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Silicon Valley Bank (SVB)

A Scary Story

As of December 31, 2022, SVB was the 16th largest bank by 

asset size ($211 billion) in U.S. 

Closed by the Regulators on 

Friday, March 10, 2023



3

Silicon Valley Bank

Let’s Look at Liabilities 
• $175 billion deposits (83% of Total Assets)

• Less than 10% consumer (retail) deposits. Consumer deposits are 

more “sticky” as up to $250,000 is insured.

• Corporate deposits are a higher risk deposit base.



4

Silicon Valley Bank
• 55% of total assets (TA)  in investments: $91 billion (43% of TA) – held to 

maturity investments and $26 billion (12% of TA)in available for sale 
investments. 

• SVB did not adjust Held to Maturity portfolio for portfolio losses on its 
financial statements. Let’s see what that means on Capital Ratios

As interest rates 
decreased—

Investment Portfolio 

decreased in value 

(including unrealized 

losses).

Can be ok if the bank 

does not need to sell 
investments….

Including unrealized 

losses– Less than 1%

Capital Ratio Looks Good 12%
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Silicon Valley Bank

But they needed to sell…

• In March 2023, VCB tried to raise $2.25 billion of capital 

while it sold securities for sale ($21 Billion) and took $1.8 

billion loss!

• Corporate depositors heard the news and got scared—and 

tried to withdraw $42 billion of deposits (20% of total assets) 

on Thursday, March 9. 

• Regulators took over bank on Friday, March 10

• Lesson Learned:

• Know and understand your depositors behaviors!

• Stress test interest rate risk inclusive unrealized 
investment losses

• Have a liquidity crisis plan in place! 

A Run on 

the Bank
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Bank of Ghana
Risk Management Guidelines for Rural and Community Banks (RCBs) – May 2021

• Ensure the RCB has satisfactory structures and systems in place for 
liquidity risk management including the identification, 
measurement, mitigation and monitoring of liquidity risk.

• Set liquidity risk tolerable limits to guide management in its 
operations.

• Ensure the RCB has documented policies and procedures. 

• Understand the nature of liquidity risk that confronts the RCB and 
the wider Rural Bank industry so as to exercise effective oversight.

• Ensure RCB managers and staff with responsibility for liquidity risk 
management have the requisite background and competence 
to perform the assigned tasks.

• Ensure RCB has a functioning and effective Management 
Information System in place to facilitate data management, 
analysis, forecasting, tracking and reporting on liquidity 
management.
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Liquidity Management

What is Liquidity Management? 

• Measures an organization’s ability to meet its maturing 

obligations and to fund future growth. 

What are the objectives of Liquidity Management?

• Honor all cash outflow commitments on a daily basis

• Minimize the cost of foregone earnings on idle liquidity

• Satisfy minimum reserve requirements and other 

regulatory liquidity standards

• Avoid additional cost of emergency borrowing and 

forced liquidation of assets

Liquidity management should always be proactive.
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Liquidity Monitoring and Planning 

• Liquidity Management Tools

• Cash Flows Projections

• Ratios

• Maturity Gap Analysis 

• Other Items to Consider

• Liquidity Crisis (Need a Plan)
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Short Term Liquidity Monitoring 

Cash Flow Forecasts
• Detailed cash flow forecasts should be maintained on a daily 

or weekly basis. 

• Forecast should 

• capture all sources of liquidity available. 

• capture all the uses and potential uses of liquidity 

• Be conservative and factor in any uncertainty in the cash 
flows, such as probability of reduced repayment rate by 
clients. 

• Include any deposit reserves required (for institutions that 
mobilize deposits)

• Include liquidity ratios (with benchmarks/triggers) to 
understand if any ratio will be breached. 

• Include stress scenarios
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Liquidity Risk

Cash Flow – Stress Testing
The pro forma cash flow analysis will incorporate multiple scenarios,
including the following:

• Base Case Scenario / Current Conditions. This scenario assumes 
current market and organization’s financial conditions. The cash flow 
projections reflect monthly cash flows for a 12-month period. 

• Short-Term Moderate Stress Event. This scenario will describe a short-
term stress event (typically 90 days) consistent with the triggers and 
definitions for a moderate level stress. The moderate stress level 
scenario should locate liquidity sources for an additional funding 
demand of at least 10% of total assets. 

• Long-Term High Stress Event. This scenario will describe a long-term 
stress event (typically 365 days) and will be consistent with the 
triggers and definitions for a moderate level stress. The high stress 
level scenario should locate liquidity sources for an additional 
funding demand of at least 20% of total assets.



Stressed liquidity mismatch will go below stressed limit amount starting from April 2020. Liquidity requirement can by covered by 
overdraft facilty. 

A firm shall postpone disbursement to evaluate the situations for next 30 days.

Limit: 5% of Total  Assets

Stress 

Scenarios



Short Term Liquidity Monitoring Example

Indicator March 2019 March 2020 March 2021

Basic Surplus - 30 days 10,099,000 14,198,000 17,248,000

Basic Surplus – 90 days 8,736,000 15,283,000 15,838,000

Average Total Assets 43,311,000 72,093,000 88,517,000

% Basic Surplus - 30 days 23.3% 19.7% 19.5%

% Basic Surplus – 90 days 20.2% 21.2% 17.9%

External Unused Lines of Credit 2,450,000 2,500,000 2,500,000

Acceptable Surplus Range  is 10% to 20%. 

Surplus Ratio: Surplus is liquid assets minus short term liabilities 



Other Liquidity Ratios

Name of 

Ratio

Equation Benchmark

Cash Reserve (Cash or Cash Equivalents) divided by Total Assets 3-5%

Liquidity 

Assets

Liquid Assets divided by Deposits 10-20%

Quick Ratio (Cash + Marketable Securities + Accounts Receivables) 

divided by Current Liabilities 

Minimum 1.2

Quick Ratio 

Adjusted

(Cash + Marketable Securities + Accounts Receivables+ 

Loans Receivable>1 year)divided by Current Liabilities

Minimum 1.2

Loans to 

Deposits

Total Loan Portfolio divided by Total Client Deposits 60-80% 

Broader 

Liquidity Ratio 

(Current Assets + Availability Under Committed Credit 

Lines) divided by (Current Liabilities + (# of Buffer 

Months*(Liquidity Cushion)))

Minimum 1.0
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Maturity Risk – Gap Analysis

Measures

• Difference between the value of its risk sensitive assets that mature during that 
period and the value of its risk sensitive liabilities that mature during that period. 

• Potential impact of 

• “Refunding” Risk (Debt will not be renewed)

• “Run” on Deposits and other Core Funds

• Unutilized Funds (lots of cash on Balance sheet)

Scenario Analysis

• Evaluate impact on maturity mismatch by changing to asset- liability profile.

• Need to analyze behavioral asset and liability movements

Policy Implications

• Set Limits on Ratio of Gap and Cumulative Gap to Capital

• Less than 20% on a cumulative basis

• Consider Off balance sheet tools (Lines of Credit)



Min: 20%

Cum Gap
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Gap Analysis

Sticky or Core Deposits
- Those deposits that are expected to remain with a savings 

institution for a relatively long period of time. Refers 

conceptually to the ”stable” level of deposits maintained 

at a financial institution over time

- Such deposits are attracted by the convenience and 

service offered by the institution rather than from interest 

rates paid.  
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Gap Analysis
Sticky or Core Deposits Calculation

• Big Institution: Review at least one year of historical data 
by 1) first calculate the average daily balance of these 
core deposits [short term savings and demand deposit 
accounts) - (one off deposits and withdrawals)], then 2) 
calculate the natural log of the daily changes in these 
balances, and then 3) the 2 standard deviation % 
change in these daily net deposits (which is the “non-
core” deposits).

• Smaller Institution: Core deposits 

can be estimated by plotting 

the value of total deposits over 
time and drawing a line 

through the low points of the 

graph.
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Liquidity Risk

Contingency Plan
• Identify Liquidity Stress events 

• Run on deposits

• Early Warning Indicators

• Monthly core deposit withdrawals exceeding 7% of deposits 

for a period of 3 consecutive months or 3-month aggregate 

decrease of over 20%

• Stress Levels Defined (low/medium/high)

• Sources of Funding

• Funding Sources Concentrations and Limits

• Funding Strategies

• Contingency Funding Plan Team
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Liquidity Risk

Checklist
✓Policies and procedures for managing liquidity 

documented

✓Risk assessment and projections completed according 

to approved methodology

✓ Framework of liquidity risk limits and their controls 

outlined

✓Regular liquidity risk reports prepared

✓Cash flow analysis by maturity buckets conducted

✓Core deposits analyzed for making liquidity projections

✓Updated Contingency Plan documented including early 

warning signals for contingency situations determined
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THANK YOU!! 
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Upcoming Events

Date Event

28 Mar,

1:00pm
Strategic Risk Management 

(Webinar)

4 Apr,

1:00pm
Effective Risk Management 

(Webinar)
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