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SVB, First Republic…and a banking crisis
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-

“Different, but the Same: What 
Bank Failures Can Teach”

-
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Key takeaways…

✓ Regulations

✓ Accounting

✓ ALM mismatch

✓ Liquidity

✓ Uninsured deposits

✓ Governance



We live in an unpredictable world
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“Finance needs to deal in data points and not 
crystal balls….The only thing we can say with 
certainty is that we cannot predict the single 
outcome of any situation…”
( June 18, 2020)

“…forecasters have been operating in a fog…”
(April 9, 2020)



▪ Backtesting start date: 31/12/2021
-

Model calibrated exclusively on data prior to start date

▪ In 4Q22 the 5-year Treasury rate reached 4.45%
-

This rate was captured at between the 99.5th and 
99.8th percentile in the simulated backtesting cone

▪ On March 10 (day of the SVB collapse) the rate stood 
at 3.96%
-

This rate was captured between the 99th and 99.5th

percentile in the simulated cone

Backtesting of the 5-year Treasury rate
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CASE STUDY

Actual 5-year Treasury rate (1990-2023)
-

BACKTESTING START DATE: 31/12/2021
-

Model calibrated exclusively on data prior to start date

Simulated treasury rate cone (TABLE VIEW)

Simulated treasury rate cone: 31/12/2021 – 30/6/2023
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Comparing cash investment strategies
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▪ Portfolio alternatives plotted:
Various combinations of different bonds calculated across 
the same set of full-range scenarios 

▪ Result:  Similar return with much lower risk could have 
been achieved(!)

CASE STUDY



Deposits were closely connected to VC and PE performance
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AXS Thomson Reuters Venture Capital Return Tracker Fund (LDVAX) Invesco Global Listed Private Equity ETF (PSP)

Bitcoin



How to get prepared…
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Some numbers you may want to consider going forward!
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SIMULATION

▪ 5-year Treasury rates simulated as of last quarter

▪ Simulation start date: 31/03/2023
-

▪ In the next four quarters the simulation cone shows rates: 

▪ …that can go as high as 7.1-7.8% (99th percentile and above)

▪ …and as low as 0.7 - 1.7% (1st percentile and below)

Proprietary and confidential
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Cash allocation strategies for the current environment

▪ As rates are expected to go down, portfolio MTM remains positive

▪ 6-month and 3-month Treasury is the most efficient cash allocation

ANALYSIS
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What else is threatening the financial industry now?

• Inconsistency between liquidity and capital analysis

• Inability to incorporate unprecedented crisis data into risk modeling

• Fixed A-L levels in ALM interest rate analysis

• Insufficient reverse stress testing

• Lack of proactive and preventive contingency plans



Replacing prediction with discovery

12 Proprietary and confidential

GENERATE 
THOUSANDS OF 

FUTURES

DISCOVER
ALL RISKS & 

OPPORTUNITIES

FUTURE KPI PERFORMANCE

HIDDEN OPPORTUNITIES

POTENTIAL CRITICAL LOSSESSYNTHETIC 
BIG DATA

AI
+

SAME HISTORY
NEW INFORMATION

• FULL-RANGE 
SCENARIO 
ANALYSIS

• REVERSE 
INTEGRATED 
STRESS TESTING

• EARLY WARNING 
INDICATORS 
(EWIs)



Top-down comprehensive scenario analysis is applied to a broad range of critical analysis

Application overview
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Macroeconomic 
& Market Data

Credit Risk

Company-
Specific Data

Credit, Market, 
Operational, Funding,  
Liquidity risk drivers

Market Risk

Liquidity and 
Funding Risk

Operational 
Risk

Concentration
Risk

Early Warning Signals

Stress Testing

Capital and
Liquidity Ratios

Scenario Modeling and Expansion 
Consistent across all Business Lines

Risk Management, Risk 
Appetite & Risk Capacity

Balance-Sheet &
ALM Optimization

Scenario Generation 
and distribution of Key 
Performance Indicators 
(KPIs)



Forward-looking Liquidity and Capital Planning
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Scenarios 
Show Net 
Deposit 

Change >0?

Early warning signals prepare senior management to resolve balance sheet mismatches before conditions 
deteriorate



Case Studies

APPENDIX



Combining Liquidity and Capital Stress Testing
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An Example of Discovery via Reverse Scenario Analysis

Stress Testing Integration: How to Combine Capital and Liquidity

CASE STUDY

Path LCR (Rank) CR (Rank) Sum (Rank)

111 40 1000 1040

124 83 999 1082

953 41 998 1039

902 602 997 1599

954 960 996 1956

490 392 995 1387

884 739 994 1733

103 25 993 1018

406 272 992 1264

938 557 991 1548

732 651 990 1641

774 119 989 1108

17 890 988 1878

199 316 987 1303

870 31 986 1017

147 145 985 1130

842 110 984 1094

758 53 983 1036

506 147 982 1129

85 229 981 1210

500 427 980 1407

23 171 979 1150

667 393 978 1371

543 878 977 1855

592 32 976 1008

335 181 975 1156

840 2 974 976

https://www.garp.org/risk-intelligence/market/combine-capital-liquidity-221021


$1.7 T in UK pension funds using LDI investment strategy required government rescue

UK Pension Schemes’ Failure
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CASE STUDY

How Britain's pension scheme hedge became a trillion-pound gamble

UK LDI-related turmoil could spread

Barrie & Hibbert approved by UK regulator for pension funds
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Backtesting 10-year UK Yields

Historical 10-year rate Upper Boundary of Projections (99th percentile)

Lower Boundary of Projections (1st percentile)

➢ The actual historical value for that 

date was 3.5% which represents 87th

percentile of yields distribution. 

➢ For the past twenty years, risk 

managers were expected to be 

prepared to outcomes with such 

probabilities. 

As the BoE recently stated, insuring schemes against all 
extreme market outcomes might not be a reasonable 
expectation but it is important that lessons are learned from 
these recent events.

https://www.reuters.com/business/finance/how-britains-pension-scheme-hedge-became-trillion-pound-gamble-2022-10-15/
https://www.pionline.com/pension-funds/uks-ldi-related-turmoil-could-spread-experts-say
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwi1qczMnNn7AhWnEVkFHRr5CP0QFnoECAwQAQ&url=https%3A%2F%2Fassets.publishing.service.gov.uk%2Fgovernment%2Fuploads%2Fsystem%2Fuploads%2Fattachment_data%2Ffile%2F595105%2Fsecurity-and-sustainability-in-defined-benefit-pension-schemes-print.pdf&usg=AOvVaw2GsufcxrXx2hLVK8pWxX-g
https://fred.stlouisfed.org/series/IRLTLT01GBM156N
https://www.thepensionsregulator.gov.uk/en/document-library/statements/managing-investment-and-liquidity-risk-in-the-current-economic-climate
https://www.thepensionsregulator.gov.uk/en/document-library/statements/managing-investment-and-liquidity-risk-in-the-current-economic-climate
https://www.thepensionsregulator.gov.uk/en/document-library/statements/managing-investment-and-liquidity-risk-in-the-current-economic-climate
https://www.thepensionsregulator.gov.uk/en/document-library/statements/managing-investment-and-liquidity-risk-in-the-current-economic-climate


Please visit us on www.Straterix.com
or reach out directly via info@Straterix.com

http://www.straterix.com/
mailto:info@Straterix.com
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