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       Silicon Valley Bank (SVB) Shutdown Sends Shockwaves through Markets 

Reuters 3/10/2023 

Startup-focused lender SVB became the largest bank failure since the 2008 financial crisis, in a sudden 
collapse that roiled global markets and left billions of dollars belonging to companies and investors 
stranded. 89% of the bank's $175 billion in deposits were uninsured (over $250k) as of the end of 2022, 
according to the FDIC, and its fate remains to be determined. 

SVB (the 16th largest in the US.) has been central to the formation of many early-stage companies due 
to its reputation for taking bets on startups that may have had little chance of survival otherwise and for 
which larger banks may find far too risky. It has had financial relationships with a who’s who of Silicon 
Valley firms over the years. Uncertainty swept through Silicon Valley as startup founders and venture 
capital firms worried they could, among other things, fail to make payroll. 

ABC News 15 Phoenix 3/10/2023: Tempe AZ jobs at stake as Silicon Valley Bank seized by regulators 

In 2019, the bank announced it was expanding its Tempe presence and moved into the remainder of 
the Hayden Ferry Lakeside I building during the first quarter of 2020. 

During the year prior, the bank's Tempe location grew from about 400 people to more than 700 workers 
and planned to reach about 1,000 over the next several years, according to Phoenix Business Journal. 

Silicon Valley was heavily exposed to tech industry and there is little chance of contagion in the banking 
sector similar to the chaos in the months leading up to the Great Recession more than a decade ago. 
Major banks today have sufficient capital to avoid a similar situation. 

Silicon Valley Bank's failure came with incredible speed. Silicon Valley Bank executives were looking 
to raise capital early Friday or find additional investors. But trading in its shares was halted before the 
opening bell due to extreme volatility. 

Shortly before noon eastern time, the Federal Deposit Insurance Corporation moved to shutter the 
bank. Notably, the FDIC did not wait until the close of business to seize the bank, as is typical in an 
orderly wind-down of a financial institution. The FDIC could not immediately find a buyer for the bank's 
assets, signaling how fast depositors had cashed out. The bank's deposits will now be locked up in 
receivership.  The FDIC said deposits below the $250,000 limit would be available Monday morning. 

Silicon Valley Bank on Thursday announced plans to raise up to $1.75 billion in order to strengthen its 
capital position amid concerns about higher interest rates and the economy. Shares plunged 60% 
Thursday, and rocketed lower again Friday before the open of the Nasdaq where it is traded. 

Silicon Valley is not small, holding $210 billion in assets. It acts as a major financial conduit for venture 
capital-backed companies, which have been hit hard in the past 18 months as the Federal Reserve has 
raised interest rates and made riskier tech assets less attractive to investors. 

Venture capital-backed companies were reportedly being advised to pull at least two months' worth of 
"burn" cash out of Silicon Valley Bank to cover expenses. Typically VC-backed companies are not 
profitable and how quickly they use the cash they need to run their businesses — their so-called "burn 
rate" — is a typically important metric for investors. 

BBC News 3/10/2023: The founder of a healthcare start-up said: "Literally three days ago, we just hit 
a million dollars in our bank account... And then this happens."  
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The collapse came after SVB said it was trying to raise $2.25bn to plug a loss caused by the sale of 
assets, mainly US government bonds, which plunged in value as interest rates soared.  

Concerns that other banks could face similar problems led to the widespread selling of bank shares 
globally. (Which spread to the broader market, especially with the uncertainties going into a weekend.) 

A crucial lender for early-stage businesses, the company is the banking partner for nearly half of US 
venture-backed technology and healthcare companies that listed on stock markets last year. But the bank 
has been under pressure, as higher rates make it harder for start-ups to raise money through private 
fundraising or share sales, and more clients withdrew deposits, moves that snowballed this week. 

Alexander Yokum, equity research analyst at CFRA, said banks that specialize in single industries are 
seen as vulnerable to rapid withdrawals, like the one that hit SVB.   "Silicon Valley Bank would not have 
lost money if they hadn't run out of cash to give back to their customers," he said. "The issue was that 
people wanted money and they didn't have it - they had it invested and those investments were down."   "I 
know there's a lot of fear, but it's definitely company-specific," he said. "The average Joe should be fine," 
he added, but he said tech firms would likely find it even harder to raise money." 

MSNBC 3/10/2023: Shares in some major US banks recovered on Friday, but the sell-off continued to 
hit smaller firms, forcing trading halts.  Panic spread to other regional banks, with many dropping over 
20% on Friday afternoon. Large banks are subject to aggressive stress tests and many believe they 
are overcapitalized as a result. The situation is nothing like what happened in 2008. A host of 
companies filed short disclosures (SEC Form 8-K) Friday indicating they had no exposure to SVB.  

With the much-stronger-than-expected jobs report issued Friday morning, pressure built for the Fed to 
raise rates even more at its next rate decision to be released on March 22nd. However, Treasury rates 
plummeted after the failure of SVB as money poured into the comparative safety [except for interest 
rate risk, Dave notes.] of Treasuries and money market funds. The latest data showed $5 trillion held 
in money market funds vs $4 trillion pre-pandemic due to pent-up savings during the pandemic. 
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