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101



A story in 3 parts…

WHAT’S A BANK? IT’S ABOUT “TIME” WHAT BLEW UP?
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What’s a bank?
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It’s about “time”…
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And timing…
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Recent Monetary Tightening



What blew up?
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Run!

 90%+ of SVBs deposits were uninsured (> $250k)
 Closely connected (VC Networks) – not “sleepy”

$42 Billion in 
attempted 
withdrawals on 
March 9th





And Then?

SVB Shareholders and 
Creditors wiped out

FDIC extends coverage 
to uninsured deposits

Bank Term Funding Program: 
Banks can borrow against 
assets at PAR value

Mitigates short-term 
“run risk” at other 

similar banks 

But: Actual losses remain
⇒ future moral hazard



SVB: An 
Outlier?



Jiang, Matvos, 
Piskorski, Seru
3/13/23

Monetary Tightening and U.S. Bank 
Fragility in 2023: Mark-to-Market 
Losses and Uninsured Depositor Runs?



Unrealized 
Losses 

SVB

Total RMBS
Non-RMBS 

Security
Residential 
Mortgage

Other 
Loans

MTM Loss 2.2 1.0 0.3 0.6 0.3



Hedging? 
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A Solvency Run…
 When interest rate increases sufficiently, a “solvency run” is possible

 Banks at a higher risk of solvency run:
❍ Lower initial capitalization (Equity)

❍ Higher uninsured leverage
❍ More awake uninsured depositors



Where are self-fulfilling solvency runs possible? 
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What about Regulators?

Liquidity Fed report on SVB “liquidity” appears 
320 times, “solvency” once!

But liquidity issues addressed, 
and yet banks keep failing! 

LOTS of liquid assets

Other liquidity interventions

Bad management! Board of directors and management 
failed to manage their risks
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Now What?
Extended coverage to 
uninsured depositors

Bank Term Funding Program

Mitigates short term risk…

...but losses remain.

S&L Crisis (1980s)
“Gambling for Resurrection” 



What next in 
the short run?

“A market test”
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What about 
the long run?

“Careful Regulations to 
address unprecedented
and unanticipated
risks?”

Interest Rate Risk
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