan would drain funding from community banks, putting them at a competitive disadvantage and undermining the na-
tion’s banking system, ICBA stated in its letter to lawmakers and regulators. [CBA stated the money market Guaranty Program must
be temporary, expressing concerns that the backstop will lead community bank customers to withdraw their bank deposits and invest
them in money market mutual funds. The Guaranty Program should also be risk-based, requiring money market mutual funds that
pose the greatest risks to the program to pay the highest fees, the association said. Stay tuned!
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