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Low I Low Interest

MBS Mortgage-backed securities
RAROC Risk-Adjusted return on capital

ROE return on equity

ROA Return on assets

RWA Risk weighted assets

FDIC Fedral deposit insurance corporation

FED FEDRAL

FTX Future exchange
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This study seeks to critically examine the ramifications of unconventional monetary
policy on the performance of major U.S. banking institutions amid the persistent surge
in global inflation . The analysis centers on three high-profile banks—Silicon Valley
Bank, Signature Bank, and Silvergate Bank—all of which experienced systemic
failures in early 2023. The CAMELS framework, a multidimensional diagnostic tool
encompassing Capital Adequacy, Asset Quality, Management Soundness, Earnings
Performance, Liquidity, and Sensitivity to Market Risk, was applied to evaluate the
financial performance of each bank. The findings revealed that the banks relied heavily
on uninsured deposits and long-term bonds, which created significant pressure as
interest rates rose, leading to a decline in bond values and deteriorating liquidity.
According to the CAMELS evaluation, Signature Bank was the most affected,
receiving low scores in profitability and liquidity. Silvergate Bank faced similar issues
due to its concentration in digital assets. As for SVB, despite receiving a favorable
CAMELS rating, the model failed to capture the hidden risks associated with its long-
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term investments in a low-interest-rate environment, which ultimately led to a sudden
liquidity crisis and its rapid collapse. The study emphasizes the need to strengthen
regulatory frameworks during periods of unconventional monetary policy to prevent
the buildup of hidden liquidity or credit risks within the banking system, while also
enhancing tools for predicting interest rate and liquidity risks.
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