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Silicon Valley Bank: svb
An Outlier Among Peers

16th largest US bank, but $210 bn assets below $250 bn “systemically significant” threshold

Non-traditional deposit base, low loan-to-deposit ratio

Less than 10% of deposits from “stickier” domesticretail; largelytech /VC

Smallerlending book given tech/VC customer base; therefore larger securities portfolio

Investment portfolio heavily HTM, more vulnerable to mark-to-marketin event of forced asset sales

Large HTM portfolioin higheryielding, longer duration USTs & MBS over Fed reserves and T-Bills
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A Closer Look at
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Financial Stability Concerns

S\Ib Ifl Silvergate

Assets: $209 bn Assets: $11.4bn

Deposits: $175.4bn Deposits: $6.3 bn
Dec 31 Market Cap: $13.6bn Dec 31 Market Cap: $550 mn

Recent Developments: Recent Developments:

2021 deposits doubled; heavily * Foundedin 1988; business pivotto digital
concentrated in longer-dated USTs asset industry in 2013

ALM policy errors and mark-to-market Excessive business concentration in volatile
losses exceeded equity base and risky cryptocurrency asset class

Failed capital raise followed by $42 bn Depositrun from $12 bn to $4 bn in Q4,
depositrun on March 9 post FTX failure, forced selling securities at
Entered FDIC receivership on Friday, steep losses

March 10 » Announcedvoluntary wind down and
liquidation on Wednesday, March 8

Source: All balance sheetand marketdataas of Dec 31,2022. Company filings. Bloomberg. WSJ. Silicon Valley Bank market ca p based on parent
company SVB Financial Group.
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Bank Stocks Under Pressure Amidst SVB Decline

KBW index and SVB financial group performance March 6 - March 10

1 % '/A‘:b_\:

(-63%)

-70%
Mar 6

Source: (1) Bloomberg. Data asofMarch 11, 2023.
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A Closer Look at Silicon Valley Bank

With $210 bn of assets (2/3 of Washington Mutual), SVB was the 16th
largest US bank, and the largest to go into FDIC receivership since 2008. Regulators noted both
inadequate liquidity and insolvency in the decision to shut down the bank.

US venture capital-backed technology companies raised $330 bn in 2021, double the
prior year. SVB's depositbase doubled from $62 bn to $124 bn in just 12 months, triple the rate of
deposit growth at large US money center banks.

Less than 10% of SVB's $172 bn depositbase came from “stickier” US
domestic retail, with an unusually high reliance on technology/ VC/ early stage health science.
Nearly 90% of deposits were uninsured, also an outlier among peers.

As capital losses became more apparent, depositors tried to withdraw $42 bn of
deposits on Thursday, March 9 (in addition to $25 bn of deposit outflows in prior quarters). SVB's
share price declined 60% the same day before trading was halted.

I 1

Less demand forloans from SVB’s “niche” technology/ VC/ life sciences
customer base, who don’t have the high fixed asset, reliable cash flows characteristic of high quality
borrowers. SVB's large deposit surge was therefore invested largely in higher yielding, longer
duration USTs and agencies.
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SVB's Non-Traditional Deposit & Funding Base

Silicon Valley Bank’s deposit base (%)

Technology
20% International
18%

US global fund banking
Early stage technology 14%
29%

Life science / healthcare
Other o
. 11%
19,  Private bank
7%
Source: (1) FDIC. SiliconValley Bank. Q3 2022.
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ALM Errors, Securities Losses and Deposit Flight svb

SVB also held a very large amount of its securities portfolio in the “Held-to-
Maturity” (HTM) bucket, which resulted in a large part of the investment portfolio being suddenly “marked -
to-market” when the Bank was forced to sell securities. Since 2019, SVB's “available-for-sale” (AFS) book
doubled from $14 to $27 bn, while its HTM book grew from $14 to $99 bn.

SVB had unusually high exposure to interest rate risk. In the absence
of a vibrant lending business, SVB invested in longer duration USTs and MBS over Fed reserves and shorter-
dated T-Bills. 56% of SVB's assets were invested in fixed rate securities (large money center banks < 30%).
Avg maturity of SVB HTM bond portfolio was 6.2 years at end of 2022.

By the end of 2022, with inflation / Fed tightening / rates markedly higher, SVB
had mark-to-market losses above $15 bn for securities held-to-maturity, which exceeded its $11.8 bn
tangible common equity. Portfolio marks and losses rose on forced asset sales as depositors ran.

Questions remain as to (1) why SVB did not more effectively manage the ALM issues on
the asset side as interest rates rapidly increased; and (2) why they did not move to raise capital sooner.

Before 9am local time on Friday, March 10, the California Department of Financial
Protection and Innovation closed SVB, appointing the FDIC as receiver.

On Sunday, the Treasury, Federal Reserve, and FDIC jointly
announced actions to strengthen financial stability and limit broader contagion. First, Treasury Secretary
Yellen instructed the FDIC to make all depositors, including those uninsured, whole. Secondly, the Fed
announced a new “crisis-era-like” Bank Term Funding Program (BTFP) to provide banks up to 12 months
financing with qualifying assets used as collateral valued at par rather than mark-to-market. Lastly, the Fed
will also accept collateral at par value at the discount window.
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SVB’s Large HTM Securities Portfolio

SVB'’s AFS Investment Portfolio SVB’s HTM Investment Portfolio

1N

2019

Source: (1-2) FDIC. Silicon Valley Bank public filings.
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SVB's Outsized Hold to Maturity Portfolio  svb

Securities booked as hold to maturity as a share of total assets

50%

/_/_A/—— JPMorgan Chase: 12%

~

0%

2018 2019

Source: (1) Bloomberg. Dataas of March 13, 2023.
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Systemically Strong

US Banking System




Size of the US Banking System

Growth of US Banking System Since 2006

# Of FDIC insured banks Total US banking assets, USD tn

8,680

2006

Total US banking deposits

2006 2022

Source: (1-3) FDIC “Statisticsata Glance.” DataasofDecember31, 2022.
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Crisis of Confidence

From a capital and liquidity perspective (tier 1 capital, risk-based capital, wholesale
funding, and loan-deposit ratios), the US and global banking system today are the strongest of our lifetime
(though it took a decade of post GFC regulation to get there).

In 2018, the US relaxed the threshold for banks being regulated as “systemically
significant” from $50 bn to $250 bn - a designation imposing more rigorous requirements and annual stress
testing (LCR, NSFR & supplementary leverage ratios). From 2018 to 2022, SVB's assets rose from $50 bn to
$220 bn, becoming the 16th largest US bank but staying below the more stringent regulatory threshold.

We do not expect recent developments with Silicon Valley Bank (SVB) or Silvergate Capital Corp
to become systemic. In our view, comparisons to 2008, when hundreds of banks failed, would be inaccurate.

SVB was a significant outlier among peers in terms of the concentration of
deposits among “less sticky” tech companies (vs retail), low loan to deposit ratios and longer duration of large
securities investment portfolio. Their business profile and fact pattern made them particularly vulnerable to
rising rates and deposit outflows.

In times of stress, confidence in the banking system can become just as important as the
fundamentals. If depositorslose confidence in the stability of smaller bank funding, deposit withdrawals and

market volatility can escalate rapidly. The “unintended consequences” of a large bank failure are also difficult
to anticipate.
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Coordinated Treasury-Fed-FDIC Response

Federal Reserve’s Bank Term Funding Program (BTFP) Terms

Eligible Borrowers:
Eligible Collateral:

Advance Size:
Collateral Valuation:
Rate:

Prepayment:

Term:

Program Duration:
Fees:

Recourse:

Credit Protection:

US federally insured depository institutions or US branch or agency of a foreign bank
eligible for primary credit

Any collateral eligible for purchase by the Federal Reserve in open market operations,
as long as it was owned prior to March 12, 2023 (includes USTs, agency debt and MBS)

Value of eligible collateral pledged by the borrower

Collateral will be valued at par. Margin will be 100% of par value.

1 year OIS + 10 bps, fixed for the term of the advance on the day the advance is made
Allowable at anytime without penalty

Up to one year

At least March 11, 2024

No fees

Advances made with recourse beyond the pledged collateral to the eligible borrower

The Treasury would provide $25 bn as credit protection to the Federal Reserve via the
Exchange Stabilization Fund

Source: (1) Federal Reserve. FDIC. US Treasury.
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This is Not 2008

# of failed FDIC institutions

140 157 90
= = =0

0

0

2006 2008 2010 2012 2016

Source: (1) FDIC “Statisticsata Glance.” Dataasof December31, 2022.
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US Bank Capital Ratios Strengthened Since GFC

Capital ratios

16%

9%

2006 2010

Source: (1) FDIC. Bloomberg. Data as of March 12, 2023.
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The FDIC's "Problem Bank" List

# of problem institutions

50 76

2006 2008 2010 2012

Source: (1) FDIC “Statisticsata Glance.” Dataasof December31, 2022.
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Size of FDIC Insurance Fund

Fund balance, USD bn

-$21
2006 5

Source: (1) FDIC “Statistics ata Glance.” DataasofDecember31, 2022.
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Impact of Fed’s Tightening

Cycle Has Just Begun




Casualties of Fed Tightening

Early 1980s LatAm Debt Crisis

Late 1980s US Commercial Real Estate

1994 G10 Bond Turmoil

Late 1990s Asia Financial Crisis

2008 Global Financial Crisis

2014-2016 Commodities Super Cycle Bust

2023 Silicon Valley Bank/ Silvergate Capital
2023

2
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Casualties of Fed Tightening

Every Fed tightening cycle of the last 40 years has claimed a large financial
casualty and “unintended consequences”, given the impact of US monetary policy on securities
portfolios, currency markets and risk assets globally (i.e., 80s LatAm crisis, 80s commercial real estate,
90s Asia financial crisis)

Monetary policy operates w a lag, typically 12-18 months. In this
sense, the impact of the fastest Fed tightening cycle in 40 years has really just begun.

The Fed's tightening cycle task has become more complicated
because they now have to balance inflation-fighting and financial stability risk. We expectthe Fed to
move more “incrementally” from here than would have otherwise been the case.

Following last week’s bank sector turbulence, the probability of a 25bps
hike (vs 50 bps) on March 22 has increased. A strong, above-consensus Feb CPI print on Tuesday,
March 14 would make the March 22 rate decision more difficult.
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Impact of Fed Tightening Has Just Begun

Fed funds targetrate Fed total balance sheet assets, USD tn
Peak: $9.0 tn

50% $9.0

0.0%
2021 2022

Source: (1-2) Bloomberg. Data as of March 8, 2023.
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Monetary Policy Operates with a Lag

IMMEDIATE IMPACT
(Markets)

l l l

US rates Equity HY
markets issuance &
financing
markets

US dollar Tech Rate

companies sensitive

(valuations,
layoffe sectors
(i.e., housing, auto)
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Looking Ahead to the March 22 FOMC

Market implied probability of a 50bps hike in March

March 7:
After Powell's Hawkish
Senate Testimony

80%
ﬁ

0%
Feb-2023

Source: (1) Bloomberg. Data asofMarch 10,2023. WIRP Screen.
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March 10:
After SVB Fall
into FDIC
Receivership
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Disclaimer

The information herein provided is forinformation purposesonly, andis notto be used or considered as investmentresearch, a proposal orthe solicitation of
an offer to sell orto buyor subscribe forsecurities or other financial instruments. Neither this nor any other communicati on prepared by MUFG Bank, Ltd.
("MUFG Bank"), MUFG Securities Americas Inc. (“"MUFG Securities”), or other MUFG Group Company(collectively, "MUFG") is ors hould be construed as
investmentadvice, arecommendation or proposalto enterinto a particulartransaction or pursue a particular strategy, oran y statementas to the likelihood
thata particulartransaction or strategy will be effective in lightof your business objectives or operations. Before enteringinto any particulartransaction, you
are advisedto obtain such independentfinancial, legal, accounting and other advice as maybe appropriate underthe circumstances. In anyevent, any
decision to enterinto a transaction will be yours alone, notbased on information prepared or provided by MUFG. MUFG hereby disclaims anyresponsibility to
you concerningthe characterization oridentification ofterms, conditions, and legal oraccounting or otherissues orrisks thatmay arise in connection with any
particulartransaction or business strategy. MUFG is notacting and does notpurportto actin any way as an advisororin a fiduciary capacity.

Certain information contained in this presentation has been obtained or derived from third party sourcesand suchinformation is believedto be correctand
reliable buthas notbeenindependentlyverified. While MUFG believesthatfactual statements hereinand anyassumptions on which information herein are
based, are in each case accurate, MUFG makes no representation or warranty regarding such accuracyandshallnotbe responsib le foranyinaccuracyin such
statements orassumptions. Note thatMUFG may have issued, and mayin the future issue, otherreportsthatare inconsistentwith orthat reach conclusions
differentfrom the information setforth herein. Such otherreports, ifany, reflectthe differentassumptions, views and/or analytical methods ofthe analysts who
preparedthem,and MUFG is underno obligation to ensure thatsuch otherreports are broughtto your attention. Furthermore, the information may notbe
currentdue to, among other things, changesin the financial markets oreconomic environmentand MUFG has no obligation to up date anysuch information
containedin this presentation. This presentation is notintended to forecastor predictfuture events. Pastperformanceis nota guarantee orindication of
future results. Any prices provided herein (otherthan those identified as being historical)are indicative onlyand do notrepresentfirm quotes as to either price
or size. This presentation has been prepared bymembers of our capital markets strategyteam and does notnecessarilyreprese ntthe MUFG "house” view.

This presentation is proprietaryto MUFG Securities and maynot be quoted, circulated or otherwise referred to without our prior written consent.
Notwithstanding this, MUFG Securitiesshallnotbe liablein anymannerwhatsoeverforanyconsequences orloss(including bu tnotlimited to any direct,
indirector consequential loss, loss of profits and damages) arising from anyreliance on orusage ofthis presentation and accepts no legal responsibilityto any
investor who directly or indirectlyreceives this material.

IRS Circular230Disclosure : MUFG Securities does notprovide tax advice. Accordingly, any discussion of U.S. tax matters included herein (including any
attachments) is notintended orwritten to be used, and cannotbe used, in connection with the promotion, marketing orrecomm endation byanyone not
affiliated with MUFG Securities ofany ofthe matters addressed herein orforthe purpose ofavoiding U.S. tax-related penalties.

The MUFG logo and name is aservice mark of Mitsubishi UFJ Financial Group, Inc.,and maybe used byitor other Group companiesforbranding or
marketing purposes. Group companies include MUFG Bank, MUFG Americas Capital Leasing & Finance, LLC, Mitsubishi UFJ Trustand Banking Corporation,
and MUFG Securities Americas Inc. Corporate or commercial lending or depositactivities are performed by banking affiliates o fMUFG, including, in the
United States, MUFG Bank.

FLOES™ s aservice mark of MUFG Securities Americas Inc.

© 2023 Mitsubishi UFJ Financial Group Inc. All rights reserved.

Crisis of Confidence/ MAR 2023/ page 32




