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8 - CEO launches 'when your bank collapses' sale to
save business after SVB failure03:12

LIVE UPDATES

The latest on the Silicon Valley Bank collapse

By Mark Thompson and Aditi Sangal, CNN

Updated 2:54 p.m. ET, March 13, 2023

What we're covering

US and UK authorities are working to prevent wider financial
chaos after Friday's collapse of Silicon Valley Bank — the
biggest failure of a US bank since 2008.

President Joe Biden on Monday underscored that the
American banking system remains “safe" as he laid out how his
administration is taking action to contain the collapse. Previously,
the administration guaranteed SVB customers will have access to
all their money.

Over the weekend, US regulators also shut down Signature
Bank, a regional bank teetering on the brink of collapse.

Global banking giant HSBC stepped in overnight to buy SVB
UK, securing the deposits of thousands of British tech companies.

Stocks hold on to their gains as investor confidence in
government bank plan grows

Stocks teetered but held on to their gains by mid-afternoon
Monday, as Wall Street mulled over the government's plan to
keep banks afloat.

The Nasdaq Composite climbed 1.3%, leading the major
indexes' gains. The S&P 500 gained 0.6% and the Dow rose 0.4%.

The US government raced to prevent further fallout in the
bank sector over the weekend after the collapse of Silicon Valley
Bank and Signature Bank. The Biden administration said it will
backfill customer deposits at both banks.

That's "gone a long way towards curing some of the crisis of
confidence investors had in what occurred in the banking sector
and its spillover to not only other banks and financial institutions,
but maybe even ultimately the broader economy,” said Mark
Luschini, chief investment strategist at Janney Montgomery
Scott.
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Treasury yields have fallen sharply, with 2-year notes seeing
their largest three-day drop since Black Monday in October 1987.
The drop in yields has helped "support those long-duration, high-
growth sector securities that dominate, say for instance the tech
or communications sector," Luschini said.

Financial institutions try to reassure jittery investors

From CNN's Matt Egan

—Pedestrians pass in front of a Charles Schwab Corp.
office building in New York City in April 2018. (Christopher
Lee/Bloomberg/Getty Images)

As shares of regional banks plummet, financial institutions
are attempting to ease worries on Wall Street that they could face
the same troubles that plagued Silicon Valley Bank.

Charles Schwab trimmed steep losses on Monday after
putting out a statement that emphasized the company has access
to plenty of cash.

Schwab said that more than 80% of its total bank deposits fall
within insurance limits of the Federal Deposit Insurance
Corporation, which insures up to $250,000.

“Schwab is well-positioned to navigate the current
environment,” the company said, adding that it applauds
regulatory efforts to support depositors and “bolster confidence
across the American banking system.”

Schwab shares were down about 10% in recent trading,
recovering a bit from an earlier selloff of as much as 23%.

Shares of Western Alliance, a Phoenix-based regional bank,
plunged about 53% in recent trading even after attempting to ease
investor concern.

“Western Alliance has taken additional steps to strengthen its
liquidity position to ensure that we are in a position to meet all of
our client funding needs, including increasing our borrowing
capacity,” Western Alliance CEO Kenneth Vecchione said in
a statement.

Western Alliance described deposit outflows as “moderate”
and said cash reserves exceed $25 billion.
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First Republic Bank on Sunday said its capital and liquidity
positions are “very strong,” bolstered by tapping new cash from
the Federal Reserve and JPMorgan Chase.

Shares of First Republic Bank are down 65% in recent
trading.

Catch up on the latest in Silicon Valley Bank's collapse —
and its aftermath

From CNN's Hanna Ziady

3
% view of the Park Avenue location

of Silicon Valley Bank (SVB), in New York City, U.S., March
13, 2023. (David 'Dee' Delgado/Reuters)

Silicon Valley Bank collapsed with astounding speed on
Friday. And while the US federal government stepped in to
guarantee  customer deposits, its downfall continues
to reverberate across global financial markets — as seen in the
subsequent shutdown of Signature Bank — and investors are on
edge about whether its demise could spark a broader banking
meltdown.

Here’s what you need to know about the biggest US bank
failure since the global financial crisis in 2008:

Why did it collapse? The root of its demise goes back several
years. Like many other banks, SVB ploughed billions into US
government bonds during the era of near-zero interest rates. What
seemed like a safe bet quickly came unstuck, as the Federal
Reserve hiked interest rates aggressively to tame inflation.

When interest rates rise, bond prices fall, so the jump in rates
eroded the value of SVB’s bond portfolio. The portfolio was
yielding an average 1.79% return last week, far below the 10-year
Treasury yield of around 3.9%, Reuters reported.

At the same time, the Fed’s hiking spree sent borrowing costs
higher, meaning tech startups had to channel more cash towards
repaying debt. At the same time, they were struggling to raise new
venture capital funding. That forced companies to draw down on
deposits held by SVB to fund their operations and growth.

Then the bank run: When SVB announced that it had sold a
bunch of securities at a loss and would sell $2.25 billion in new
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shares to plug the hole in its finances, customers panicked and
withdrew their money in large numbers.

The bank’s stock plummeted 60% Thursday and dragged
other bank shares down with it. By Friday morning, trading in
SVB shares was halted and it had abandoned efforts to raise
capital or find a buyer. California regulators intervened, shutting
the bank down and placing it in receivership under the Federal
Deposit Insurance Corporation, which typically means
liquidating the bank’s assets to pay back depositors and creditors.

In aiming to prevent further bank runs and helping companies
pay staff and fund operations, US regulators said Sunday that
they would guarantee all SVB customers’ deposits. The
intervention does not amount to a 2008-style bailout, however,
which means investors in the company’s stock and bonds will not
be protected.

Will this trigger a banking crisis? There are already some
signs of stress at other banks, and authorities in the US and across
Europe are watching closely. Trading in First Republic
Bank (FRC) and PacWest Bancorp (PACW) was temporarily
halted Monday after the shares plunged 65% and 52%
respectively. Charles Schwab (SCHW) stock was down 7% at
11.30 a.m. ET Monday.

In Europe, the benchmark Stoxx Europe 600 Banks index,
which tracks 42 big EU and UK banks, fell 5.6% in morning trade
— notching its biggest fall since last March. Shares in embattled
Swiss banking giant Credit Suisse were down 9%.

SVB isn’t the only financial institution whose investments
into government bonds and other assets have fallen dramatically
in value. At the end of 2022, US banks were sitting on $620
billion in unrealized losses — assets that have decreased in price
but haven’t been sold yet, according to the FDIC.

Another key headline: HSBC stepped in Monday to buy SVB
UK for £1 ($1.2), securing the deposits of thousands of British
tech companies that hold money at the lender. Had a buyer not
been found, SVB UK would have been placed into insolvency by
the Bank of England, leaving customers with only deposits worth
up to £85,000 ($100,000) — or £170,000 ($200,000) for joint
accounts — guaranteed.
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9 - Silicon Valley Bank Fails After Run on Deposits

The Federal -Deposit Insurance Corporation took control of
the bank’s assets on Friday. The failure raised concerns that other
banks ce problems, too.

Silicon Valley Bank’s headquarters in Santa Clara, Calif., on
Friday. Founded in 1983, Silicon Valley Bank was a big lender to
tech start-ups. Credit...Jim Wilson/The New York Times

By Emily Flitter and Rob Copeland

Emily Flitter and Rob Copeland cover Wall Street and
finance.

Published March 10, 2023Updated March 13, 2023, 11:30
am. ET

One of the most prominent lenders in the world of technology
start-ups, struggling under the weight of ill-fated decisions and
panicked customers, collapsed on Friday, forcing the federal
government to step in.

The Federal Deposit Insurance Corporation said on Friday
that it would take over Silicon Valley Bank, a 40-year-old
institution based in Santa Clara, Calif. The bank’s failure is the
second-largest in U.S. history, and the largest since the financial
crisis of 2008.

The move put nearly $175 billion in customer deposits under
the regulator’s control. While the swift downfall of the nation’s
16th largest bank evoked memories of the global financial panic
of a decade and a half ago, it did not immediately touch off fears
of widespread destruction in the financial industry or the global
economy.

Silicon Valley Bank’s failure came two days after its
emergency moves to handle withdrawal requests and a
precipitous decline in the wvalue of its investment
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holdings shocked Wall Street and depositors, sending its stock
careening. The bank, which had $209 billion in assets at the end
of 2022, had been working with financial advisers until Friday
morning to find a buyer, a person with knowledge of the
negotiations said.

While the woes facing Silicon Valley Bank are unique to it, a
financial contagion appeared to spread through parts of the
banking sector, prompting Treasury Secretary Janet Yellen to
publicly reassure investors that the banking system was resilient.

Investors dumped stocks of peers of Silicon Valley Bank,
including First Republic, Signature Bank and Western Alliance,
many of which cater to start-up clients and have similar
investment portfolios.

Trading in shares of at least five banks was halted repeatedly
throughout the day as their steep declines triggered stock
exchange volatility limits.

By comparison, some of the nation’s largest banks appeared
more insulated from the fallout. After a slump on Thursday,
shares of JPMorgan, Wells Fargo and Citigroup all were generally
flat on Friday.

That’s because the biggest banks operate in a vastly different
world. Their capital requirements are more stringent and they also
have far broader deposit bases than banks like Silicon Valley,
which do not attract masses of retail customers. Regulators have
also tried to keep the big banks from focusing too heavily in a
single area of business, and they have largely stayed away from
riskier assets like cryptocurrencies.

Image

Greg Becker, the president and chief executive of Silicon
Valley Bank, last year. The bank’s downward spiral accelerated
this week. Credit...Patrick T. Fallon/Agence France-Presse —
Getty Images

“I don’t think that this is an issue for the big banks — that’s
the good news, they’re diversified,” said Sheila Bair, former chair
of the F.D.1.C. Ms. Bair added that since the largest banks were
required to hold cash equivalents even against the safest forms of
government debt, they should be expected to have plenty of
liquidity.
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The Downfall of Silicon Valley Bank

One of the most prominent lenders in the world of technology
start-ups collapsed on March 10, forcing the U.S. government to
step in.

A Rapid Fall: The collapse of Silicon Valley Bank, the
biggest U.S. bank failure since the 2008 financial crisis,
was caused by a run on the bank. But will the turmoil prove to be
fleeting — or turn into a true crisis?

The Fallout: The bank’s implosion rattled a start-up industry
already on edge, and some of the worst casualties of the collapse
were companies developing solutions for the climate crisis.

Signature Bank: The New York financial institution closed its
doors abruptly after regulators said it could threaten the entire
financial system. To some extent, it is a victim of the panic around
Silicon Valley Bank.

The Fed’s Next Move: The Federal Reserve has been rapidly
raising interest rates to fight inflation, but making big moves
could be trickier after Silicon Valley Bank’s blowup.

On Friday, Ms. Yellen discussed the issues surrounding
Silicon Valley Bank with banking regulators, according to a
statement from the Treasury Department.

Representatives from the Federal Reserve and the F.D.I.C.
also held a bipartisan briefing for members of Congress organized
by Maxine Waters, a Democrat from California and the ranking
member of the House Financial Services Committee, according
to a person familiar with the matter.

Silicon Valley Bank’s downward spiral accelerated with
incredible speed this week, but its troubles have been brewing for
more than a year. Founded in 1983, the bank had long been a go-
to lender for start-ups and their executives.

Though the bank advertised itself as a “partner for the
innovation economy,” some decidedly old-fashioned decisions
led to this moment.

Flush with cash from high-flying start-ups that had raised a
lot of money from venture capitalists, Silicon Valley Bank did
what all banks do: It kept a fraction of the deposits on hand and
invested the rest with the hope of earning a return. In particular,
the bank put a large share of customer deposits into long-dated
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Treasury bonds and mortgage bonds which promised modest,
steady returns when interest rates were low.

That had worked well for years. The bank’s deposits doubled
to $102 billion at the end of 2020 from $49 billion in 2018. One
year later, in 2021, it had $189.2 billion in its coffers as start-ups
and technology companies enjoyed heady profits during the
pandemic.

But it bought huge amounts of bonds just before the Federal
Reserve began to raise interest rates a little more than a year ago,
then failed to make provisions for the possibility that interest rates
would rise very quickly. As rates rose, those holdings became less
attractive because newer government bonds paid more in interest.

That might not have mattered so long as the bank’s clients
didn’t ask for their money back. But because the gusher of start-
up funding slowed at the same time as interest rates were rising,
the bank’s clients began to withdraw more of their money.

Image

A notice on a door at a Silicon Valley Bank branch in San
Francisco described the Federal Deposit Insurance Corporation’s
action. Credit...Jim Wilson/The New York Times

To pay those redemption requests, Silicon Valley Bank sold
off some of its investments. In its surprise disclosure on
Wednesday, the bank admitted that it had lost nearly $2 billion
when it was all but forced to sell some of its holdings.

“It’s the classic Jimmy Stewart problem,” said Ms. Bair,
referring to the actor who played a banker trying to stave off a
bank run in the film “It’s a Wonderful Life.” “If everybody starts
withdrawing money all at once, the bank has to start selling some
of its assets to give money back to depositors.”

Those fears set off investor worries about some of the regional
banks. Like Silicon Valley Bank, Signature Bank is also a lender
that caters to the start-up community. It’s perhaps best known for
its connections to former President Donald J. Trump and his
family.

First Republic Bank, a San Francisco-based lender focused on
wealth management and private banking services for high net
worth clients in the tech industry, warned recently that its ability
to earn profits is being hampered by rising interest rates. Its
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Phoenix-based peer in the wealth management industry, Western
Alliance Bank, is facing similar pressures.

Separately, another bank, Silvergate, said on Wednesday that
it was shutting down its operations and liquidating after suffering
heavy losses from its exposure to the cryptocurrency industry.

A First Republic spokesman responded to a request for
comment by sharing a filing the bank made to the Securities and
Exchange Commission on Friday stating that its deposit base was
“strong and very-well diversified” and that its “liquidity position
remains very strong.”

A Western Alliance spokeswoman pointed to a news release
by the bank on Friday describing the condition of its balance
sheet. “Deposits remain strong,” the statement said. “Asset
quality remains excellent.”

Representatives of Signature and Silicon Valley Bank had no
comment. Representatives for the Federal Reserve and F.D.I.C.
declined to comment.

Some banking experts on Friday pointed out that a bank as
large as Silicon Valley Bank might have managed its interest rate
risks better had parts of the Dodd-Frank financial-regulatory
package, put in place after the 2008 crisis, not been rolled back
under President Trump.

In 2018, Mr. Trump signed a bill that lessened regulatory
scrutiny for many regional banks. Silicon Valley Bank’s chief
executive, Greg Becker, was a strong supporter of the change,
which reduced how frequently banks with assets between $100
billion and $250 billion had to submit to stress tests by the Fed.

Mr. Becker, who had been on the San Francisco Fed’s board
of directors, was no longer on the board as of Friday, a Fed
spokesperson said.

Image

A worker telling people on Friday that the headquarters were
closed. Credit...Justin Sullivan/Getty Images

At the end of 2016, Silicon Valley Bank’s asset size was $45
billion. It had jumped to more than $115 billion by the end of
2020.

Friday’s upheaval raised uncomfortable parallels to the 2008
financial crisis. Although it’s not uncommon for small banks to
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fail, the last time a bank of this magnitude unraveled was in 2008,
when the F.D.I.C. took over Washington Mutual.

The F.D.I1.C. rarely takes over banks when the markets are
open, preferring to put a failing institution into receivership on a
Friday after business has closed for the weekend. But the banking
regulator put out a news release in the first few hours of trading
on Friday, saying that it created a new bank, the National Bank of
Santa Clara, to hold the deposits and other assets of the failed one.

The regulator said that the new entity would be operating by
Monday and that checks issued by the old bank would continue
to clear. While customers with deposits of up to $250,000 — the
maximum covered by F.D.I.C. insurance — will be made whole,
there’s no guarantee that depositors with larger amounts in their
accounts will get all of their money back.

Those customers will be given certificates for their uninsured
funds, meaning they would be among the first in line to be paid
back with funds recovered while the F.D.1.C. holds Silicon Valley
Bank in receivership — although they might not get all of their
money back.

When the California bank IndyMac failed in July 2008, it, like
Silicon Valley Bank, did not have an immediate buyer. The
F.D.I.C. held IndyMac in receivership until March 2009, and
large depositors eventually only received 50 percent of their
uninsured funds back. When Washington Mutual was bought by
JPMorgan Chase, account holders were made whole.

Maureen Farrell and Joe Rennison contributed reporting.
https://www.nytimes.com/2023/03/10/business/silicon-valley-bank-
stock.html

10 - US government moves to stop potential banking
crisis
By KEN SWEET, CHRISTOPHER RUGABER, CHRIS
MEGERIAN and CATHY BUSSEWITZtoday
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People look at signs posted outside of an entrance to Silicon
Valley Bank in Santa Clara, Calif., Friday, March 10, 2023. From
winemakers in California to startups across the Atlantic Ocean,
companies are scrambling to figure out how to manage their
finances after their bank, Silicon Valley Bank, suddenly shut
down on Friday. The meltdown means distress not only for
businesses but also for all their workers whose paychecks may get
tied up in the chaos. (AP Photo/Jeff Chiu)

NEW YORK (AP) — The U.S. government took
extraordinary steps Sunday to stop a potential banking crisis after
the historic failure of Silicon Valley Bank, assuring all depositors
at the failed institution that they could access all their money
quickly, even as another major bank was shut down.

The announcement came amid fears that the factors that
caused the Santa Clara, California-based bank to fail could
spread. Regulators had worked all weekend to try to find a buyer
for the bank, which was the second-largest bank failure in history.
Those efforts appeared to have failed Sunday.

In a sign of how fast the financial bleeding was occurring,
regulators announced that New York-based Signature Bank had
also failed and was being seized on Sunday. At more than $110
billion in assets, Signature Bank is the third-largest bank failure
in U.S. history.

The near-financial crisis that U.S. regulators had to intervene
to prevent left Asian markets jittery as trading began Monday.
Japan’s benchmark Nikkei 225 sank 1.6% in morning trading,
Australia’s S&P/ASX 200 lost 0.3% and South Korea’s Kospi
shed 0.4%. But Hong Kong’s Hang Seng rose 1.4% and the
Shanghai Composite increased 0.3%.

In an effort to shore up confidence in the banking system, the
Treasury Department, Federal Reserve and FDIC said Sunday
that all Silicon Valley Bank clients would be protected and able
to access their money. They also announced steps that are
intended to protect the bank’s customers and prevent additional
bank runs.

“This step will ensure that the U.S. banking system continues
to perform its vital roles of protecting deposits and providing
access to credit to households and businesses in a manner that
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promotes strong and sustainable economic growth,” the agencies
said in a joint statement. Under the plan, depositors at Silicon
Valley Bank and Signature Bank, including those whose holdings
exceed the $250,000 insurance limit, will be able to access their
money on Monday.

Also Sunday, another beleaguered bank, First Republic Bank,
announced that it had bolstered its financial health by gaining
access to funding from the Fed and JPMorgan Chase.

In a separate announcement, the Fed late Sunday announced
an expansive emergency lending program that’s intended to
prevent a wave of bank runs that would threaten the stability of
the banking system and the economy as a whole. Fed officials
characterized the program as akin to what central banks have done
for decades: Lend freely to the banking system so that customers
would be confident that they could access their accounts
whenever needed.

The lending facility will allow banks that need to raise cash
to pay depositors to borrow that money from the Fed, rather than
having to sell Treasuries and other securities to raise the money.
Silicon Valley Bank had been forced to dump some of its
Treasuries at at a loss to fund its customers’ withdrawals. Under
the Fed’s new program, banks can post those securities as
collateral and borrow from the emergency facility.

The Treasury has set aside $25 billion to offset any losses
incurred under the Fed’s emergency lending facility. Fed officials
said, however, that they do not expect to have to use any of that
money, given that the securities posted as collateral have a very
low risk of default. Analysts said the Fed’s program should be
enough to calm financial markets on Monday.

“Monday will surely be a stressful day for many in the
regional banking sector, but today’s action dramatically reduces
the risk of further contagion,” economists at Jefferies, an
investment bank, said in a research note.

Though Sunday’s steps marked the most extensive
government intervention in the banking system since the 2008
financial crisis, its actions are relatively limited compared with
what was done 15 years ago. The two failed banks themselves
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have not been rescued, and taxpayer money has not been provided
to the banks.

President Joe Biden said Sunday evening as he boarded Air
Force One back to Washington that he would speak about the
bank situation on Monday. In a statement, Biden also said he was
“firmly committed to holding those responsible for this mess fully
accountable and to continuing our efforts to strengthen oversight
and regulation of larger banks so that we are not in this position
again.”

Regulators had to rush to close Silicon Valley Bank, a
financial institution with more than $200 billion in assets, on
Friday when it experienced a traditional run on the bank where
depositors rushed to withdraw their funds all at once. It is the
second-largest bank failure in U.S. history, behind only the 2008
failure of Washington Mutual.

Some prominent Silicon Valley executives feared that if
Washington didn’t rescue the failed bank, customers would make
runs on other financial institutions in the coming days. Stock
prices plunged over the last few days at other banks that cater to
technology companies, including First Republic Bank and
PacWest Bank.

Among the bank’s customers are a range of companies from
California’s wine industry, where many wineries rely on Silicon
Valley Bank for loans, and technology startups devoted to
combating climate change. Sunrun, which sells and leases solar
energy systems, had less than $80 million of cash deposits with
Silicon Valley. Stitchfix, the clothing retail website, disclosed
recently that it had a credit line of up to $100 million with Silicon
Valley Bank and other lenders.

Tiffany Dufu, founder and CEO of The Cru, a New York-
based career coaching platform and community for women,
posted a video Sunday on LinkedIn from an airport bathroom,
saying the bank crisis was testing her resiliency. Given that her
money was tied up at Silicon Valley Bank, she had to pay her
employees out of her personal bank account. With two teenagers
to support who will be heading to college, she said she was
relieved to hear that the government’s intent is to make depositors
whole.

— 52 —



https://apnews.com/article/silicon-valley-bank-janet-yellen-bailout-fdic-fail-failed-c224cf4d2ef07c70cd27e7d0d3be628b
https://apnews.com/article/silicon-valley-bank-janet-yellen-bailout-fdic-fail-failed-c224cf4d2ef07c70cd27e7d0d3be628b
https://www.linkedin.com/feed/update/urn:li:activity:7040727755319037952/

M E A K-Weekly Economic Report eosm) saladyl il dg s
Prof. Dr. Moustafa El-Abdallah Al Kafry Gl A dall ahaias HgSal) May)

“Small businesses and early-stage startups don’t have a lot of
access to leverage in a situation like this, and we’re often in a very
vulnerable position, particularly when we have to fight so hard to
get the wires into your bank account to begin with, particularly
for me, as a Black female founder,” Dufu told The Associated
Press.

Silicon Valley Bank began its slide into insolvency when its
customers, largely technology companies that needed cash as they
struggled to get financing, started withdrawing their deposits. The
bank had to sell bonds at a loss to cover the withdrawals, leading
to the largest failure of a U.S. financial institution since the height
of the financial crisis.

Treasury Secretary Janet Yellen pointed to rising interest
rates, which have been increased by the Federal Reserve to
combat inflation, as the core problem for Silicon Valley Bank.
Many of its assets, such as bonds or mortgage-backed securities,
lost market value as rates climbed.

Sheila Bair, who was chairwoman of the FDIC during the
2008 financial crisis, recalled that with nearly all the bank failures
then, “we sold a failed bank to a healthy bank. And usually, the
healthy acquirer would also cover the uninsured because they
wanted the franchise value of those large depositors so optimally,
that’s the best outcome.”

But with Silicon Valley Bank, she told NBC’s “Meet the
Press,” “this was a liquidity failure, it was a bank run, so they
didn’t have time to prepare to market the bank. So they’re having
to do that now, and playing catch-up.”

Rugaber and Megerian reported from Washington. Sweet and
Bussewitz reported from New York.

Associated Press Writers Hope Yen in Washington and
Jennifer McDermott in Providence, Rhode Island, contributed to
this report.

https://apnews.com/article/silicon-valley-bank-bailout-
yellen-deposits-failure-94f2185742981daf337¢4691bbb9ecle

11 - Biden insists banking system is safe after 2 bank
collapses
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By KEN SWEET, CHRISTOPHER RUGABER, CHRIS
MEGERIAN and CATHY BUSSEWITZyesterday

Biden tells U.S. to have confidence in banks after collapse

President Joe Biden said the nation’s financial systems are
sound, following the swift and stunning collapse of two banks that
prompted fears of a broader upheaval.

NEW YORK (AP) — President Joe Biden insisted Monday
that the nation’s banking system was safe, seeking to project calm
after the collapse of two banks stirred fears of a broader upheaval
and prompted regulators to offer emergency loans to banks to
stave off additional failures.

“Your deposits will be there when you need them,” Biden
said.

Despite the message from the White House, investors
continued to dump shares in bank stocks. Shares of First Republic
Bank plunged more than 70% even after the bank said it was
accessing emergency funding from the Federal Reserve as well as
additional funds from JPMorgan Chase.

U.S. regulators closed the Silicon Valley Bank on Friday after
depositors rushed to withdraw their funds all at once. It was the
second largest bank failure in U.S. history, behind only the 2008
failure of Washington Mutual. New York-based Signature Bank
also collapsed in the third-largest failure in the U.S.

Speaking from the White House shortly before a trip to the
West Coast, the president said he would seek to hold those
responsible accountable, and he pressed for better oversight and
regulation of larger banks. He promised that no losses would be
borne by taxpayers.

“We must get the full accounting of what happened,” he said.
“Americans can have confidence that the banking system is safe.”
Biden also said the managers of the banks should be fired.

“If the bank is taken over by the FDIC, the people running the
bank should not work there anymore,” he said, referring to the
Federal Deposit Insurance Corp., the agency responsible for
ensuring the stability of the banking system.

Michele Barry, a teacher who was at Silicon Valley Bank on
Monday, said members of the FDIC and bank employees were
available to answer questions.
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Barry, who also runs an after-school program for children,
wanted to make sure that her four employees would be paid. She
was told that all checks from Friday would be honored, along with
her automatic payments.

Barry left enough in her account to cover the payments, but
she transferred the bulk of her money over to another bank. She
said Biden’s reassurance was helpful.

“I’m from South Africa. Chances are if this happened in South
Africa, nobody would insure your money,” she said.

International regulators also had to step in to ease investor
fears. The Bank of England and U.K. Treasury said they had
facilitated the sale of a Silicon Valley Bank subsidiary in London
to HSBC, Europe’s biggest bank. The deal protected 6.7 billion
pounds ($8.1 billion) of deposits.

Under the plan announced by U.S. regulators, depositors at
Silicon Valley Bank and Signature Bank, including those whose
holdings exceed the $250,000 insurance limit, will be able to
access their money on Monday. Under a new Fed program, banks
can post those securities as collateral and borrow from the
emergency facility.

The Treasury has set aside $25 billion to offset any losses
incurred. Fed officials said, however, that they do not expect to
have to use any of that money, given that the securities posted as
collateral have a very low risk of default.

New York bank regulators took possession of Signature Bank
on Sunday, ousting its leaders and handing day-to-day control
over to the FDIC as part of a move in which the federal
government agreed to guarantee full deposits — even those over
the $250,000 threshold.

New York Gov. Kathy Hochul described the decision by the
state Department of Financial Services as aimed at holding off a
bigger crisis involving more banks.

“Our view was to make sure that the entire banking
community here in New York was stable, that we can project
calm,” Hochul said in a news conference Monday.

She said a high volume of withdrawals that began last week
continued with online transactions through the weekend. The
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bank was open Monday under the name of Signature Bridge
Bank.

Signature, which was founded more than two decades ago,
has about 40 offices across the country and says it focuses on
banking for privately owned businesses, their owners and senior
managers.

Though Sunday’s steps marked the most extensive
government intervention in the banking system since the 2008
financial crisis, the actions were relatively limited compared with
15 years ago.

The two failed banks themselves have not been rescued, and
taxpayer money has not been provided to them.

Some prominent Silicon Valley executives feared that if
Washington did not rescue their failed bank, customers would
make runs on other financial institutions in the coming days.
Stock prices plunged over the last few days at other banks that
cater to technology companies, such as First Republic and
PacWest Bank.

Among the bank’s customers are a range of companies,
including many California wineries that rely on Silicon Valley
Bank for loans, and technology startups devoted to combating
climate change.

Tiffany Dufu, founder and CEO of The Cru, a New York-
based career coaching platform and community for women, had
her money tied up at Silicon Valley Bank.

She said in video on LinkedIn that she had to pay employees
out of her personal account. With two teenagers to support who
will be heading to college, she said she was relieved to hear that
the government intends to make depositors whole.

“Small businesses and early stage startups don’t have a lot of
access to leverage in a situation like this, and we’re often in a very
vulnerable position, particularly when we have to fight so hard to
get the wires into your bank account to begin with, particularly
for me, as a Black female founder,” Dufu said.

___Rugaber and Megerian reported from Washington. Sweet
and Bussewitz reported from New York. Associated Press writers
Hope Yen in Washington; Michelle Chapman in New York;
Jennifer McDermott in Providence, Rhode Island; Geoff
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Mulvihill in Cherry Hill, New Jersey; and Danica Kirka in

London contributed to this report.
https://apnews.com/article/silicon-valley-bank-uk-bailout-hsbhc-sale-
4d2da0e9c6139c0fd8faf321a2b295cf?utm_source=apnews&utm_medium=rel

atedcontentmodule

12 - US government moves to stop potential banking
crisis

By KEN SWEET, CHRISTOPHER RUGABER, CHRIS
MEGERIAN and CATHY BUSSEWITZyesterday

People look at signs posted outside of an entrance to Silicon
Valley Bank in Santa Clara, Calif., Friday, March 10, 2023. From
winemakers in California to startups across the Atlantic Ocean,
companies are scrambling to figure out how to manage their
finances after their bank, Silicon Valley Bank, suddenly shut
down on Friday. The meltdown means distress not only for
businesses but also for all their workers whose paychecks may get
tied up in the chaos. (AP Photo/Jeff Chiu)

NEW YORK (AP) — The U.S. government took
extraordinary steps Sunday to stop a potential banking crisis after
the historic failure of Silicon Valley Bank, assuring all depositors
at the failed institution that they could access all their money
quickly, even as another major bank was shut down.

The announcement came amid fears that the factors that
caused the Santa Clara, California-based bankto fail could
spread. Regulators had worked all weekend to try to find a buyer
for the bank, which was the second-largest bank failure in history.
Those efforts appeared to have failed Sunday.

In a sign of how fast the financial bleeding was occurring,
regulators announced that New York-based Signature Bank had
also failed and was being seized on Sunday. At more than $110
billion in assets, Signature Bank is the third-largest bank failure
in U.S. history.

The near-financial crisis that U.S. regulators had to intervene
to prevent left Asian markets jittery as trading began Monday.
Japan’s benchmark Nikkei 225 sank 1.6% in morning trading,
Australia’s S&P/ASX 200 lost 0.3% and South Korea’s Kospi
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shed 0.4%. But Hong Kong’s Hang Seng rose 1.4% and the
Shanghai Composite increased 0.3%.

In an effort to shore up confidence in the banking system, the
Treasury Department, Federal Reserve and FDIC said Sunday
that all Silicon Valley Bank clients would be protected and able
to access their money. They also announced steps that are
intended to protect the bank’s customers and prevent additional
bank runs.

“This step will ensure that the U.S. banking system continues
to perform its vital roles of protecting deposits and providing
access to credit to households and businesses in a manner that
promotes strong and sustainable economic growth,” the agencies
said in a joint statement.

Under the plan, depositors at Silicon Valley Bank and
Signature Bank, including those whose holdings exceed the
$250,000 insurance limit, will be able to access their money on
Monday.

Also Sunday, another beleaguered bank, First Republic Bank,
announced that it had bolstered its financial health by gaining
access to funding from the Fed and JPMorgan Chase.

Startups can't get money from Silicon Valley Bank

Tech startups are facing serious financial trouble after the
failure of Silicon Valley Bank. Regulators rushed Friday to seize
the assets of the nation's 16th largest bank after depositors rushed
to withdraw their money. (AP Video/Terry Chea) (March 10)

0 seconds of 1 minute, 12 secondsVolume 90%

In a separate announcement, the Fed late Sunday announced
an expansive emergency lending program that’s intended to
prevent a wave of bank runs that would threaten the stability of
the banking system and the economy as a whole. Fed officials
characterized the program as akin to what central banks have done
for decades: Lend freely to the banking system so that customers
would be confident that they could access their accounts
whenever needed.

The lending facility will allow banks that need to raise cash
to pay depositors to borrow that money from the Fed, rather than
having to sell Treasuries and other securities to raise the money.
Silicon Valley Bank had been forced to dump some of its
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Treasuries at at a loss to fund its customers’ withdrawals. Under
the Fed’s new program, banks can post those securities as
collateral and borrow from the emergency facility.

The Treasury has set aside $25 billion to offset any losses
incurred under the Fed’s emergency lending facility. Fed officials
said, however, that they do not expect to have to use any of that
money, given that the securities posted as collateral have a very
low risk of default.

Analysts said the Fed’s program should be enough to calm
financial markets on Monday.

“Monday will surely be a stressful day for many in the
regional banking sector, but today’s action dramatically reduces
the risk of further contagion,” economists at Jefferies, an
investment bank, said in a research note.

Though Sunday’s steps marked the most extensive
government intervention in the banking system since the 2008
financial crisis, its actions are relatively limited compared with
what was done 15 years ago. The two failed banks themselves
have not been rescued, and taxpayer money has not been provided
to the banks.

President Joe Biden said Sunday evening as he boarded Air
Force One back to Washington that he would speak about the
bank situation on Monday. In a statement, Biden also said he was
“firmly committed to holding those responsible for this mess fully
accountable and to continuing our efforts to strengthen oversight
and regulation of larger banks so that we are not in this position
again.”

Regulators had to rush to close Silicon Valley Bank, a
financial institution with more than $200 billion in assets, on
Friday when it experienced a traditional run on the bank where
depositors rushed to withdraw their funds all at once. It is the
second-largest bank failure in U.S. history, behind only the 2008
failure of Washington Mutual.

Some prominent Silicon Valley executives feared that if
Washington didn’t rescue the failed bank, customers would make
runs on other financial institutions in the coming days. Stock
prices plunged over the last few days at other banks that cater to
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technology companies, including First Republic Bank and
PacWest Bank.

Among the bank’s customers are a range of companies from
California’s wine industry, where many wineries rely on Silicon
Valley Bank for loans, and technology startups devoted to
combating climate change. Sunrun, which sells and leases solar
energy systems, had less than $80 million of cash deposits with
Silicon Valley. Stitchfix, the clothing retail website, disclosed
recently that it had a credit line of up to $100 million with Silicon
Valley Bank and other lenders.

Tiffany Dufu, founder and CEO of The Cru, a New York-
based career coaching platform and community for women,
posted a video Sunday on LinkedIn from an airport bathroom,
saying the bank crisis was testing her resiliency. Given that her
money was tied up at Silicon Valley Bank, she had to pay her
employees out of her personal bank account. With two teenagers
to support who will be heading to college, she said she was
relieved to hear that the government’s intent is to make depositors
whole.

“Small businesses and early-stage startups don’t have a lot of
access to leverage in a situation like this, and we’re often in a very
vulnerable position, particularly when we have to fight so hard to
get the wires into your bank account to begin with, particularly
for me, as a Black female founder,” Dufu told The Associated
Press.

Silicon Valley Bank began its slide into insolvency when its
customers, largely technology companies that needed cash as they
struggled to get financing, started withdrawing their deposits. The
bank had to sell bonds at a loss to cover the withdrawals, leading
to the largest failure of a U.S. financial institution since the height
of the financial crisis.

Treasury Secretary Janet Yellen pointed to rising interest
rates, which have been increased by the Federal Reserve to
combat inflation, as the core problem for Silicon Valley Bank.
Many of its assets, such as bonds or mortgage-backed securities,
lost market value as rates climbed.

Sheila Bair, who was chairwoman of the FDIC during the
2008 financial crisis, recalled that with nearly all the bank failures
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then, “we sold a failed bank to a healthy bank. And usually, the
healthy acquirer would also cover the uninsured because they
wanted the franchise value of those large depositors so optimally,
that’s the best outcome.”

But with Silicon Valley Bank, she told NBC’s “Meet the
Press,” “this was a liquidity failure, it was a bank run, so they
didn’t have time to prepare to market the bank. So they’re having
to do that now, and playing catch-up.”

Rugaber and Megerian reported from Washington. Sweet and
Bussewitz reported from New York.

Associated Press Writers Hope Yen in Washington and
Jennifer McDermott in Providence, Rhode Island, contributed to

this report.
https://apnews.com/article/silicon-valley-bank-bailout-yellen-deposits-
failure-94f2185742981daf337c4691bbb9ecle

13 - After two historic US bank failures, here’s what
comes next

By CHRISTOPHER RUGABER and KEN SWEETyesterday

FILE- The seal of the Board of Governors of the United States
Federal Reserve System is displayed in the ground at the Marriner
S. Eccles Federal Reserve Board Building in Washington, Feb. 5,
2018. Facing the prospect of a third financial crisis in less than
two decades, the Federal Reserve initiated a broad emergency
lending program late Sunday, March 12, 2023, intended to shore
up confidence in the nation's financial system following the
collapse of two large banks with deep ties to the tech industry.
(AP Photo/Andrew Harnik, File)

WASHINGTON (AP) — Two large banks that cater to the
tech industry have collapsed after a bank run, government
agencies are taking emergency measures to backstop the financial
system, and President Joe Biden is reassuring Americans that the
money they have in banks is safe.

It’s all eerily reminiscent of the financial meltdown that began
with the bursting of the housing bubble 15 years ago. Yet the
initial pace this time around seems even faster.
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Over the last three days, the U.S. seized the two financial
institutions after a bank run on Silicon Valley Bank, based in
Santa Clara, California. It was the largest bank failure since
Washington Mutual went under in 2008.

How did we get here? And will the steps the government
unveiled over the weekend be enough?

Here are some questions and answers about what has
happened and why it matters:

WHY DID SILICON VALLEY BANK FAIL?

Silicon Valley Bank had already been hit hard by a rough
patch for technology companies in recent months and the Federal
Reserve’s aggressive plan to increase interest rates to combat
inflation compounded its problems.

The bank held billions of dollars worth of Treasuries and other
bonds, which is typical for most banks as they are considered safe
investments. However, the value of previously issued bonds has
begun to fall because they pay lower interest rates than
comparable bonds issued in today’s higher interest rate
environment.

AP EXPLAINS: Government intervenes as banks crumble

Two large banks have collapsed, government agencies are
taking emergency measures to backstop the financial system, and
President Joe Biden is reassuring Americans that money they've
placed in banks is safe. Associated Press reporter Ken Sweet
explains. (March 13)

That’s wusually not an issue either because bonds are
considered long term investments and banks are not required to
book declining values until they are sold. Such bonds are not sold
for a loss unless there is an emergency and the bank needs cash.

Silicon Valley, the bank that collapsed Friday, had an
emergency. Its customers were largely startups and other tech-
centric companies that needed more cash over the past year, so
they began withdrawing their deposits. That forced the bank to
sell a chunk of its bonds at a steep loss, and the pace of those
withdrawals accelerated as word spread, effectively rendering
Silicon Valley Bank insolvent.

WHAT DID THE GOVERNMENT DO SUNDAY?
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The Federal Reserve, the U.S. Treasury Department, and
Federal Deposit Insurance Corporation decided to guarantee all
deposits at Silicon Valley Bank, as well as at New York’s
Signature Bank, which was seized on Sunday. Critically, they
agreed to guarantee all deposits, above and beyond the limit on
insured deposits of $250,000.

Many of Silicon Valley’s startup tech customers and venture
capitalists had far more than $250,000 at the bank. As a result, as
much as 90% of Silicon Valley’s deposits were uninsured.
Without the government’s decision to backstop them all, many
companies would have lost funds needed to meet payroll, pay
bills, and keep the lights on.

The goal of the expanded guarantees is to avert bank runs —
where customers rush to remove their money — by establishing
the Fed’s commitment to protecting the deposits of businesses
and individuals and calming nerves after a harrowing few days.

Also late Sunday, the Federal Reserve initiated a broad
emergency lending program intended to shore up confidence in
the nation’s financial system.

Banks will be allowed to borrow money straight from the Fed
in order to cover any potential rush of customer withdrawals
without being forced into the type of money-losing bond sales that
would threaten their financial stability. Such fire sales are what
caused Silicon Valley Bank’s collapse.

If all works as planned, the emergency lending program may
not actually have to lend much money. Rather, it will reassure the
public that the Fed will cover their deposits and that it is willing
to lend big to do so. There is no cap on the amount that banks can
borrow, other than their ability to provide collateral.

HOW IS THE PROGRAM INTENDED TO WORK? Unlike
its more byzantine efforts to rescue the banking system during the
financial crisis of 2007-08, the Fed’s approach this time is
relatively straightforward. It has set up a new lending facility with
the bureaucratic moniker, “Bank Term Funding Program.”

The program will provide loans to banks, credit unions, and
other financial institutions for up to a year. The banks are being
asked to post Treasuries and other government-backed bonds as
collateral.
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Biden insists American 'banking system is safe'

President Joe Biden is telling Americans that the nation’s
financial systems are sound. This comes after the swift and
stunning collapse of two banks that prompted fears of a broader
upheaval. (March 13)

The Fed is being generous in its terms: It will charge a
relatively low interest rate — just 0.1 percentage points higher
than market rates — and it will lend against the face value of the
bonds, rather than the market value. Lending against the face
value of bonds is a key provision that will allow banks to borrow
more money because the value of those bonds, at least on paper,
has fallen as interest rates have moved higher.

As of the end of last year U.S. banks held Treasuries and other
securities with about $620 billion of unrealized losses, according
to the FDIC. That means they would take huge losses if forced to
sell those securities to cover a rush of withdrawals.

HOW DID THE BANKS END UP WITH SUCH BIG
LOSSES? Ironically, a big chunk of that $620 billion in
unrealized losses can be tied to the Federal Reserve’s
own interest-rate policies over the past year.

In its fight to cool the economy and bring down inflation, the
Fed has rapidly pushed up its benchmark interest rate from nearly
zero to about 4.6%. That has indirectly lifted the yield, or interest
paid, on a range of government bonds, particularly two-year
Treasuries, which topped 5% until the end of last week.

When new bonds arrive with higher interest rates, it makes
existing bonds with lower yields much less valuable if they must
be sold. Banks are not forced to recognize such losses on their
books until they sell those assets, which Silicon Valley was forced
to do.

HOW IMPORTANT ARE THE GOVERNMENT
GUARANTEES? They’re very important. Legally, the FDIC is
required to pursue the cheapest route when winding down a bank.
In the case of Silicon Valley or Signature, that would have meant
sticking to rules on the books, meaning that only the first
$250,000 in depositors’ accounts would be covered.

Going beyond the $250,000 cap required a decision that the
failure of the two banks posed a “systemic risk.” The Fed’s six-
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member board unanimously reached that conclusion. The FDIC
and the Treasury Secretary went along with the decision as well.

WILL THESE PROGRAMS SPEND TAXPAYER
DOLLARS? The U.S. says that guaranteeing the deposits won’t
require any taxpayer funds. Instead, any losses from the FDIC’s
insurance fund would be replenished by a levying an additional
fee on banks.

Yet Krishna Guha, an analyst with the investment bank
Evercore ISI, said that political opponents will argue that the
higher FDIC fees will “ultimately fall on small banks and Main
Street business.” That, in theory, could cost consumers and
businesses in the long run.

WILL IT ALL WORK?

Guha and other analysts say that the government’s response
is expansive and should stabilize the banking system, though
share prices for medium-sized banks, similar to Silicon Valley
and Signature, plunged Monday.

“We think the double-barreled bazooka should be enough to
quell potential runs at other regional banks and restore relative
stability in the days ahead,” Guha wrote in a note to clients.

Paul Ashworth, an economist at Capital Economics, said the
Fed’s lending program means banks should be able to “ride out
the storm.”

“These are strong moves,” he said.

Yet Ashworth also added a note of caution: “Rationally, this
should be enough to stop any contagion from spreading and
taking down more banks ... but contagion has always been more
about irrational fear, so we would stress that there is no guarantee

this will work.”
https://apnews.com/article/banks-federal-reserve-silicon-valley-lending-
rescue-a04875a164165b50e971ff4576bf4e27
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