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The recent failures of Silicon Valley Bank (SVB) and Signature Bank stemmed 
from different causes than the collapses experienced in the banking system 
during the global financial crisis (GFC) of 2008–2009

	■ The majority of bank failures are caused by either significant problems in a bank’s 
loan portfolio or a liquidity crisis, commonly known as a run on the bank.

	■ In the GFC, major problems with banks’ loan books—particularly with the credit 
quality of their real estate lending—triggered a wave of bank failures. 

	■ In contrast, liquidity crises caused the failures of SVB and Signature Bank as 
depositors raced to withdraw their funds. 

	■ SVB’s balance sheet investments in long‑term fixed income securities lost value 
amid the Federal Reserve’s rate hikes, compounding its problems.

The Fed’s monetary policy tightening has created an environment where 
investors may draw down their bank deposits, but the relatively unique 
characteristics of SVB made its deposit pressure more acute

	■ The Fed’s rapid rate increases and quantitative tightening have raised yields 
available on short‑term investment vehicles such as short‑term bonds, giving 
investors incentives to draw down bank deposits. 

	■ Start‑up technology companies dominated SVB’s customer base, and the recent 
pullback in funding from venture capital firms boosted these customers’ cash 
needs, causing them to withdraw deposits. 

	■ The increasingly connected world via social media likely accelerated the bank runs 
experienced by SVB and Signature. 
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The collapses of both Silicon Valley Bank (SVB Financial) and New York’s 
Signature Bank have some investors worried about systemic risk in the banking 
system and its impact on the domestic economy—but are these concerns 
warranted? Two of our financial sector investment analysts recently addressed 
those questions and discussed their outlook for the banking industry with Steph 
Jackson, the head of T. Rowe Price Investment Management.
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	■ SVB’s deposits dropped 25% in a single business day, a 
remarkable decline.

	■ Because banks do not hold deposits dollar for dollar, there is 
still some concern about the potential for deposit flight. 

	■ However, during the GFC the Federal Deposit Insurance 
Corporation (FDIC) explicitly insured all non‑interest‑bearing 
bank deposits, and it could do so again to prevent bank runs.

The recent pressure on the share price of European 
banking giant Credit Suisse is not directly related to the 
bank failures in the U.S., but it has indirectly contributed 
to the unease about the global banking system

	■ The lack of confidence in Credit Suisse is due to 
weaknesses in its financial accounting, which could become 
a trigger for liquidity issues. 

	■ While the timing of the issues with Credit Suisse makes 
it appear that it could be related to the failures of the two 
banks in the U.S., we view that as a coincidence that has 
nevertheless contributed an element of banking sector 
contagion to the environment.

When considering what other U.S. regional banks might 
be vulnerable to a liquidity crisis, we pay close attention to 
banks’ deposit bases

	■ We are concerned about banks that have both a high 
percentage of deposits greater than USD 250,000, which 
are not insured by the FDIC, and large concentrations of 
deposits from clients in particular industries.

	■ While regulators are likely to implement liquidity rules for 
smaller banks, we also scrutinize bank balance sheets to 
determine which firms have the ability to sell assets to cover 
any major drawdowns in deposits. 

We see no fundamental impact or contagion from the 
recent bank failures affecting money market mutual funds

	■ Doug Spratley, a T. Rowe Price Associates, Inc. fixed income 
portfolio manager, believes that the obligations of banks 
that are approved for purchase by U.S. money market 
funds have better capital and reserves positions to handle 
outgoing deposits.

	■ He thinks the largest impact money market funds will face is 
the change in the path of future interest rates, with the terminal 
rate (highest point in this tightening cycle) now forecast to be 
lower than expected before the SVB and Signature failures, 
and rate cuts now anticipated to come earlier.

We think that the Fed will demonstrate its focus on 
controlling inflation with rate hikes despite the recent 
bank failures

	■ The central bank’s new bank term funding program (BTFP) 
facility, which allows banks to borrow from the Fed while 
posting Treasuries or other government‑related debt as 
collateral, should allow banks to meet their liquidity needs in 
the short term.

	■ Our view is that the Fed will raise the federal funds rate by 
25 basis points at its March meeting to demonstrate its 
inflation‑fighting credentials.

	■ There is the potential for the central bank to overtighten or 
keep rates too high for too long, creating more economic 
volatility, but that could create opportunities for active 
portfolio managers.

When looking for opportunities in regional banks, we 
focus on the size and quality of banks’ deposit bases

	■ Over half of bank lending in the U.S. comes from institutions 
with less than USD 250 billion in assets, so the regional 
banking industry is essential to the broader economy. 

	■ Although bank stocks are likely to struggle in the short 
term, there are always some stocks that are indiscriminately 
punished when industries are hit by crises like this.

	■ Banking is a unique industry in that liabilities drive the 
franchise value, so we are looking at deposit sizes, 
concentration, and the proportion of deposits that are insured.

	■ We are working hard at understanding how we can most 
effectively position our clients to maximize their risk/reward 
in two to three years by finding regional banks that have 
strong balance sheets and healthy liquidity but whose 
valuations have been caught in the downdraft.

T. Rowe Price cautions that any economic estimates and forward-looking statements are subject to numerous assumptions, risks, and uncertainties, 
which change over time. Actual outcomes could differ materially from those anticipated in estimates and forward-looking statements, and future 
results could differ materially from historical performance. The information presented herein is shown for illustrative, informational purposes only. 
Forecasts are based on subjective estimates about market environments that may never occur. Forward-looking statements speak only as of the date 
they are made, and T. Rowe Price assumes no duty to and does not undertake to update forward-looking statements.
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Important Information
This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any 
nature, including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to 
seek independent legal, financial and tax advice before making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. 
and/or its affiliates receive revenue from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance. The 
value of an investment and any income from it can go down as well as up. Investors may get back less than the amount invested.
The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any 
jurisdiction or to conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.
Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ 
accuracy or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject 
to change without notice.  The views and opinions of the TRP associates noted represent the entity in which they are assigned.  These views may differ from those 
of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be copied or redistributed without 
consent from T. Rowe Price.
The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is 
provided upon specific request. It is not intended for distribution to retail investors in any jurisdiction.
DISCLOSURE CONTINUES ON THE FOLLOWING PAGE.

T. Rowe Price focuses on delivering investment management 
excellence that investors can rely on—now and over the long term. 



4

Important Information (cont.)
Australia—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor Phillip Tower, 1 Farrer Place, Sydney NSW 2000, 
Australia. For Wholesale Clients only.
Brunei—This material can only be delivered to certain specific institutional investors for informational purpose only. Any strategy and/or any products associated with the 
strategy discussed herein has not been authorised for distribution in Brunei. No distribution of this material to any member of the public in Brunei is permitted.
Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management services are only available to Accredited Investors as 
defined under National Instrument 45-106. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates to provide investment management services.
DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd which is regulated by the Dubai Financial Services Authority as a Representative 
Office. For Professional Clients only.
EEA—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.à r.l. 35 Boulevard du Prince Henri L-1724 Luxembourg 
which is authorised and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.
Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 6/F, Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price Hong Kong Limited is 
licensed and regulated by the Securities & Futures Commission. For Professional Investors only.
Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered; it is for institutional use only. Under no circumstances 
should the material, in whole or in part, be copied, redistributed or shared, in any medium, without prior written consent from T. Rowe Price. No distribution of this material to 
members of the public in any jurisdiction is permitted.
Korea—This material is intended only to Qualified Professional Investors. Not for further distribution.
Mainland China— This material is provided to qualified investors only. No invitation to offer, or offer for, or sale of, the shares will be made in the mainland of the People’s Republic 
of China (“Mainland China”, not including the Hong Kong or Macau Special Administrative Regions or Taiwan) or by any means that would be deemed public under the laws of 
the Mainland China. The information relating to the strategy contained in this material has not been submitted to or approved by the China Securities Regulatory Commission 
or any other relevant governmental authority in the Mainland China. The strategy and/or any product associated with the strategy may only be offered or sold to investors in the 
Mainland China that are expressly authorized under the laws and regulations of the Mainland China to buy and sell securities denominated in a currency other than the Renminbi 
(or RMB), which is the official currency of the Mainland China. Potential investors who are resident in the Mainland China are responsible for obtaining the required approvals 
from all relevant government authorities in the Mainland China, including, but not limited to, the State Administration of Foreign Exchange, before purchasing the shares. This 
document further does not constitute any securities or investment advice to citizens of the Mainland China, or nationals with permanent residence in the Mainland China, or to any 
corporation, partnership, or other entity incorporated or established in the Mainland China.
Malaysia—This material can only be delivered to specific institutional investor. This material is solely for institutional use and for informational purposes only. This material does 
not provide investment advice or an offering to make, or an inducement or attempted inducement of any person to enter into or to offer to enter into, an agreement for or with 
a view to acquiring, disposing of, subscribing for or underwriting securities. Nothing in this material shall be considered a making available of, solicitation to buy, an offering 
for subscription or purchase or an invitation to subscribe for or purchase any securities, or any other product or service, to any person in any jurisdiction where such offer, 
solicitation, purchase or sale would be unlawful under the laws of Malaysia.
New Zealand—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor Phillip Tower, 1 Farrer Place, Sydney NSW 2000, 
Australia. No Interests are offered to the public. Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered in New Zealand, nor may any offering 
document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other than in circumstances where there is no contravention of the Financial 
Markets Conduct Act 2013.
Philippines—ANY STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING DISCUSSED HEREIN HAVE NOT BEEN REGISTERED WITH 
THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE. ANY FUTURE OFFER OR SALE OF THE STRATEGY AND/ OR ANY 
SECURITIES IS SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE, UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT TRANSACTION.
Singapore—Issued by T. Rowe Price Singapore Private Ltd. (UEN: 201021137E), 501 Orchard Rd, #10-02 Wheelock Place, Singapore 238880. T. Rowe Price Singapore 
Private Ltd. is licensed and regulated by the Monetary Authority of Singapore. For Institutional and Accredited Investors only. 
South Africa—Issued in South Africa by T. Rowe Price International Ltd (TRPIL), 60 Queen Victoria Street, London, EC4N 4TZ, is an authorised financial services provider under 
the Financial Advisory and Intermediary Services Act, 2002 (Financial Services Provider (FSP) Licence Number 31935), authorised to provide “intermediary services” to South 
African Investors. TRPIL’s Complaint Handling Procedures are available to clients upon request.  The Financial Advisory and Intermediary Services Act Ombud in South Africa 
deals with complaints from clients against FSPs in relation to the specific services rendered by FSPs. The contact details are noted below: Telephone: +27 12 762 5000, Web: 
www.faisombud.co.za, Email: info@faisombud.co.za
Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, Talstrasse 65, 6th Floor, 8001 Zurich, Switzerland. For Qualified Investors only.
Taiwan—This does not provide investment advice or recommendations. Nothing in this material shall be considered a solicitation to buy, or an offer to sell, a security, or any 
other product or service, to any person in the Republic of China.
Thailand—This material has not been and will not be filed with or approved by the Securities Exchange Commission of Thailand or any other regulatory authority in Thailand. 
The material is provided solely to “institutional investors” as defined under relevant Thai laws and regulations. No distribution of this material to any member of the public in 
Thailand is permitted. Nothing in this material shall be considered a provision of service, or a solicitation to buy, or an offer to sell, a security, or any other product or service, to 
any person where such provision, offer, solicitation, purchase or sale would be unlawful under relevant Thai laws and regulations.
UK—This material is issued and approved by T. Rowe Price International Ltd, 60 Queen Victoria Street, London, EC4N 4TZ which is authorised and regulated by the UK 
Financial Conduct Authority. For Professional Clients only.
USA—Issued in the USA by T. Rowe Price Investment Management, Inc., 100 East Pratt Street, Baltimore, MD, 21202, which is regulated by the U.S. Securities and Exchange 
Commission. For Institutional Investors only.
© 2023 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn Sheep design are, collectively and/or apart, trademarks of 
T. Rowe Price Group, Inc.

ID0005813 (03/2023)
202303‑2799118


