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DISCUSSION 
POINTS
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Overview of SVB financial condition 
and related weaknesses in their 
balance sheet.

Accounting issue related to “intent and 
ability” to hold securities to maturity.

High level review of CU AFS and HTM 
“losses” as of 12/31/22.

A few “governance” takeaways.
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SVB had 94% 
uninsured deposits!



SVB RED FLAGS
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Significant concentration of HTM vs. AFS 
securities

Escalating losses and deterioration in fair 
value of HTM securities

Significant increase in S/T and L/T 
borrowings

94% uninsured deposit accounts

Deposit shrinkage already visible as of 
12/31/22



SVB BALANCE SHEET
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Eye-Popping Issues

1. Extraordinarily high concentration of 
HTM securities
 75% of Investments
 43% of Assets

2. Huge increase in and amount of 
Unrealized HTM losses
 What were NEV and NII stress indicators 

telling them?
3. Investments/Assets reflects low loan 

demand
4. Declining deposit balances
5. Demand deposits transition to “interest 

bearing” deposits
6. Huge increase in total debt

Approx. 6% cash seems 
okay on surface, right?  
Not in light of other 

negative trends!



SVB MOUNTING 
HTM LOSSES

Huge HTM Losses Caused by Excess Concentration 

in HTM and Rising Rate Environment:

 HTM losses equate to 93% of net worth

 HTM losses increasing to unmanageable levels

Summary of SVB Unrealized Investment Gains/Losses

In Millions
12/31/2022 12/31/2021

HTM Investments
HTM Book Value 91,321$        98,195$        
HTM FV 76,169$        97,227$        
Unrealized Gain/(Loss) (15,152)$       (968)$            

Total Net Equity 16,295$        16,609$        

Gain/Loss % of Equity 93.0% 5.8%

AFS Investments
AFS  Cost 28,602$        27,370$        
AFS Book (Fair) Value 26,069$        27,221$        
Unrealized Losses (2,533)$         (149)$            
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HTM SECURITIES FOOTNOTE
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PWC Guidance



FAS 91 
SIMILARITIES?

1. Before SFAS 91, deferred fees (points on loans) accounted for on 
“cash basis.”  
 In other words, front load revenue with points on mortgage 

loans, and burden future earnings with below market rate 
income stream.

 S&L postmortem led to FASB issuing FAS 91

2. Will FASB recognize the very questionable impacts of HTM 
accounting and move to F/V model for securities held for 
investment?

3. And even if FASB doesn’t change guidance, will banking regulators 
(FDIC, NCUA, etc.) require consideration of equity impaired by 
HTM losses?

4. All credit unions should be evaluating “net worth” both in 
accordance with current accounting rules, and also in accordance 
with financial repercussions of impaired investments!!!
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SVB INCREASING DEBT
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Borrowing Trend Implying Tightening Liquidity
 Huge increase in FHLB Advances
 Huge increase in Long Term Debt



SVB NEGATIVE DEPOSIT TRENDS
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Deposit Trend Portraying Negative Liquidity Impacts
 Total deposits are shrinking
 Interest bearing deposits growing rapidly
 Time CD’s growing rapidly
 Customers behaving rationally in a rising rate 

environment



SVB UNINSURED DEPOSITS
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SVB 94% Uninsured 
Deposits

How was this allowed in a 
federally insured 

institution?

Credit Union Insured 
Shares

Based on NCUSIF data, 
91% of total shares are 

insured by NCUSIF



SVB POSTMORTEM

How did management allow 
the very obvious liquidity crisis 
to go unresolved?
•Failure to understand the exposure?
•Understood but ignored the 
exposure?

Where were the Board of 
Directors?  

We know the Chief Risk 
Officer position was vacant 

far too long.

How did KPMG issue a “clean 
opinion” on 2/24/2023?  The 

audited f/s combined with 
post balance sheet events 
clearly reflect the lack of 

ability to hold HTM securities!

It has been reported that SVB 
had ~94% of their deposits 
uninsured. 
•Sophisticated investors and 
depositors should have evaluated the 
risk and exercised appropriate 
caution much sooner.

What are the ramifications of 
all deposits being covered by 
FDIC, even those that exceed 

FDIC insurance limits.

Regulators should have taken 
aggressive action which could 
have diminished the continual 
damage that was occurring!

FASB Impacts
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GROSS 
NEGLIGENCE

• Management?
• Board?
• Regulator?
• Auditor?
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SOME CU STRESS 
INDICATORS

 Unrealized losses on AFS rising

 HTM losses also rising, but not as problematic given 
smaller allocation to HTM

 Increasing levels of borrowings to compensate for 
liquidity constraints.

 Declining levels of deposit growth

 Lowest liquidity levels in more than 10 years

 Significant declines in MMA balances and increasing 
CD balances
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CREDIT UNION 
AFS 
UNREALIZED 
LOSSES

15

 Smaller CU’s relatively benign impact.

 Larger CU’s larger impact, but more than adequate capital to absorb.

 But…Some CU’s have very significant AFS losses which significantly impairs net 
worth.

 These losses NOT embedded in NCUA’s NWR.



HTM 
UNREALIZED 
LOSSES

 HTM losses are a MINOR problem for credit unions!
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S/T LIQUIDITY 
DECLINING

CU Liquidity is declining

 Borrowings are rising

 Deposit growth is declining
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BORROWINGS 
RAPIDLY 
INCREASING

 Increased borrowings and declining rates of deposit growth (next 
slide) a reflection of tightening liquidity!
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DEPOSIT 
GROWTH 
DECLINING

Sacher Opinion:

 CU’s have been slow/reluctant to offer higher, more competitive rates 
on various deposit products.  

 CD promos can only go so far.
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 “Modified” = NWR minus unrealized 
losses on AFS

 37 CU’s in Calif. with “modified” NWR 
<6%

 Avg. Modified NWR 4.65 %

 Total assets of “modified” group is 
$34billion

 Avg. assets of “modified” group is $936 
million.

This is simply an indication of the impact 
that rising rates and AFS concentrations 
have on the industry

AFS Investments - Calif-All
State Name AFS, Amort Cost Available for Sale 

Securities FV
Accumulated 

Unrealized Gains 
(Losses) on 

Available for Sale 
Debt Securities

Net Worth 
Ratio

Net Worth x Accum 
Gain/Losses on 

AFS/Assets

assets

CA 1 $28,307,747 $23,649,327 -$4,658,420 8.52% -1.23% Under $100m
CA 2 $346,223,231 $291,329,636 -$54,893,595 7.78% 0.73% $500m-$1b
CA 3 $119,164,865 $107,899,872 -$11,264,993 7.73% 0.91% $100m-$250m
CA 4 $293,249,621 $257,424,541 -$35,825,080 10.86% 1.60% $250m-$500m
CA 5 $130,580,998 $114,193,317 -$16,387,681 8.88% 2.03% $100m-$250m
CA 6 $160,587,922 $137,431,902 -$23,156,020 7.94% 2.35% $250m-$500m
CA 8 $70,227,276 $61,884,455 -$8,342,821 7.13% 2.66% $100m-$250m
CA 7 $16,671,241 $11,618,482 -$5,052,759 7.08% 2.66% $100m-$250m
CA 9 $2,298,345,166 $2,034,631,496 -$263,713,670 8.16% 3.49% >$1b
CA 10 $52,026,946 $46,865,999 -$5,160,947 7.55% 3.61% $100m-$250m
CA 11 $128,927,344 $110,459,347 -$18,467,997 7.86% 3.80% $250m-$500m
CA 12 $13,359,241 $11,457,825 -$1,901,416 7.37% 3.81% Under $100m
CA 13 $271,587,091 $235,056,046 -$36,531,045 7.99% 4.06% $500m-$1b
CA 14 $484,600,756 $414,460,924 -$70,139,832 7.98% 4.14% >$1b
CA 15 $79,431,802 $70,434,386 -$8,997,416 8.49% 4.24% $100m-$250m
CA 16 $38,639,710 $35,149,898 -$3,489,812 6.77% 4.38% $100m-$250m
CA 17 $144,633,124 $127,048,648 -$17,584,476 10.38% 4.40% $250m-$500m
CA 18 $66,147,000 $61,090,783 -$5,056,217 10.05% 4.72% Under $100m
CA 19 $21,453,307 $17,041,085 -$4,412,222 9.48% 4.72% Under $100m
CA 20 $106,152,399 $96,808,634 -$9,343,765 8.36% 4.79% $250m-$500m
CA 21 $891,892,776 $730,765,634 -$161,127,142 11.12% 4.88% >$1b
CA 22 $749,096,753 $677,898,917 -$71,197,836 9.48% 4.90% >$1b
CA 23 $14,521,000 $13,702,704 -$818,296 7.26% 4.94% Under $100m
CA 24 $53,267,897 $42,960,088 -$10,307,809 8.03% 4.98% $250m-$500m
CA 25 $1,141,621,447 $1,031,647,101 -$109,974,346 10.64% 5.06% >$1b
CA 26 $807,889,041 $707,080,911 -$100,808,130 9.31% 5.22% >$1b
CA 27 $23,154,800 $21,501,433 -$1,653,367 6.46% 5.25% $100m-$250m
CA 28 $1,475,211,129 $1,276,603,860 -$198,607,269 9.66% 5.30% >$1b
CA 29 $450,026 $305,823 -$144,203 6.70% 5.50% Under $100m
CA 30 $144,639,185 $131,697,404 -$12,941,781 8.72% 5.52% $250m-$500m
CA 31 $391,801,339 $361,488,093 -$30,313,246 8.80% 5.65% $500m-$1b
CA 32 $466,118,487 $405,150,642 -$60,967,845 12.63% 5.75% $500m-$1b
CA 33 $137,278,713 $122,075,875 -$15,202,838 7.87% 5.76% $500m-$1b
CA 34 $590,725,639 $528,403,553 -$62,322,086 8.76% 5.80% >$1b
CA 35 $85,567,041 $72,566,115 -$13,000,926 7.30% 5.83% $500m-$1b
CA 36 $251,739,824 $219,547,406 -$32,192,418 8.85% 5.88% >$1b
CA 37 $615,068,728 $550,810,714 -$64,258,014 10.34% 5.91% >$1b

Total Assets $34,633,052,950
Avg. Assets $936,028,458
Avg. NWR x AFS 4.65%

CALIF CU’S WITH “MODIFIED” NWR <6%



ALCO & 
GENERAL 

GOVERNANCE 
TAKEAWAYS

1. Does your credit union have competitive rates on deposits at various maturity stages? 
 Creative MMA equivalent product needed to retain/attract larger account balances without 

repricing entire existing MMA portfolio.  
 Shouldn’t rely exclusively on CD’s to drive deposit growth.
 Are IRA products competitively priced?

2. Has your credit union identified members with relatively large deposit balances (say over 
$100,000) and ensured those members have competitively priced products so as to alleviate the 
need for withdrawal to another institution?  

3. Does your credit union actively reach out to members with upcoming CD maturities for the 
purpose of promoting competitively priced products and perhaps offering an early withdrawal 
without penalty if the proceeds are immediately rolled over to a new CD?

4. Do your MSR’s have the authority to match deposit rates of other institutions in order to avoid a 
potential withdrawal?

5. Are appropriate steps taken to ensure loan pricing is appropriate and not too low based on 
current market conditions?

6. Has your credit union confirmed LOC borrowing limits, and “tested” execution of borrowing 
transactions?

7. Does Management and the Board monitor net worth both with and without AFS/HTM losses?

8. Re: AFS & HTM: Is both “intent” and “ability” factored into the classification of investment 
securities?  Are HTM losses properly disclosed in internal financial reporting?

9. Re: Borrowing to avoid realized AFS losses, in calculation performed to compare NPV of holding 
vs. selling AFS securities?

10. Does your CU’s liquidity stress testing include “worst case” deposit withdrawal assumptions 
which take into consideration uninsured deposit concentrations?
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