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Q&Adrianne:
Silicon Valley
Bank & Schwab

QUESTION

“Adrianne, what happened at Silicon
Valley Bank? Should I worry about some-
thing similar happening to our assets with
you at Schwab or other banks?”

ANSWER

SILICON VALLEY BANK

Federal regulators shut down Silicon
Valley Bank (SVB) on Friday due to bal-
ance sheet losses and inabﬂity to meet
financial obligations to creditors and
depositors. The insolvency of SVB is
signiﬁcant because it is the 1argest bank
failure since the 2008 crisis. SVB was
the 16th largest bank in the U.S.

+ SVB had an unusual and higher risk
profile than many banks, due to its
smaller size, business model, and spe-
cific risks it took with its investments.

Rcﬂccting its customer base ofmany
VC firms, SVB was a regional in-
sticution with a relatively low $200
billion in assets and high percentage
of corporate accounts (i.c., larger but
fewer customers more highly sensitive

to bank yields.)

SVB also had a small loan book
relative to deposits, which limited its

interest income.

- To increase revenue the bank invested
in fixed income (mortgage bonds and
Treasuries) of long duration which are
sensitive to interest rate movements.

- These investments declined substan-

tially in price when interest rates
increased;

. Concurrently VC customers spent

down deposits as fundraising slowed.
To meet withdrawals, SVB was forced
to liquidate bonds at a loss.

- SVB declared a need to raise capital

last week, which encouraged customers
to withdraw cash, precipitating the
failure.

- U.S. government regulators (U.S. Trea-

sury Department, Federal Reserve, and
FDIC) took emergency steps over the
weekend to support SVB and ensure
depositors will receive funds. The gov-
ernment’s stance also intends to signal
its support of the banking system, to
avert similar mass withdrawals from

other banks.

CHARLES SCHWAB
CORPORATION

- In short, no, it is not ]ike]y that
Schwab will encounter the same insol-
vency issues.

« (The question arose because our firm,
Strategic Wealth Capital, custodies
assets at Schwab on the institutional

side.)

- First, the size, business model and
customer base of Schwab are quite
different from SVB. Total client assets
at Schwab are $7.38 trillion, and unlike
SVB which was heavily dependent on
client firms in the technology sector,
Schwab benefits from a large retail
and institutional customer base across
many sectors and industries.

« Schwab holds capital in excess of
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regulatory requirements and maintains
supplementary insurance coverage.

- More than 80% of Schwab’s total bank
deposits fall within the FDIC insur-
ance limits and are insured by the U.S.
government. (Conversely, at SVB over
90% of deposits were uninsured.)

+ Schwab Bank is insured by the FDIC
for $250k per depositor ($500k for
joint account owners. Other ac-
counts such as UTMAs and IR As are
likewise covered). Schwab is also an sfélg&’,/g "—j .
SIPC-member firm and maintains ‘
coverage per depositor of $250k (again,
$500k for joint owners) plus excess
insurance coverage through Lloyd’s
of London of client assets up to $150
million in value and $1.15 million cash.

- Additionally, Schwab and other bro-
kerage firms are prevented by the SEC

from mingling customer assets with
bank assets; therefore your securities
remain separated and cannot be liqui-
dated in case of company insolvency.

All good questions. Keep them com-
ing, and please drop me a note if you'd

like to discuss any of the above.

—Adrianne -‘\ \

March 13, 2023 ;

' Schwab Press Release 3/13/2023
*The Economist: Finance and Economics: “What does
Silicon Valley Bank’s co]lapse mean for the financial system?”,
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Copyright © 2023 Strategic Wealth Capital, LLC “Strategic Wealth Capital” is a registered trademark of Strategic Wealth Capital, LLC. No part of this material
may be reproduced in any form, or referred to in any other publication, without express written consent.

Tax laws are complex and subject to change. This information is provided for informational purposes only and should not be used for tax preparation.
None of Strategic Wealth Capital, LLC, Sanctuary Advisors, LLC, or Sanctuary Securities Inc., nor their affiliates or employees, are in the business of
providing tax or legal advice. Individuals are encouraged to consult their tax and legal advisor(s) regarding their particular circumstances and any potential tax-related
matters.

Strategic Wealth Capital, LLC is a dba of Sanctuary Advisors, LLC. Adrianne Yamaki is a financial advisor and Certified Financial Planner™ (CFP®)
of Sanctuary Advisors, LLC and registered representative of Sanctuary Securities, Inc. The views expressed herein are those of the author and do not necessarily
reflect the views of Sanctuary Advisors, LLC or its affiliates. All opinions are subject to change without notice. Neither the information provided, nor any opinion
expressed, constitutes a solicitation for the purchase or sale of any security. This material does not provide individually tailored investment advice. It has
been prepared without regard to the individual financial circumstances and objectives of persons who receive it. The strategies and/or investments discussed in
this material will not be suitable for all investors. The appropriateness of a particular investment or strategy will depend on an investor’s individual circumstances
and objectives. Past performance does not guarantee future results.
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