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UNDERSTANDING WHAT HAPPENED Underlying Causes and the 
Timeline of Events



UNDERSTANDING THE FINAL CALL REPORT 
(SVB - FYE 2022)

As of December 31, 2022 (The Good):

 $4.6 billion in Net Interest Income

 $1.3 billion in Total Non-Interest Income

 $2.8 billion in Non-Interest Expenses

 Equity Increased by $700 million in FY 2022

 $104 million in charged-off loans

 Total Assets of $209 billion versus Total Liabilities of $194 billion (Total Equity of $15.5 
billion)

 $59 billion in loans and leases with a maturity or repricing of three months or less (only $4.5 
billion >1 year)

As of December 31, 2022 (The Bad):

 $7.8 billion on deposit at Federal Reserve Banks

 $76 billion in government debt, FNMA, FHLMC, government-guaranteed, and commercial 
Mortgage-Backed Securities ($25 billion, fair value, available for sale)

 $66 billion in loans and leases held for investment or sale 

 $175 billion in deposits, $151 billion in uninsured deposits (86% Insured)

 Significant deposits were not shown as having “pass-through” FDIC insurance—which is 
becoming more common for FinTech deposits



SVB’S SECURITIES PORTFOLIO

Securities Held-to-Maturity, 
Fair Value

Available-for-Sale, 
Fair Value

U.S. Treasury Securities $0.00 $16 billion

FNMA/FHLMC $41 billion $6.6 billion

RMBs $8.6 billion $678 million

Commercial MBSs $12 billion $1.5 billion

TOTAL (including rows 
not listed above)

$76 billion $26 billion



SILICON VALLEY BANK TIMELINE

 March 8, 2023:  After market close, SVB announces that it intends to offer $1.25 billion in common stock and $500 million in preferred stock.
General Atlantic has also committed to $500 million of common stock.  

 March 8, 2023:  SVB sells substantially all of its available securities portfolio ($21 billion), which resulted in losses of $1.8 billion (not including 
destroying the future fair value of these assets).  This would also take the bank’s equity substantially negative—since it valued these assets at $91 
billion on the balance sheet.

 March 9, 2023:  First reports of venture firms advising portfolio companies to pull funds out of SVB.  ($268 share at close on March 8 to $170 at 
open on March 9).

 March 9, 2023:  SVB customers report online banking outages, wire services down, and customer support lines down.

 March 10, 2023:  California Department of Financial Protection and Innovation announces the closing of SVB, with the FDIC appointed as receiver 
to wind down the bank starting on Monday morning.

 March 11, 2023:  Major FinTech firms begin calling on Congress to back-stop the uninsured deposits of SVB.

 March 11, 2023:  Major FinTechs begin racing to find additional debt and capital in light of discontinuation of advances from SVB (Brex
announces $1 billion “weekend raise”).

 March 11, 2023:  Major FinTechs begin issuing SEC press releases explaining their exposure to SVB.

 March 12, 2023:  FDIC announces publicly that it will guarantee the deposits of SVB, including those above the $250,000 limit.

 SECOND LARGEST BANK FAILUE IN U.S. HISTORY.



A LOOK AT THE BANKING SECTOR IN 2023
Understanding the Sector, Key 
Metrics, and What SVB Failure 
Means at Large



NEW BANK TERM 
FUNDING PROGRAM 

(BTFP) - NOT A BAILOUT

 One-year loans to banks, savings associations, and credit unions that pledge 
qualifying collateral:

 U.S. Treasuries

 Federal Agency Debt

 Qualified Mortgage-Backed Securities 

 Handled similarly to the Federal Reserve’s Discount Window Program (though 
narrower in collateral that is accepted).

 The Discount Window program values collateral at fair market value.  The BTFP will 
value collateral at par value (i.e., the face value).

 Terms are one year, as opposed to the Discount Window, which has 90-day terms.

 The rate charged is the one year overnight index swap rate plus 10 bps—fixed for 
the term.  (Presently 4.68%).

 The Federal Reserve has full recourse against all assets of the institution.



WHY THE FDIC INTERVENED
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COMPARING CRISES

The 2008 Crisis:

 High bank borrowing
 Limited capital
 Product-line exposure
 Significant drop in real estate values

The 2023 Crisis:

 Social-media influenced run on bank
 Sudden withdrawal of deposits creates liquidity crisis
 Bank forced to raise emergency liquidity and liquidate otherwise solid long-term assets

Echoes of 1929-1933?

 Significant Federal Reserve rate hikes in 1928 and 1929 to halt speculation in the securities 
markets.
Most Federal Reserve non-member banks held funds in correspondent banks in the money 

centers.
 It would take time for these rural banks to “call in” funds from the money center banks.
 1930:  Caldwell and Company (Nashville, TN—largest in the South) loses big in the securities 

markets and cannot meet deposit obligations.  This leads to a multi-state withdrawal panic that 
saw banks fail across the mid-south.
 December 11, 1930: Bank of United States (New York, NY—4th largest in the U.S.) announces 

a failed merger.  Upon the announcement, depositors raced to withdraw funds from the bank.  
Newspapers pick up the story and a nationwide withdrawal panic sets in.  Different Fed 
Districts either encouraged borrowing or refused, on a district-by-district basis.  This led 
hundreds of banks to fail because of the lack of liquidity—particularly in districts that curbed 
lending.
 The immediate aftermath caused banks to stop lending and horde cash, and individuals to 

horde cash.  This led to dramatic deflation and reduction in monetary supplies.     



A LIQUIDITY ISSUE—NOT A STRUCTURAL PROBLEM
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A SLOW SHIFT IN THE LENGTH OF LOANS AND SECURITIES ACROSS THE 
SECTOR
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CHALLENGES IN 
2023

 With increasing rates, banks 
have not seen a dramatic 
increase in net interest margins 
(NIMs).

 Many banks had hoped the end 
of the COVID-19 recession 
would lead to increasing NIMs 
as lending returned.

 Lending balances continued to 
grow as banks sought sources of 
income.

 Deposits also decreased 
materially.



OTHER BANKS WITH 
HIGH RATIOS OF 

UNINSURED DEPOSITS

*S&P, Global Market Intelligence (March 14, 2023)

What This Shows Us:
Banks most at risk are those with a combination of high 
uninsured deposits plus a high loan and securities held to 
maturity (HTM) to deposit ratio. 



SILVERGATE BANK



SILVERGATE BANK

 California state-chartered bank jointly regulated by the Federal 

Reserve. 

 Clients were mainly cryptocurrency businesses. 

 After the collapse of FTX in late 2022, Silvergate posted nearly a 

billion dollar loss.

 At crypto's peak in 2021, Silvergate’s total deposits and assets 

were $14.3 billion and $16 billion, respectively.

 Total deposits and assets fell to $6.2 billion and $11.3 billion by 

the end Q4 2022, respectively. 

 Total deposits from digital asset customers declined to $3.8 billion 

from $11.9 billion through Q4 2022.

 On March 8, 2023, Silvergate announced it was winding down 

operations and liquidating, including plans to full repay all deposits.





SIGNATURE BANK



SIGNATURE BANK

 Third biggest bank failure in U.S. history. 

 New York state-chartered bank. 

 Clients included those in the crypto-industry, although most of its deposits were not crypto related. 

 As of September 2022, almost a quarter of its deposits came from the cryptocurrency sector. 

 Nearly half of all Signature’s lending was in real estate.

 Signature was the biggest lender in New York City under the low-income housing tax credit.

 As of December 2022, Signature had 40 branches, $110.36 billion in assets and $88.59 billion in deposits.

 On March 12, 2023, NY state regulators took possession of Signature Bank and appointed FDIC receiver. FDIC transferred all deposits and 
substantially all of the assets to Signature Bridge Bank, N.A.

 Signature Bank board member and former U.S. Rep. Barney Frank, one of the pioneers of the Dodd-Frank Act enacted after the 2008 
financial crisis claimed: “I think part of what happened was that regulators wanted to send a very strong anti-crypto message. We became the 
poster boy because there was no insolvency based on the fundamentals.”

 New York’s financial regulator said its decision to close Signature Bank had “nothing to do with crypto,” citing what it called “a significant crisis 
of confidence in the bank’s leadership.”





POTENTIAL IMPACT ON 
DIGITAL ASSET MARKET



IMPACT ON THE DIGITAL ASSET MARKET

 Both Signature and Silvergate were, at least at one point, seen as among the most crypto-friendly banks in the U.S. 

 Some believe the collapse of these banks may make it more difficult for institutions to purchase cryptocurrencies with fiat currencies 
and market makers to move capital between trading venues, thus restricting liquidity across trading platforms. 

 Both Signature and Silvergate provided real-time payment networks, named Signet and SEN, respectively, which allowed their 
clients to send money in U.S. dollars 24/7 to each other.

 Certain cryptocurrency and digital asset trading platforms reportedly were forced to pause operations due to their connections with 
these banks and their inability to process payments and on-and-off ramp fiat currencies. 



STABLECOINS

 On July 16, 2021, Treasury Secretary Yellen announced the formation of a Presidential Working Group to explore the regulation of
stablecoins. The announcement noted: 

For the purposes of this statement, “stablecoins” are the digital assets themselves. A “stablecoin arrangement” includes the stablecoin as well 
as infrastructure and entities involved in developing, offering, trading, administering or redeeming the stablecoin, including, but not limited to, 
issuers, custodians, auditors, market makers, liquidity providers, managers, wallet providers, and governance structures. 

 Depending on its design and other factors, a stablecoin may constitute a security, commodity, or derivative subject to the U.S. federal 
securities, commodity, and/or derivatives laws. 

 If so, the federal securities laws, and/or the Commodity Exchange Act (“CEA”), would govern the stablecoin itself, transactions in, and/or 
participants involved in the stablecoin arrangement. 

 Whether a stablecoin is a security, commodity, or derivative will depend on the relevant facts and circumstances.



CIRCLE



SECURITIES REGULATIONS



SECURITIES REGULATORY CONSIDERATIONS

 The Customer Protection Rule (Exchange Act Rule 15c3-3(c)(5)) requires broker-dealers to maintain custody of customer securities, 
safeguard customer cash and promptly deliver them to customers at their request. 

 Broker-dealers must custody customer securities at an approved control location, which can be a third-party custodian such as a bank. 

 A broker-dealer may violate the Customer Protection Rule if it is unable to promptly deliver a customer’s cash or securities custodied at a 
bank.

 Under the Net Capital Rule (Exchange Act Rule 15c3-1), a broker-dealer cannot continue to trade or otherwise execute securities 
transactions when it is not in capital compliance or if it becomes “insolvent” within the meaning of Rule 15c3-1(16). 

 A criteria for determining whether a broker-dealer is insolvent, among others, is if the broker-dealer is unable to make such computations 
as may be necessary to establish compliance with the Net Capital or the Customer Protection Rules. 

 A broker-dealer is required to give same-day notice to the SEC if its net capital is less than that required by the Net Capital Rule or if it is 
insolvent. 

 If a broker-dealer is unable to access the funds it maintains for compliance with its net capital requirements, the broker-dealer may be 
required to provide the SEC with same-day notice. 



RISK MANAGEMENT



WILL THIS SPREAD ACROSS BANKS?

If we think of Silvergate (large exposure to the crypto asset markets) as the warning bell before the failure of 
SVB, the sector somewhat dodged a bullet.  

Crypto assets were largely isolated from the banking sector with only certain banks “custodying” the assets 
and none on any balance sheets.  More than anything, the brand name failures in the crypto space created 
a psychological panic across the FinTech sector.

This harkens of 2008 when the number of sub-prime mortgages would never impact the overall banking 
sector.  Instead, it was the panic that ensued that caused an across-the-board panic in the banking sector—
thereby compounding the issues.  

What is concerning is the speed with which this developed.  Almost always, the regulators have a buyer for 
the bank that will carry on operations—avoiding having to create a receivership bank.  The speed with 
which SVB failed is a warning to regulators in the 2023 Twitterverse.  

To date, the SEC and the prudential bank regulators have failed to create a comprehensive regime to 
address the regulation of digital assets (crypto assets to bank regulators).



SEC DOJ AND CONGRESSIONAL ACTION

 The Department of Justice and Securities and Exchange Commission reportedly 
are investigating the collapse of Silicon Valley Bank. 

 Sen. Warren (D-Mass.) and Rep. Porter (D-Calif.) have introduced a bill to 
restore the threshold established in 2010 for enhanced capital requirements 
and stress tests. 

 Under the “Secure Viable Banking Act,” banks with at least $50 billion in assets 
would be placed under strict Federal Reserve oversight and Dodd-Frank Act 
stress tests.

 A bipartisan 2018 bill to loosen Dodd-Frank raised that threshold to $250 
billion, which exempted Silicon Valley Bank and dozens of other banks from the 
strictest federal oversight.



BALANCE SHEET 
CONCERNS

 The FDIC has mentioned in passing that there is likely a $620 billion embedded loss that is 
not readily apparent on U.S. banks’ balance sheets.

 Approximately $10 Trillion in 30-year, fixed-rate mortgages are living on balance sheets at 
2.5% to 4.5% interest rates.  

 In Call Reports, investments that will be “held to maturity” are not marked to market.

 If the assets are held for possible sale, the bank must “market to market.”

 The problem with a bank run is that the bank must access the hold to maturity portfolio.

 Once any loan is sold from the HTM portfolio, the entire portfolio must be marked to market!

 This situation then drives the panic and loss of market confidence. 



LIQUIDITY ISSUES

 Critics point to the federal banking regulators going on the national news and 
discussing the crisis as one of the main precipitating forces behind the 2008 crisis.  

 In the immediate fallout of Silvergate, SVB, and Signature Bank, the world was 
looking to national media instead of the financial regulators for information.  This 
may reflect a fundamental shift in how the public views the credibility of the federal 
financial regulators.  

 In addition, the FDIC coverage of uninsured deposits may fundamentally change 
expectations for a system that is built on capped losses of $250,000 and a DIF 
calculated off these ratios. 

 In addition, this may be impacting the risk tolerance of investors and depositors who 
are actively ignoring concentration risks at banks.  

 Silvergate shows how quickly liquidity crises can develop.  Crypto-investor-funded 
deposits amounted to 82% of its deposit base.  During the crypto collapse—
deposits flew from the bank in extremely short time periods. 



WHAT CAN OTHER 
FINANCIAL 

INSTITUTIONS DO?

 Many financial institutions are working to distance themselves from these recent failures.

 Chair Yellen and others are finally breaking their silence on these issues; however, unlike 

in the 1980s, the regulators are not going out of their way to distinguish the unique 

balance sheets of these failed banks and how they are not like most of the financial sector.  

 All financial institutions should learn a lesson—if you rapidly deplete your lending and 

securities portfolio, you may have under 48 hours before a run on deposits.  

 Silicon Valley Bank did not have a Chief Risk Officer for 8 months beginning in April 

2022 during a difficult transition in the venture capital market that directly influenced 

deposits at Silicon Valley Bank.

 Many financial institutions are diversified across sectors and do not have concentration 

risks in single lines.  Generally, regulators discourage any financial institution from having 

more than 25% of deposits associated with one company or sector.  

 The same holds true for investments or loans.  Any more than 25% concentration is viewed 

as suspect.  For banks without this concentration, this should be a key distinguishing factor 

for these financial institutions, who need to “get ahead” on their messaging.

 We also hear daily reports of other financial institutions taking the “refugees” from the 

crisis and using this as an opportunity for strategic growth.  



WHAT CAN COMPANIES DO?

Carefully review your concentration of deposits at financial institutions.

Avoid “tie ups” where your lenders require significant uninsured deposits to be held at the bank. Understand any loan 
covenants that may limit your ability to pull deposits from certain banks.

Review all lines of credit and letters of credit to determine if the issuing banks are subject to the risks seen in SVB, 
Silvergate, and Signature.  It is unlikely that counterparties will accept these in the event of similar bank runs. 

Understand that your payroll and wage-payment obligations are separate and distinct from your banking relationships.  
Always consult employment attorneys before withholding wages or salaries.  

Carefully review cashflow analyses to understand the impact of a temporary credit restriction on your business operations.  
Stress test your own balance sheet to determine if your company is subject to exposure to particular creditors or banks. 



Acco rd i ng  t o  t he  owne r  o f  t he  
M i lwaukee  Bu c k s ,  G reek -bo r n  
G iann i s  An te to kounmpo  ha s  
a c coun t s  a t  50  d i f f e re n t  
bank s  co n ta i n i ng  $250 ,000 .  
An te to kounmpo  u t i l i z e s  t he  
t o ta l  s tandard  depo s i t  
i n s u ran ce  cove rage  l im i t  o f  
$250 ,000  a t  eac h  FD IC -
i n s u red  bank .  
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ABOUT THIS PUBLICATION

Nelson Mullins Riley & Scarborough LLP (“Nelson Mullins”) provides this material for informational purposes
only.

The material provided herein is general and is not intended to be legal advice.

Nothing herein should be relied upon or used without consulting a lawyer to consider your specific
circumstances, possible changes to applicable laws, rules and regulations and other legal issues.

Receipt of this material does not establish an attorney-client relationship.

Nelson Mullins is very proud of the results we obtain for our clients, but you should know that past results do not
guarantee future results; that every case is different and must be judged on its own merits; and that the choice
of a lawyer is an important decision and should not be based solely upon advertisements.
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