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SVB failure - the knock-on effect on US regional banks
The KBW index of US regional banks lost nearly 18% of its value last 
week, following the failure of Silicon Valley Bank. Each week, the Syz 
investment team takes you through the last seven days in seven charts.
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Chart #3
U.S. regional banks fall 18% on 
the week following the failure 

of Silicon Valley Bank. 
Read more on p3
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The week in 
seven charts 
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Chart #1 — 

Sentiment is back to “Extreme Fear” 
Equity markets fell sharply last week. Initially, investors 
had to "digest" a speech by Fed Chairman, Jerome Powell, 
signaling that the central bank might raise interest rates 
more than expected due to persistent inflationary pressures. 
At the end of the week, a second phase of decline was 
observed following the setbacks of Silicon Valley Bank 
(SVB).  The S&P 500 Index fell on Friday to its lowest 
intraday level since January 5, with the decline accelerating 
after the index broke its 100- and 200-day moving averages. 
The CNN Fear & Greed indicator (investors' risk appetite 
in the U.S. equity market) moved from neutral to "Extreme 
Fear", the level of extreme doubt.

Chart #2 — 

The Dow Jones is in the red for the year. 
The S&P 500 is flat
Following last week's downward movement in equity 
markets, the Dow is now down 4% in 2023. The S&P 500 
and Russell 2000 are now unchanged for the year, while the 
Nasdaq 100 remains in positive territory (nearly 8%).

 

Chart #3 — 

U.S. regional banks fall 18% on the week 
following the failure of Silicon Valley 
Bank (SVB)  
The KBW index of US regional banks lost nearly 18% of its 
value last week following the failure of Silicon Valley Bank 

(SVB), the 16th largest US bank. The 4 largest banks in the 
US (JP Morgan, Bank of America, Wells Fargo and Citigroup) 
held up better than the regional banks, but still lost tens of 
billions of dollars in market capitalization in a few days.

SVB is a California-based bank that is little known to the 
general public and is very popular with start-ups. The bank 
could no longer cope with the massive withdrawals of its 
customers, mainly tech players, and its last attempts to raise 
new money were unsuccessful. The SVB was closed on 
Friday by the US authorities.

On the markets, the panic started on Thursday, after SVB 
announced that it was seeking to raise capital quickly to 
cope with the massive withdrawals of its customers, without 
success and having sold $ 21 billion of financial securities, 
losing $ 1.8 billion in the process.

The announcement surprised investors and rekindled fears 
about the soundness of the banking sector as a whole, 
especially with the rapid rise in interest rates, which is 
driving down the value of bonds in banks' portfolios and 
increasing the cost of credit.

Although this is the largest bank failure in the U.S. since 
2008, an industry-wide contagion seems (at this stage) 
unlikely.

Chart #4 —  

Major U.S. banks face very large 
unrealized losses on bonds accumulated 
over the years   
The reason traders are worried about contagion in the 
banking sector is that financial firms hold large inventories 
of "held-to-maturity" bonds that do not show up in their 
financial statements, but which have lost some of their 
market value as bond yields have risen. These massive 
unrealized losses would have to be accounted for by banks 
in the event that they were forced to sell them to raise cash.

While the double whammy of bond losses on balance sheets 
and the flight of customer deposits creates a risk for many 
U.S. banks, smaller regional banks are even more exposed to 
this dynamic from both a liquidity and funding perspective. 

The inversion of the yield curve hurts the business model of 
regional banks more than it does the large universal banks.

The failure of the SVB should be seen as an extreme and 
hopefully isolated event. Indeed, the SVB was impacted 

Source: CNN

Source: Bank Syz, Bloomberg

Source: www.zerohedge.com, Bloomberg

Source: www.zerohedge.com, Bloomberg

Performance of the main U.S. equity indices since the 
beginning of the year

SPDR S&P Regional Banking index
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more than others because of its heavy reliance on deposits 
(89% of liabilities) and its exposure to the technology 
sector.

Chart #5 — 

Bond markets volatility spikes 
The sharp decline in the equity markets following the SVB 
bankruptcy prompted investors to take refuge in US Treasury 
bonds. As a result, 10-year yields fell by about 27 basis 
points over the week. This decline can be seen across the 
entire bond curve, with the short end of the curve falling by 
nearly 30 basis points over the week. This decline reflects a 
readjustment of rate hike forecasts in the United States.  On 
Wednesday, the market was forecasting more than three 25 
basis point rate hikes through January 2024. On Friday, half 
of a rate hike was now anticipated by the markets.

Chart #6 — 

Unemployment rate rises in the U.S.
The most anticipated macroeconomic data of the week was 
the U.S. employment figures for the month of February. The 
U.S. economy added 311,000 new jobs in February, higher 
than the forecast of 225,000. However, the unemployment 
rate rose from 3.4% to 3.6%, a figure that was higher than 
expected. In other "good news" for the markets, wage 
growth is slowing as monthly wages rose by 0.2% versus 
0.3% expected. This data provides some reassurance to 
economists and markets about the future direction of U.S. 
inflation. 

Chart #7 — 

Why not invest in stocks from 
companies you love?  
An interesting calculation made by Compounding Quality: a 
customer who consumed for four dollars at Starbucks over 
the last 20 years, would have spent a total of 19,200 dollars. 
Over the same period, buying Starbucks shares for $4 every 
day would have earned $161,396.

Why not do both: consume and invest in companies you 
are a regular customer of (this is not a recommendation for 
Starbucks stock).

Source: BofA

Source: Bloomberg

Source: www.zerohedge.com, Bloomberg
Source: Compounding Quality 

Unrealized losses of the 4 largest US banks

US employment numbers – February 2023  

Number of rate hikes by the Fed by January 2024 as 
anticipated by the markets
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This marketing document has been issued by Bank Syz Ltd. It is not intended for distribution to, publication, provision or use by individuals or legal entities that 
are citizens of or reside in a state, country or jurisdiction in which applicable laws and regulations prohibit its distribution, publication, provision or use. It is not 
directed to any person or entity to whom it would be illegal to send such marketing material. 
This document is intended for informational purposes only and should not be construed as an offer, solicitation or recommendation for the subscription, 
purchase, sale or safekeeping of any security or financial instrument or for the engagement in any other transaction, as the provision of any investment advice 
or service, or as a contractual document. Nothing in this document constitutes an investment, legal, tax or accounting advice or a representation that any 
investment or strategy is suitable or appropriate for an investor's particular and individual circumstances, nor does it constitute a personalized investment 
advice for any investor. 
This document reflects the information, opinions and comments of Bank Syz Ltd. as of the date of its publication, which are subject to change without notice. 
The opinions and comments of the authors in this document reflect their current views and may not coincide with those of other 
Syz Group entities or third parties, which may have reached different conclusions. The market valuations, terms and calculations contained herein are 
estimates only. The information provided comes from sources deemed reliable, but Bank Syz Ltd. does not guarantee its completeness, accuracy, reliability 
and actuality. Past performance gives no indication of nor guarantees current or future results. Bank Syz Ltd. accepts no liability for any loss arising from the 
use of this document.
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