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The Ripple Effect: Long-Term Implications

of the SVB Collapse

Overview

On April 19th, 2023, Liam O’Sullivan and Rob Poole
participated as panelists on a webinar hosted by
BMO Capital Markets, The Ripple Effect: Long Term
Implications of the SVB Collapse.

In their discussion, Liam and Rob spoke in detail about
the recent market events, providing some background

to both the Silicon Valley Bank and Credit Suisse fallout.

They addressed the parallels and differences between
the two and reviewed the sustainability of the regional
banking model, addressing any impacts these events
may have on Canadian banks.
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e The Silicon Valley Bank (SVB] fallout was a result of both systemic and idiosyncratic factors.

e Systemic Factors: SVB had a concentrated deposit base that grew rapidly throughout
the COVID-19 pandemic, with most of those deposits being uninsured. The bank was
slow to originate loans and parked the deposits in the securities portfolio, which was

double the average size in the US.

Idiosyncratic Factors: Although an asset-liability mismatch is not unique to SVB, their
mismanagement of liquidity risk and the failure of confidence that led to the bank run,
can ultimately be attributed to poor risk management and decision-making.

e Regulatory and long-term implications of this crisis will likely focus on liquidity
management, specifically for smaller institutions. There is also likely to be credit contraction
as banks tighten lending conditions and risk aversion heightens from investors.

e The regional banking model is facing challenges due to the pullback in credit, the re-
regulation campaign, and the need to improve liquidity management, which impacts their
profitability and return on equity. Consolidation of regional banks is expected over time.

Canadian banks, carrying significantly more interest-bearing deposits, are less likely to be
impacted by the fallout of SVB and other regional banks. They are better capitalized and
have tighter interest rate risk management.
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Important Information

The information presented herein, including all audio and video content, is presented by RP Investment
Advisors LP ("RPIA”) and is for informational purposes only. It does not provide financial, legal,
accounting, tax, investment or other advice, and should not be acted or relied upon in that regard
without seeking the appropriate professional advice. The information is drawn from sources believed
to be reliable, but the accuracy or completeness of the information is not guaranteed, nor in providing
it does RP Investment Advisors LP ("RPIA") assume any responsibility or liability whatsoever. The
information provided may be subject to change and RPIA does not undertake any obligation to
communicate revisions or updates to the information presented. Unless otherwise stated, the source
for all information is RPIA. “Forward-Looking” statements are based on assumptions made by RPIA
regarding its opinion and investment strategies in certain market conditions and are subject to a
number of mitigating factors. Economic and market conditions may change, which may materially
impact actual future events and as a result RPIA's views, the success of RPIA’s intended strategies as
well as its actual course of conduct.



