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• Inflation

• Bank Risks

• SVB, Silvergate, etc.

• Who’s to Blame?

• Q&A
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FEDERAL RESERVE BOARD

Monetary policy
¡ Sets US Discount Rate
¡ Rate paid by member banks

PRESIDENT & CONGRESS

Fiscal policy
¡ Deficit spending
¡ Monetize the debt



Copyright © 2023 by Dr. Matthew Will. All rights reserved 

2008 2020
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“Capitalism, Socialism, and 
Democracy”

By 
Joseph Schumpeter
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Source: https://www.instituteforsupplymanagement.org/ismreport/mfgrob.cfm?SSO=1

https://www.instituteforsupplymanagement.org/ismreport/mfgrob.cfm?SSO=1
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Monetary 
Policy

Increase 
Discount 

Rate

Fiscal 
Policy

Less Deficit 
Spending

Economic 
Growth

Sell More 
Stuff
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JANUARY 2020  AUGUST 2023

¡ PMI   47.6
¡ New orders  46.8
¡ Employment  48.5
¡ Deliveries  48.6
¡ Inventories  44.0
¡ Backlog   44.1
¡ Prices   48.4

Source: https://www.instituteforsupplymanagement.org/ismreport/mfgrob.cfm?SSO=1

¡ PMI   50.9
¡ New orders  52.0
¡ Employment  46.6
¡ Deliveries  52.9
¡ Inventories  43.8
¡ Backlog   45.7
¡ Prices   53.3

https://www.instituteforsupplymanagement.org/ismreport/mfgrob.cfm?SSO=1
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2022 2023

Income 3.00% 3.50%

Cost -2.50% -3.00%

Profit 
"Spread"

+0.50% +0.50%
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2022 2023

Income 4.00% 4.00%

Cost -0.50% -5.18%

Profit 
"Spread"

+3.5% -1.18%
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Default

Delayed payment

Reduced Payment

Non-payment

Measurement

Reduced asset values

Value at Risk

Risk Based Capital
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Owners (10.5%) Depositors (89.5%)

Total Capital

Loans Made

Basel III 
Recommended

Bank Owners
Equity & 

Bonds (AT1)
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$18.4 bil (16.18 %) $ 95.25 bil (83.82 %)

Total Capital

Loans = Asset Value (reported) = $113.628 bil

Asset Value (actual) = $97.7 bil$15.9 bil lost (Sept ‘22)

Sources:  WSJ Report  3/19/23 https://www.wsj.com/articles/fed-raised-concerns-about-svbs-risk-management-in-2019-4a1d802c ,  SVB Basel Report 12/31/22

WSJ Reports OCC 
issued warning 

letter in 2019. No 
action taken.

March 2023
Depositors realize 
and run on bank

https://www.wsj.com/articles/fed-raised-concerns-about-svbs-risk-management-in-2019-4a1d802c
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Sell 
Assets

Depositors request their cash

New deposits are insufficient

Assets must be sold at loss

MV of assets below BV
HTM vs. AFS
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https://www.theinformation.com/articles/svbs-9-5-billion-venture-unit-included-large-investments-in-andreessen-sequoia-documents-show
SVB RBC Report 12/31/22

Risky Assets
Corporate exposure tech dominated

Venture Capital = $9.5+ bil

Crypto banking clients
• BlockFi
• Circle
• Avalanche
• Ripple
• etc.

https://www.theinformation.com/articles/svbs-9-5-billion-venture-unit-included-large-investments-in-andreessen-sequoia-documents-show
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https://www.federalreserve.gov/publications/files/svb-review-20230428.pdf
https://www.wsj.com/articles/regulators-to-publish-postmortems-on-silicon-valley-bank-signature-failures-37abe07 

SVB
• 2019 Fed warning letter
• April 2021 removed interest rate hedges 

• Speculating on rate decreases
• Aug 2021 Fed assigned “failing rating” for control measures

• No action taken
• Sept 2022, disclosed $15.9 billion of MV loss
• Feb 2023, Fed staff reported unrealized losses
• Fed rated deposits as “Stable”

• SVB breached risk limits for many years
• 31 open warnings from Fed regulators .. Dating back to 8/17/21
• Many more … 114 page report

Signature
• 2019 Fed downgraded liquidity risk rating

• 60 depositors with $250 made up 40% of total deposits

https://www.federalreserve.gov/publications/files/svb-review-20230428.pdf
https://www.wsj.com/articles/regulators-to-publish-postmortems-on-silicon-valley-bank-signature-failures-37abe07
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DEFINITION

¡ The fraudulent investment scheme is 
premised on using new investors' 
funds to pay the previous investors.
 Investopedia

¡ New Demand Deposits are being used 
to payoff old Demand Deposits.

¡ Bank Runs expose the Ponzi Scheme

Last 
Depositor

3rd  
Depositor

2nd 
Depositor

First 
Depositor
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Investment 
Banks

Traditional 
Banks

Riskier 
Banks
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Traditional 
Bank

Hedged 
Interest 
Rates

Low Credit 
Risk

Investment 
Bank

Interest  
rate risk

High credit 
risk

• UBS Pays $3.4 bil for CS

• AT1 write off = $18 bil

• Major VC exposure

• VC competition
• Saudi depositor requests 

withdrawal of $4.2 bil
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JP Morgan Chase $ 13.4 bil
Citigroup $ 8.8 bil
Credit Suisse $ 6.3 bil
UBS $ 1.7 bil
Huntington Bank $0.00
Old National Bank $0.00

Source: https://violationtracker.goodjobsfirst.org/parent/huntington-bancshares 

https://violationtracker.goodjobsfirst.org/parent/huntington-bancshares
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 $ 1,000s 12/31/2020 12/31/2021 12/31/2022

Total Assets 805,822,000 755,833,000 531,358,000

Total Liabilities Net 
Minority Interest

762,881,000 711,603,000 486,027,000

Total Equity Gross 
Minority Interest

42,941,000 44,230,000 45,331,000
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FHLB Lending to Crypto Banks

$ 30 bil from 
JPM and 

others
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Mark Cuban,
 Cost+ Drugs

Bill Ackman

David Sacks $3.3 bil
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“Hope For Homeowners Act”
July 2008

Bear Stearns
March 2008

“American Dream 
Downpayment Act”
Dec 2003

“American Dream 
Downpayment Act” 
Expanded Feb 2009

Fannie Mae Stock Price
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Yellen on SVB Bailout
“We’re not going to do it 

again”
3/12/23

“Secretary Yellen approved 
actions enabling the FDIC to… 
fully protect(s) all depositors.”

Treasury Statement
3/13/23

“was necessary to protect 
the broader US banking 

system,”
3/22/23
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Mark Cuban,
 Cost+ Drugs

Bill Ackman

David Sacks
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Jumbo 
Depositors 

OCC 
Regulation

Interest 
Rate Risk

Credit Risk

Glass 
Stiegel 
Repeal

Fiscal 
Policy

VC

Monetary 
Policy

Crypto

Socialized 
Losses

TARP

Dodd-Frank

Banks

Govt.

Too big to 
fail

Risk 
Mgmt

Source: https://www.thestreet.com/technology/svb-mark-cuban-and-bill-ackman-used-their-influence-to-corner-regulators 

Politics

SVB CEO 
on SF Fed

https://www.thestreet.com/technology/svb-mark-cuban-and-bill-ackman-used-their-influence-to-corner-regulators
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¡ Stock Market
¡ Real Estate

 Evergrande
¡ GDP
¡ Inflation
¡ Currency manipulation
¡ Environment

POP
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¡ Population = 1.4 billion

¡ Vacant Units = 60 million

¡ Housing for 210 million people
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Dr. Matt Will
Web: www.mattwill.com
Email: mwill@uindy.edu
Twitter: @DrMattWill

http://www.mattwill.com/
mailto:mwill@uindy.edu
http://www.twitter.com/DrMattWill

