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Could Biden and The Fed have caused the SVB collapse? 

 

Well let’s look at what Biden and the Fed could have done to cause the collapse.   

 

Biden along with Congress spent a significant amount of money which potentially flooded the 
system with cash and possibly caused the inflation we have seen over the last 2-3 years.  
Monetary theory suggests that inflation could be tied to the growth of the money supply.  Since 
the money supply increased substantially over a short period of time it is not surprising that we 
had significant inflation. 

 

About 1-year ago a 30-year mortgage was around 4%.  Today it could be 5-6.5% or more.  That 
increase was a direct reflection of the interest rate increases initiated by the Federal Reserve.  
Prior to the Fed raising rates, 10-year Treasury notes may have been yielding 2-3%.  By raising 
interest rates the holders of the bonds experienced a paper loss on their bonds as an increase 
in interest rates reduces the market value of the bonds. 

 

For example: 

If we have bond valued at $100,000 at issue and the bond is paying 3% interest, then you could 
earn $3,000/yr. 

Let’s assume that the market interest rate is now 4.5% but you are still earning $3000/yr.  The 
new value of the bond could be around $66,666.  On paper you have lost about $33,334 of 
principal.  But until the bond is sold you have not experienced any losses.  If you hold the bond 
to maturity, then you could receive back your $100,000 plus the interest you earned over the 
time period. 

 

US Treasuries are considered one of the safest investment instruments in the world.  SVB 
purchased treasuries and because the Fed raised interest rates, devalued the investment so on 
paper the bank had a loss.  So, in essence the Fed may have partially caused the banks problem.  
Since SVB’s take over by regulators prices on the bonds SVB was holding have increased in 
value as more people are buying treasuries driving the prices up and the interest earned down.  
This could mean that FDIC may have to raise less capital to meet depositors needs.  

 

There has been discussion indicating that SVB will not receive a taxpayer bailout.  Let’s think 
about this.  FDIC insurance is paid for by … Banks.  What happens when insurance companies 
have tremendous losses due to a natural disaster such as a hurricane?  Premiums increase 
usually not just in the area that incurred the loss but is spread across all the policyholders in the 
country.  The amount of the increase could vary by region. 
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So, if FDIC is going to make everyone whole, they are going to need to replenish and possibly 
create a larger reserve for future bank issues.  So, if FDIC needs more money and increases the 
premium, they are charging banks and banks want to make at least the same amount as last 
year where do you believe the additional funds are going to come from?   

 

For the most likely answer look in the mirror. Many customers of banks may experience higher 
minimums, lower credited interest rates and possibly other costs that they did not previously 
incur. 

 

If consumers are paying more, getting less and many depositors may pay income taxes … didn’t 
indirectly taxpayer’s potentially bailout SVB?  Remember that the big print gives and the small 
print takes it away.  Follow the money trail as it usually tells you what you need to know.  
Unfortunately, many people don’t connect the dots. 

 

Ask yourself this question.  Could there be another reason other than banking stability to make 
ALL depositors whole?  Everyone knows that the FDIC limit is $250,000.  It’s on your bank book, 
website, door to the bank and numerous other places.  So why should people be surprised that 
over $250,000 would not be covered.  Consider this where is the bank located and who does 
that sector generally support in elections?  Could there be a quid pro quo? Just a thought. 

 

If you are interested in possibly finding aways to possibly keep up with these additional costs, 
keep pace with inflation or generally earn more on your money, please give me a call at 630-
235-5273 or email me at mflanagan@flanaganfinancialservicess.net and we can discuss your 
situation. 
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