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Banking turmoil A
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Deposit flows from all banks

Rabobank

11.057 March 9 SVB stock plunges 7545
11.00 - < 40
10.95 1
~5.35
g C
2 10.90 - S
= 530 =
7 10.85- 5
v 10. 5 5
-5.25
10.80 1
10.75 7 -5.20
10.70 1 -5.15
W1 W3 W5 w7 w9 W11 W13 W15 W17 W19 W21 W23

2023

—Small Domestically Chartered Commercial Banks, rhs
—Large Domestically Chartered Commercial Banks, Ihs

RaboResearch —Global Economics & Markets 4



Deposit flows to MMFs
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Government MMFs rather than
prime MMFs
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Bank Term Funding Program
continues to grow Raboban
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Liquidity provision has set back 4
balance sheet normalization Rabobank

+ The Fed's balance sheet reduction
schedule has remained unchanged
since September 2022, with the pace
of reduction at $95 billion per month

$60 billion in Treasury securities

$35 billion in agency debt and agency
MBS

- However, liquidity provision through
the Discount Window and the Bank
Term Funding Program has expanded
the Fed's balance sheet since March

2023
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Overnight markets unaffected a
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Flight to safety in T-bills...
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... while avoiding the X-date
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May 1: Yellen mentions June 1 as possible X-date
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April 19: McCarthy presents plan
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CP spreads jumped temporarily
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Tightening loan standards
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Credit conditions did not tighten 4
overall... S
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More bank mergers in US? $
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Treasury Secretary JanetYellen (June 23): more banks would probably
seek to merge this year as higher interest rates and the recent banking
turmoil are making it more expensive to hang on to depositors

Sharp contrast to Biden policy against concentration in other industries

US has more banks than other countries (both in absolute and relative
terms)

Two historical impediments to financial services consolidation in US:
« Regqulation against cross-state branching of banks

 Regulation against combining banking with other financial services (securities,
insurance, real estate)

15



Declining number of US banks
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Distribution of bank size in US
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The Fed’s SVB Review takeaways £
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- SVB failed to manage their risks

- Fed supervisors did not fully appreciate the extent of the vulnerabilities
as SVB grew in size and complexity

- Fed supervisors did not take sufficient steps

- The tailoring approach in response to legislation taken by the Fed's
Board of Governors impeded effective supervision
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Barr’s lessons learned from SVB %
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The importance of strong levels of bank capital

Broader consequences for the banking system despite SVB not being
extremely large, highly connected or involved in critical financial services

Evaluate supervision/regulation of interest rate risk

Evaluate supervision/regulation of liquidity risk, starting with uninsured
deposits

Improve oversight of incentive compensation for bank managers

Improve the speed, force and agility of supervision

19



Changes to regulation £
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- Higher capital requirements
- Improved banking supervision
- Expansion of deposit insurance?

- The speed of deposit flight?
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Disclaimer
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Non Independent Research

This document is issued by CoGperatieve Rabobank U.A. incorporated in the Netherlands, trading as Rabobank London ("RL"). The liability of its members is limited. RL is authorised by
De Nederlandsche Bank, Netherlands and the Prudential Regulation Authority (PRA) and subject to limited regulation by the Financial Conduct Authority (FCA) and PRA. Details about the
extent of our authorisation and regulation by the PRA, and regulation by the FCA are available from us on request. Registered in England and Wales No. BR002630. This document is
directed exclusively to Eligible Counterparties and Professional Clients. It is not directed at Retail Clients.

This document does not purport to be impartial research and has not been prepared in accordance with legal requirements designed to promote the independence of Investment Research
and is not subject to any prohibition on dealing ahead of the dissemination of Investment Research. This document does NOT purport to be an impartial assessment of the value or
prospects of its subject matter and it must not be relied upon by any recipient as an impartial assessment of the value or prospects of its subject matter. No reliance may be placed by a
recipient on any representations or statements made outside this document (oral or written) by any person which state orimply (or may be reasonably viewed as stating or implying) any
such impartiality.

This document is for information purposes only and is not, and should not be construed as, an offer or a commitment by RL or any of its affiliates to enter into a transaction. This
document does not constitute investment advice and nor is any information provided intended to offer sufficient information such that is should be relied upon for the purposes of making
a decision in relation to whether to acquire any financial products. The information and opinions contained in this document have been compiled or arrived at from sources believed to be
reliable, but no representation or warranty, express orimplied, is made as to their accuracy, completeness or correctness.

The information contained in this document is not to be relied upon by the recipient as authoritative or taken in substitution for the exercise of judgement by any recipient. Any opinions,
forecasts or estimates herein constitute a judgement of RL as at the date of this document, and there can be no assurance that future results or events will be consistent with any such
opinions, forecasts or estimates. All opinions expressed in this document are subject to change without notice.

To the extent permitted by law, neither RL, nor other legal entities in the group to which it belongs accept any liability whatsoever for any direct or consequential loss howsoever arising
from any use of this document or its contents or otherwise arising in connection therewith.

Insofar as permitted by applicable laws and regulations, RL or other legal entities in the group to which it belongs, their directors, officers and/or employees may have had or have a long or
short position or act as a market maker and may have traded or acted as principal in the securities described within this document (or related investments) or may otherwise have
conflicting interests. This may include hedging transactions carried out by RL or other legal entities in the group, and such hedging transactions may affect the value and/or liquidity of the
securities described in this document. Further it may have or have had a relationship with or may provide or have provided corporate finance or other services to companies whose
securities (or related investments) are described in this document. Further, internal and external publications may have been issued prior to this publication where strategies may conflict
according to market conditions at the time of each publication.

This document is not intended for distribution in the United States or to or for the account of US persons and the distribution of this document in other jurisdictions may be restricted by
law and recipients of this document should inform themselves about, and observe any such restrictions. This document may not be reproduced, distributed or published, in whole or in
part, for any purpose, except with the prior written consent of RL. By accepting this document you agree to be bound by the foregoing restrictions.

Please email fm.global.unsubscribe @rabobank.com to be removed from this mailing list

© Rabobank London, Thames Court, One Queenhithe, London EC4V 3RL  +44(0) 207 809 3000
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