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Silicon Valley Bank and Its Implications 

March 2023 

Last week, a run on the bank led federal regulators to take over Silicon Valley Bank (SVB) and Signature Bank 
and guarantee all depositors would be made whole. This note shares our thoughts on what we believe 
happened and why, what it means, what we are doing, and what we think investors should do. 

What Happened 

Last Wednesday, SVB announced a $1.8 billion loss on $21 billion in securities sales and sought to raise fresh 
capital.1 This news coincided with a Moody’s downgrade of the bank. In response, venture firms advised their 
portfolio companies to pull their money, and depositors withdrew $42 billion in a single day, precipitating an 
FDIC takeover.2 The second-largest bank failure in U.S. history was quickly followed by the third-largest, 
Signature Bank, which the FDIC took over on Sunday. The government subsequently stepped in to back all 
deposits at SVB and Signature (including those that were uninsured) to stem further contagion. While these 
actions have served to mitigate the panic, many regional banks have continued to experience falling stock 
prices and deposit outflows this week.3 Larger European banks have also come under pressure, and the Swiss 
National Bank announced that it would support Credit Suisse if necessary.4 

Why It Happened 

SVB’s deposit base had increased almost fourfold in less than four years, peaking at $198 billion in early 
2022, as venture capital and growth equity investing boomed.5 Deposits were concentrated among startups, 
and ~90% of deposits were uninsured (account balances exceeded the FDIC-insured level of $250K).6 This 
made deposits less sticky, as customers drew down cash to fuel growth and were quick to withdraw their 
money at signs of trouble. Meanwhile, SVB invested an unusually large percentage of deposits in unhedged, 
long-duration bonds that fell sharply in value as interest rates rose over the past year.7 Massive withdrawals 
and an inability to find alternative funding led to both SVB’s and Signature’s failure and triggered a larger 
crisis of confidence in our regional banking system.  

We see the failure of these regional banks as an example of the cracks that start to show when financial 
conditions tighten rapidly after years of easy money. When Covid hit, coordinated monetary and fiscal stimulus 
flooded the system with liquidity, sending asset prices soaring and pumping cash deposits into banks. As 
inflation took hold, the Fed was forced to respond, and it embarked on the most aggressive tightening in forty 
years, selling assets and hiking interest rates from 0% to 4.5% in twelve months. Rapidly rising rates were a 
headwind for asset prices and reduced the economy’s access to cheap credit, with the most notable impact 
thus far on the sectors that were most dependent on that credit – real estate and unprofitable technology. 

What It Means 

Bigger picture, we believe we are now seeing the first signs of stress in the financial system. The past week 
revealed that, notwithstanding the global financial crisis and the regulations that followed, the system remains 



 

 

 

10635 Santa Monica Blvd. Suite 240, Los Angeles CA 90025 | T 424.283.3800 | F 424.283.3899 | www.EvokeAdvisors.com 

2 

 

highly vulnerable to a crisis of confidence. In the near term, we expect the Fed and Treasury to continue to 
guarantee deposits to mitigate risk, while regulators seek to ensure that, going forward, banks do not take 
excessive investment risk with deposits backed by the government. We also expect companies and individuals 
may continue to migrate from regional banks to “money center” banks, moving excess deposits to money-
market funds or Treasury bills to better protect their assets and earn higher yields.  

While these disruptions may seem mild, we expect the fallout to be more profound. SVB and Signature were 
key players in the venture and crypto ecosystems, respectively. Their absence may impede future growth and 
investment and hasten weaker companies’ demise. In addition, if banks were tightening lending standards 
before last week (they were), we expect credit to be even more difficult to access going forward – and that’s 
before accounting for banks’ shrinking deposit bases. Ordinarily these types of financial panics are met with 
monetary easing (i.e., cutting of interest rates), but with inflation still running at 6%, the Fed is now facing a 
more difficult set of tradeoffs. Time will tell whether systemic concerns lead the Fed to pause or even ease (as 
bond markets now seem to expect) or, on the contrary, to continue tightening knowing government tools and 
guarantees can be called upon again if needed.8 Either way, we see last week’s events as the natural outcome 
of a process that began a year ago. While we can’t predict where the next cracks will show, we expect this to 
be a harbinger of more to come as the tightening proliferates through the economy, ultimately resulting in a 
meaningful slowdown in economic activity. 

What We Are Doing and Think Investors Should Do 

Over the past few days, we have been in close touch with our managers across asset classes, who have 
confirmed that they are not materially impacted by the banks’ collapse. Any uninsured deposits within SVB 
and Signature accounts are now fully guaranteed by the FDIC and have been recovered. Where applicable, 
managers are establishing additional banking relationships and lines of credit (primarily with money center 
banks) and working with portfolio companies to do the same. 

From an investment perspective, we have generally counseled against holding excess cash in deposit accounts 
(such as checking, savings, and CDs), as we believe investors can earn higher yields with less risk and similar 
liquidity in money-market funds or T-bills. We have also long recommended diversifying portfolios to balance 
risk to different economic environments, as equity-concentrated portfolios remain particularly susceptible to 
financial system stress and a slowing economy. Additionally, market dislocations may present attractive 
opportunities for active management in both private and public markets.  

We are grateful for your trust and stand ready to help you navigate the challenges to come.  
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NOTES 

1 https://www.ft.com/content/6943e05b-6b0d-4f67-9a35-9664fb456504.  
2 Ibid. 
3 https://www.nytimes.com/2023/03/13/business/regional-bank-stocks.html.  
4 https://www.wsj.com/articles/credit-suisse-shares-plunge-as-bank-storm-spreads-to-europe-7251349d; 
https://www.washingtonpost.com/business/2023/03/15/svb-banking-credit-suisse-stocks/. .  
5 https://www.wsj.com/articles/bond-losses-push-silicon-valley-bank-parent-to-raise-capital-125e89d4.  
6 https://am.jpmorgan.com/content/dam/jpm-am-aem/global/en/insights/eye-on-the-market/silicon-valley-bank-failure-amv.pdf.  
7 Ibid. 
8 https://www.wsj.com/articles/banking-crisis-powers-historic-bond-rally-d245641f. 

IMPORTANT INFORMATION 

Past performance is not an indication of future results. 

Advanced Research Investment Solutions, LLC (“ARIS”) and Evoke Wealth, LLC (“Evoke Wealth”) (collectively referred to hereinafter as “Evoke 
Advisors”) are SEC-registered investment advisers that provide investment advisory services and investment consulting services to a select set of 
clients and pooled investment vehicles. None of Evoke Advisors’ services are intended to represent a complete investment program.  

This publication is for educational, illustrative and informational purposes only and does not represent investment advice or a recommendation of 
or as an offer or solicitation with respect to the purchase or sale of any particular security, strategy or investment product.  

Different types of investments involve varying degrees of risk, including possible loss of the principal amount invested. Therefore, it should not be 
assumed that future performance of any specific investment or investment strategy (including the investments and/or investment strategies 
recommended and/or undertaken by Evoke Advisors), or any non-investment related content, will be profitable, equal any corresponding 
indicated historical performance level(s), be suitable for a client’s portfolio or individual situation, or prove successful. Nothing contained herein is 
intended to predict the performance of any investment. There can be no assurance that actual outcomes will match the assumptions or that actual 
returns will match any expected returns.  

This publication does not constitute, and should not be construed to constitute, an offer to sell, or a solicitation of any offer to buy, interests in any 
Evoke Advisors-sponsored fund, which can only be made by means of an offering memorandum and other governing documents for the respective 
fund. 

This publication does not take into account your particular investment objectives, financial situation or needs, should not be construed as legal, tax, 
financial or other advice, and is not to be relied upon in making an investment or other decision. 

Certain information contained herein constitutes forward-looking statements (including projections, targets, hypotheticals, ratios, estimates, returns, 
performance, opinions, activity and other events contained or referenced herein), which can be identified by the use of terms such as “may,” “will,” 
“should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue” or “believe” or other variations (or the negatives thereof) thereof. Due 
to various risks, assumptions, uncertainties and actual events, including those discussed herein and in the respective analyses, actual results, returns 
or performance may differ materially from those reflected or contemplated in such forward-looking statements. As a result, you should not rely on 
such forward-looking statements in making any investment decisions. 

Certain information contained herein has been obtained or derived from unaffiliated third-party sources and, while Evoke Advisors believes this 
information to be reliable, neither Evoke Advisors nor any of its affiliates make any representation or warranty, express or implied, as to the 
accuracy, timeliness, sequence, adequacy or completeness of the information.  

The information contained herein and the opinions expressed herein are those of Evoke Advisors as of the date of writing, are subject to change 
due to market conditions and without notice, and have not been approved or verified by the United States Securities and Exchange Commission 
(the “SEC”), the Financial Industry Regulatory Authority (“FINRA”), or by any state securities authority.  

This publication is not intended for redistribution or public use without Evoke Advisors’ express written consent. 
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