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Issue in Focus: Silicon Valley Bank’s Collapse Roils Financial Markets, 2018 Deregulation
Enabled Risky Banking Practices

Following the collapse of Silicon Valley Bank (SVB), the Biden administration and financial regulators
took decisive steps to protect customers’ assets without using any taxpayer dollars. The Federal Reserve
and other agencies will collect money from other regulated banks to protect the customers who banked
with SVB, which include many small businesses. The Fed Vice Chair for Supervision is leading a
review of the oversight and regulation of SVB and the Justice Department followed up by opening an
investigation into possible insider sales.

Silicon Valley Bank, which catered to many tech investors, was taken over by federal regulators,
becoming the largest U.S. bank to fail since 2008. Shareholders will not get a bailout, and the bank’s
management has been fired. JEC Chairman-Designate Heinrich in 2018 cautioned that rolling back
provisions of the Dodd-Frank Act under President Trump would pose risks to the banking sector.

What You Need to Know

e The Consumer Price Index shows inflation eased last month. The Bureau of Labor Statistics
(BLS) reported that the pace of Consumer Price Index (CPI) inflation slowed in February. On a
monthly basis, CPI inflation rose by 0.4% in February after increasing by 0.5% in January.
Annual inflation increased by 6.0%, significantly below the peak of 9.1% last June.

¢ Unemployment rates were stable or lower in 48 states in January 2023. BLS reported that
state unemployment rates in January decreased in five states and increased in two states plus the
District of Columbia. BLS also reported that the number of jobs increased in 20 states and the
number of jobs remained the same in 30 states plus D.C.

e Retail sales fell by 0.4% in February 2023, after the largest increase in almost two years in
January. The Census Bureau reported that retail sales fell by 0.4% in February 2023 but they are
33% above pre-pandemic levels. January data were revised upward from 3.0% to 3.2%.

e Following the collapse of Silicon Valley Bank, the Treasury Department announced it was
actively reviewing the U.S. financial sector’s exposure to foreign banks. On the heels of
Silicon Valley Bank’s collapse, some foreign banks have seen record declines in their stock
prices. As a result, the Treasury Department announced it would actively review the level of
exposure the U.S. financial sector has to foreign banks.


https://www.jec.senate.gov/public/index.cfm/democrats/press-releases?ID=D4598FFC-9BCD-4209-87B4-06B2CF6DC812
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20230313a.htm
https://www.nytimes.com/2023/03/14/business/silicon-valley-bank-investigation.html
https://www.jec.senate.gov/public/index.cfm/democrats/2018/3/dodd-frank-roll-back-bill-a-windfall-for-big-banks
https://www.bls.gov/news.release/cpi.nr0.htm
https://www.bls.gov/news.release/laus.nr0.htm
https://www.census.gov/retail/marts/www/marts_current.pdf

Chart of the Week: In the Economic Recovery, More Women Are Joining Traditionally
Male-Dominated Industries

Since the COVID-19 pandemic, women have made considerable progress in male-dominated industries.
The Biden administration has also taken steps that will encourage women to enter these industries,
including a requirement that semiconductor manufacturers provide high-quality child care to receive
funding under the bipartisan CHIPS and Science Act. While labor force participation for women aged
25-54 has now recovered to pre-pandemic levels, job growth has been stronger in industries that are
traditionally male-dominated.
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What to Watch Next Week

o Tuesday, March 21: BLS releases employment data for Veterans during 2022. In 2021, the
unemployment rate for veterans was 4.4%, which was lower than the unemployment rate for
non-veterans. Some other notable findings included declines in the unemployment rates for both
male and female veterans, as well as declines in the unemployment rates for veterans of all
service periods.

o Wednesday, March 22: Federal Reserve Chair Powell is scheduled to announce the Federal Open
Market Committee’s (FOMC) decision about raising the federal funds rate, following the
conclusion of the FOMC'’s second meeting this year. The collapse of Silicon Valley Bank and
Signature Bank and subsequent turmoil in the banking sector have added another layer of
complexity to the Fed’s interest rate decision, but analysts currently expect the Fed will either
hold the rate steady or raise it by a quarter-of-a-point.

o Friday, March 24: BLS releases state-level jobs data for February 2023. The national jobs report
released on March 10" showed that the economy added 311,000 jobs in February with the
unemployment rate rising slightly to 3.6%.


https://www.bls.gov/schedule/2023/03_sched.htm
https://www.bls.gov/news.release/pdf/vet.pdf
https://www.federalreserve.gov/monetarypolicy/fomccalendars.htm
https://www.bls.gov/schedule/2023/03_sched.htm
https://www.bls.gov/news.release/empsit.nr0.htm

New Reports and Research

A new fact sheet released by the Institute for Women’s Policy Research found that in 2022
women earned less than men for full-time work across almost all occupations. In 19 of the 20
most common occupations for women—with the exception of teaching assistants—men earned
more. Among all of the 20 most common jobs for men, men received higher wages than women.

A recent analysis from the Washington Center for Equitable Growth finds that wage disparities,
which are the unequal distribution of earnings among workers by sex, race or ethnicity, are no
longer narrowing, despite a strong labor market. The authors find that wage growth in the second
half of 2022 slowed for workers, especially for those in low-paying sectors like leisure and
hospitality. They also find signs of employer competition for labor cooling over recent months.

A new report from the Center on Budget and Policy Priorities calls on Congress to reject
Republican proposals to cut non-defense discretionary spending. The authors find current non-
defense discretionary spending relative to the size of the economy is 0.4 percentage points below
its 2010 level and 0.2 percentage points below the long-term average, reflecting unmet needs that
have negative impacts on people and communities. They find no evidence that non-defense
funding is too high or rising too rapidly.

Recommendations

“It’s Equal Pay Day. The Gender Pay Gap Has Hardly Budged in 20 Years. What Gives?,” NPR
“How Silicon Valley Turned on Silicon Valley Bank,” The Wall Street Journal

“Silicon Valley Bank Collapse Could Slow the Transition to Clean Energy,” The Washington
Post

“Colleges Have Been a Small-Town Lifeline. What Happens as They Shrink?,” The New York
Times

JEC Resources

Women's Entrepreneurship Is Growing Rapidly

National and State-Level Data on the Economic Status of Black Americans, 2023

Public Investments Improved the Economic Status of Black Americans, But Significant Barriers
to Economic Opportunity and Security Remain

The Economic State of Black Workers and Families in the United States

More information for Members and staff: www.jec.senate.gov/resources
Sign up to receive JEC publications at bit.ly/JointEconMailingList
Contact: nita_somasundaram@jec.senate.gov



http://www.jec.senate.gov/resources
http://bit.ly/JointEconMailingList
mailto:nita_somasundaram@jec.senate.gov
https://iwpr.org/wp-content/uploads/2023/03/Gender-Wage-Gaps-2023-003.pdf
https://equitablegrowth.org/ahead-of-new-u-s-jobs-data-releases-heres-what-employment-growth-and-job-switching-mean-for-wage-disparities-in-the-u-s-labor-market/
https://www.cbpp.org/research/federal-budget/congress-should-reject-proposals-to-cut-non-defense-program-funding
https://www.npr.org/2023/03/14/1162776985/equal-pay-day-gender-pay-gap-discrimination
https://www.wsj.com/articles/how-silicon-valley-turned-on-silicon-valley-bank-ee293ac9?tpl=cb
https://www.washingtonpost.com/business/2023/03/13/silicon-valley-bank-cleantech-climate/
https://www.nytimes.com/2023/03/13/business/economy/college-towns-economy.html
https://www.jec.senate.gov/public/index.cfm/democrats/issue-briefs?ID=6BFF6B74-D153-461D-885A-A7B36B157F1A
https://www.jec.senate.gov/public/index.cfm/democrats/reports?ID=4695AD5F-D3A3-4F3A-92B8-5FA8F4C8C500
https://www.jec.senate.gov/public/index.cfm/democrats/reports?ID=63C52259-1F9E-4A14-96D1-617DB40A7FDC
https://www.jec.senate.gov/public/index.cfm/democrats/reports?ID=63C52259-1F9E-4A14-96D1-617DB40A7FDC
https://www.jec.senate.gov/public/index.cfm/democrats/issue-briefs?ID=1B93E4CA-046B-4E7C-A028-33A4090C1824
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