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SVB collapsed in a perfect storm…

• Abnormal uninsured deposit growth in advance of March 2023
• Strategic reallocation of securities to Held-to-maturity accounts away 

from available for sale accounts
• Significant investments in high yield long term RMBSs 

• Absence of significant interest rate hedges
• Sold in September 2023

• Social media induced bank run
• Technology enabled smooth fund transfer



SVB deposits



SVB Financials
2018 2019 2020 2021 2022

Total Assets* (billions) $56.1 $69.9 $113.8 $208.6 $209.0
Profitability

Return on Assets 1.9% 1.9% 1.4% 1.3% 0.8%
Return on Equity 21.1% 19.9% 17.2% 16.6% 9.8%

Assets
Cash/Assets 6.1% 8.8% 14.9% 6.9% 6.52%
Held-to-maturity Securities/ Assets 12.7% 15.1% 14.4% 46.7% 43.12%
Available-for-sale Sec/Assets 21.3% 22.2% 26.76% 12.88% 12.31%
Net Loans/Total Deposits 56.9% 53.2% 43.9% 32.8% 42.5%

Asset Quality
Nonperforming Loans (NPL)/Total Assets 0.17% 0.15% 0.09% 0.04% 0.06%

Tier 1 Capital Ratio 13.6% 13.4% 11.9% 16.1% 15.4%



SVB Loan Portfolio



US Government 10-year Bond Yields
(Jan-1-2018 to Apr-1-2023)
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Deposits and interest rates





What followed…
• March 9th…

• Social media picked it up

• March 10th…
• $42 billion of deposit 

withdrawn in less than 4 
hours



SVB collapse in a perfect storm…

• Abnormal uninsured deposit growth in advance of March 2023
• Strategic reallocation of securities to Held-to-maturity accounts away 

from available for sale accounts
• Absence of significant interest rate hedges

• Sold in September 2023

• Social media induced bank run
• Technology enabled smooth fund transfer



I. “Dynamic Deposits: 
            The Role of Inflows on Future Outflows”

• Question: What do banks do after unexpected inflows of deposits?
• Answer: They reach for yield and pursue riskier asset allocation 

strategies 
• Deposit inflows depresses equity capital ratios
• Instead of raising equity banks prefer to generate ROA via higher yield 

investments



I. Findings
• Banks experiencing unexpected deposit inflows

• Invest more in longer-term assets (maturity gap increases by 12%)
• Experience 2.5 fold increase in risk weighted assets
• Experience higher loan losses when interest rates rise
• Increase riskiness of assets

• Thes effects are stronger for relatively undercapitalized banks



I. Questions
• Do unexpected deposit inflows really exist?

• What drives such deposit inflows?
• Can we explore the helicopter drops of deposits as a result of fracking booms?

• What role does the business cycle play in this mechanism?
• The paper treats it as almost exogenous, but is it?



II. “Banks’ Motivations for Designating 
                           Securities as Held to Maturity”
• Question: Do banks strategically exploit the differences in accounting 

treatment of ASF and HTM securities?
• Answer: Absolutely

• When accumulated other comprehensive income (AOCI) filter on AFS securities 
was “paused” banks

• Transferred securities to AFS in the low interest rate environment
• Transferred securities to HTM when interest rates started to rise



I. Findings



II. Questions
• What lessons can we learn from this findings?

• Authors: “findings provide support for recent calls to eliminate the HTM 
category and AOCI filter”

• What are the costs of constant marking to market AFS securities require?
• Are there real effects of said costs? Is reallocation of securities accompanied by 

distortions in investment? Liquidity management?
• Banks balance-sheet offer insights into unrealized losses from HTM. Why is it 

not enough for …
• …regulators?
• … investors?



III. “Social Media as a Bank Run Catalyst”

• Question: Can social media amplify bank runs?
• Answer: Social media amplifies investors and depositors’ reactions to 

banks balance-sheet weaknesses
• Negative sentiment tweets “in the run period” translate into immediate stock 

market losses, especially for banks with high risk factors
• Higher expected losses from securities portfolio
• Higher share of uninsured deposits

• Somewhat similar effects pertaining deposit outflows
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III. Questions

• The title calls to explore bank runs, yet …
• The core, most interesting results are about stock returns.

• Dear Regulators, 
why we still do not have consistent data on the amounts of 
deposits on banks balance-sheets at a reasonably high 
frequency (e.g., month)?
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• Do tweet carry any information content? Was investor reaction 
rational?
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To conclude

• SVB brought an important set of lessons 
• These papers show that the events are not unique and we might have a 

déjà vu if we are not thoughtful in banks management and regulatory 
oversight

• Combined they offer an array of red flags regulators and managers 
should pay attention to
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Thank you
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