
 
 
A Traditional Bank 

Banks like most industries are composed of firms who take very different paths to achieve profitability.   

The traditional banking model is taking consumer and commercial deposits and lending those deposits 

out as loans, typically mortgages and commercial loans.   

The bank pays a fee for those deposits (interest on a checking or savings account) while receiving a fee 

(interest) on the underlying loan.  The difference between these fees is referred to as the net interest 

margin or the interest received from borrowers minus the interest paid to deposit holders. 

In addition, banks do not loan out all deposits and keep a portion as cash and/or very liquid investments.  

This permits the bank to provide cash to any deposit holder who may need their respective funds on any 

given day. 

Silicon Valley Bank (SIVB) 

SIVB might be a bank, but it stood in stark contrast to the traditional banking model.  While I cannot 

ensure the link will stay active much longer, SIVB prided itself as more than a bank: 

https://www.svb.com/how-we-help-clients/startup-banking-b 

Specifically, SIVB wanted to be a bank for startups in technology, healthcare, and life sciences.  This 

desire mutated a traditional banks balance sheet of consumer deposits and home mortgages to venture 

capital (VC) fundraising and VC debt.   

This “banking model” lead to a lot of success post 2008 as overnight interest rates remained near 0% 

and technological startups found very little resistance in raising capital. 

Where It Went Wrong 

Remember that a traditional bank makes the bulk of its profit by earning more interest on loans and 

investments than the interest it pays out on deposits.  The main risk with this model is that checking and 

savings accounts provide daily liquidity while a 30-year mortgage can be tied up for 30 years.  This 

creates a mismatch in liquidity (or duration) that a bank must invest a portion of the deposits into secure 

short term investments to offset the duration. 

SIVB did the opposite……..SIVB saw its deposits balloon from $62B in 2019 to $173B in 2022.  The bulk of 

these deposits were put into US Treasury Bonds.  While Treasury Bonds are considered risk free from a 

credit perspective, they are still susceptible to interest rate risk. 

https://www.svb.com/how-we-help-clients/startup-banking-b


 
 
This has been a reoccurring theme Titan has been harping on, but it all comes down to duration risk.  

A year ago any investor could have bought a 10-year US Treasury paying ~2%.  Fast forward to today, 

and a 10-year US Treasury is paying ~3.50%.  The only way the investor who bought the 2% yielding 

Treasury could sell that bond is at a steep discount.  Otherwise, the investor would have to hold this 

bond to maturity to avoid any capital loss (remember this would be 10 years). 

Because interest rates have meaningfully risen over the past 2 years, SIVB had a significant unrealized 

loss.   

The other show that dropped was the lack of liquidity for VCs.  Because interest rates rose, VCs began to 

drawdown deposits rather than pay  a higher and higher interest rate.  This drawdown in deposits now 

forced SIVB to sell those Treasury Bonds to make deposits whole.  This climaxed last Thursday as SIVB 

sold $21B worth of investments (which was the bulk of their liquid investments) at a $1.8B loss.   

As a result, deposit holders panicked and began to pull more and more deposits from SIVB.  This only 

forced more selling on SIVB’s behalf and created a downward spiral that lead to regulators closing the 

bank on Friday. 

What Happens from Here 

First, Titan Investments does not own SIVB, Signature Bank, or Silvergate Capital Bank (the latter two 

are also under regulator control for deposit and crypto risk). 

Second, the FDIC and Fed enacted three measures to contain any potential fallout: 

1) The FDIC will make all deposit holders at SIVB full. 

a. This stands in stark contrast to the FDIC only covering up to $250K/business or person. 

2) The Fed announced a new Bank Term Funding Program that would provide par value of any 

Treasury, Agency, or mortgage-backed security.   

a. In other words, a bank may own a $100M 10-year Treasury Bond that is currently worth 

$90M on the market.  However, the Fed will provide $100M to the underlying bank if 

deposits are withdrawn. 

3) The Fed relaxed terms for lending through its discount window. 

Thirdly, small, regional banks are going to come under fire, especially those that have taken the route of 

SIVB.  Companies to watch will be First Republic Bank (FRC), Bank of Hawaii (BOH), East West Bancorp 

(EWBC), Western Alliance Bancorp (WAL), PacWest Bancorp (PACW), Zions Bancorp (ZION), etc.   

Larger, money center banks will also face some stress, but will have a significant opportunity.  A 

company such as JP Morgan Chase (JPM) not only has cash, but the bandwidth to swoop in buy SIVB 

loans at pennies on the dollar.  Thus, the JPM’s of the world stand to benefit in this scenario and only 

emerge as larger more powerful institutions going forward. 



 
 
Lastly, this will severely limit the FOMC’s ability to raise interest rates going forward.  In addition, the 

shock and awe of the scenario will limit hiring as well as spending.  Economic data tends to be stale in 

the sense of reflecting today, but the fear from SIVB will most likely lead to significant disinflation.          

We will provide more information as this plays out, but the T-Bills Titan has leaned into will be a safe 

haven in this time of volatility. 

 

Kenny Blickenstaff, CFA 
Titan Investment Mgmt. LLC 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
Disclosures: 

Titan Investment Management LLC is a registered investment adviser.  Information presented is for educational 
purposes only and does not intend to make an offer or solicitation for the sale or purchase of any specific 
securities, investments, or investment strategies.  Investments involve risk and unless otherwise stated, are not 
guaranteed.  Be sure to first consult with a qualified financial adviser and/or tax professional before implementing 
any strategy discussed herein. Past performance is not indicative of future performance. 

Titan Investment Management LLC may discuss and display, charts, graphs, formulas which are not intended 

to be used by themselves to determine which securities to buy or sell, or when to buy or sell them. Such charts 

and graphs offer limited information and should not be used on their own to make investment decisions. 

Backtested Performance Disclosure Statement 
Backtested performance is NOT an indicator of future actual results. There are limitations inherent in hypothetical 
results particularly that the performance results do not represent the results of actual trading using client assets, 
but were achieved by means of retroactive application of a backtested model that was designed with the benefit of 
hindsight. The results reflect performance of a strategy not historically offered to investors and do NOT represent 
returns that any investor actually attained. Backtested results are calculated by the retroactive application of a 
model constructed on the basis of historical data and based on assumptions integral to the model which may or 
may not be testable and are subject to losses. 

 
Backtested performance is developed with the benefit of hindsight and has inherent limitations.  
  
Specifically, backtested results do not reflect actual trading, or the effect of material economic and market factors 
on the decision making process, or the skill of the adviser. Since trades have not actually been executed, results 
may have under- or over-compensated for the impact, if any, of certain market factors, such as lack of liquidity, 
and may not reflect the impact that certain economic or market factors may have had on the decision-making 
process. Further, backtesting allows the security selection methodology to be adjusted until past returns are 
maximized. Actual performance may differ significantly from backtested performance. 

 
Model portfolio performance is not shown net of the model advisory fee of 1.00% the average fee charged by Titan 
Investment Management LLC, and gross of trading costs based on our Custodian TD Ameritrade. Performance does 
not reflect the deduction of other fees or expenses, including but not limited to brokerage fees, custodial fees and 
fees and expenses charged by mutual funds and other investment companies. Performance results shown include 
the reinvestment of dividends and interest on cash balances where applicable. The data used to calculate the 
model performance was obtained from sources deemed reliable and then organized and presented by Titan 
Investment Management LLC. 
 

LINKED IN DISCLOSURE: State Registered Firms Only 

TITAN INVESTMENT MANAGEMENT LLC is a registered investment adviser. This platform is solely for informational 
purposes. Advisory services are only offered to clients or prospective clients where TITAN INVESTMENT 
MANAGEMENT LLC and its representatives are properly licensed or exempt from licensure. In addition, follow-up 
conversations or meetings with individuals in a particular state that involve either the effecting or attempting to 
effect transactions in the rendering of personalized investment advice for compensation, will not be made absent 
compliance with state Investment Advisor representative registration requirements, or an applicable exemption or 
exclusion. Past performance is no guarantee of future returns. Investing involves risk and possible loss of principal 
capital.  

As a registered investment advisory firm, we are restricted from posting, publishing or otherwise disclosing any 
form of testimonial which is related to our investment advisory services. LinkedIn recommendations and 
endorsements may be viewed as a testimonial. This policy requires that we block any recommendations or 
endorsements. 

Links to websites and other resources operated by third parties are provided as information only, and there can be 
no assurance as to its accuracy, suitability or completeness. TITAN INVESTMENT MANAGEMENT LLC does not 

endorse, authorize or sponsor the content or its respective sponsors and is in no way responsible for third party 
content, services, products or information, or for the collection or use of information regarding the web site’s users 
and/or members 


