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Paper Recap 
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What does the paper ask?

• How might unrealized losses on banks’ assets related to the rise in 
longer-term interest rates associated with monetary policy tightening 
increase the probability of bank runs?  

• How large and prevalent are these unrealized losses within the 
banking sector and which banks (and geographies) appear most 
vulnerable to the type of bank run experienced by Silicon Valley Bank 
in March 2023?



Paper Recap  (2)
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What does the paper find?

• Banks with large unrealized losses on assets combined with lower 
deposit franchise values are more vulnerable to bank runs.



Paper Recap  (3)
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What does the paper find?

• Using market prices for Treasury securities and RMBS combined with 
maturity and pricing information from Call Reports, marks banks 
assets to market.

• Estimate that asset values declined on average by 10% for total $2.2 trillion 
dollar decline.

• Compute measures of solvency using the formula:



Paper Recap  (4)
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My take…

6

• Main contribution of the paper is in the quantification of unrealized 
losses on longer-dated bank assets and in identifying which banks 
may be most vulnerable to funding risks (in the extreme, a bank run) 
based on deposit composition.

• Paper has evolved and improved since it first was written in March 
2023

• But the quantification exercise could be further improved.  
• My discussion will focus on this aspect of the paper.



Calculating mark-to-market asset values
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• Securities
• Call Reports provide the fair value of their securities holdings in the Call 

Report.
• Are the authors using these fair values instead of using authors’ own 

valuation method? 

• Loans
• Methodology seems sound.   Of course there will be “fire sale” discounts if 

banks were forced to sell these assets.

• Should update using 2023 Q2 Call Report data



Suggestions – Computing measures of bank 
insolvency
• Traditional measure of bank solvency is Tangible Common Equity 

(TCE)
• TCE subtracts intangible assets from common equity

• Can adjust TCE for unrealized losses on HTM securities

• Can adjust also TCE for losses on HTM securities
• Check if bank already reduces TCE for HTM securities losses– otherwise 

double count these losses
• These are the measures markets seem to pay attention to.
• They suggest some solvency issues, but not as large as the authors’ 

calculations.
• Could also use TCE in the insured deposit coverage ratio calculation.
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An example of 
adjusted TCE 
(using only 
securities 
unrealized losses)
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Take deposit franchise seriously when 
identifying vulnerable banks
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• The authors acknowledge the importance of deposit franchise value 
in their theoretical motivation.

• The Call Report data allow for a calculation of insured/unisured 
deposits (as well as other categories) and deposit betas

• Authors could calculate franchise value for each bank in their sample.
• Use these calculations to better refine vulnerable banks.



Deposit and Loan Betas during MP 
tightening
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An aggregate look at the banking sector
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An aggregate look at the banking sector
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An aggregate look at the banking sector
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An aggregate look at the banking sector
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An aggregate look at the banking sector
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What was unique about SVB?  

• As authors note, according to their measures SVB “solvent” according 
to come of the authors calculations.

• SVB had other characteristics that aren’t measures by the authors
• Concentration of depositors in certain industries
• Rapid growth in deposits

• Any attempt to quantify these other aspects that can make banks 
vulnerable would be useful.  
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Conclusion 
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• Timely and provocative paper!
• Useful empirical estimates of unrealized losses on bank’s loan holdings (combined 

with banks’ reported estimates of unrealized losses on their securities)
• These estimates can be useful in empirical analysis which addresses a variety of 

questions about the banking sector.  

• Would like to see more robust measures of solvency and funding risk/bank 
run risk.

• These measures should be useful in other studies evaluating the 
effectiveness of current and prospective policy responses:

• E.g., Capital and liquidity management and regulations, deposit insurance, BTFP
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