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SILICON VALLEY BANK 

Silicon Valley Bank (SIVB), a bank specializing in lending and banking for technology and healthcare startups, failed and 
went into FDIC receivership. SIVB was facing a run on deposits when many of its clients’ venture capital backers urged 
them to withdraw their funds from the bank following an attempted share sale and disclosure of large losses on sales of 
Treasuries. Bank stocks dropped on contagion fears and interest rates fell on speculation that the Fed may have to back 
off of monetary tightening due to financial system fragility. 

Our Take: SIVB does not appear to present a systemic financial risk given the relatively small size of its balance sheet and 
lack of large trading, derivatives, and funding market positions. In all likelihood the FDIC will arrange for a healthier bank 
to take over SIVB’s assets and deposits on favorable terms and all depositors will be made whole. SIVB’s troubles stem 
mostly from its concentration of deposits from cash burning startups that have seen venture capital funding dry up and 
operational mistakes in managing liquidity and asset-liability matching. Banks as a whole are unlikely to face the same 
extent of deposit outflows, but SIVB’s failure highlights the need for bank investors to pay attention to liquidity and asset-
liability management during a prolonged period of yield curve inversion. 

 

EMPLOYMENT 

Nonfarm payrolls rose by 311,000 jobs in February, while the unemployment rate ticked up from 3.4% to 3.6%. Average 
hourly earnings were up 0.2% for the month and have risen 4.6% year-over-year. Labor force participation rose from 
62.4% to 62.5%.  

Our Take: All in all, this was a relatively strong employment report. Payroll growth exceeded expectations, while the 
unemployment rate rose due to people joining the labor force. The largest jobs gains were in the leisure and hospitality 
industries, suggesting that there is inflation pressure coming from service sector employment. This is the Fed’s exact 
concern and is another data point supporting a 50 basis point move at their next meeting. Inflation numbers are reported 
next week and are the last major set of indicators that could move the rate hike needle before the Fed rate decision on 
March 22. 

 

POWELL TESTIMONY 

This week, Federal Reserve Chairman Jerome Powell provided his semi-annual testimony on Fed policy to Congress. He 
indicated that given the continued strength of recent economic data, the Fed will likely need to raise rates above the 5%-
5.5% range that was previously expected. He even stated his willingness to go back to 50 basis point rate increases if the 
incoming data supports it. Noting that Fed actions depend on the data, the Chairman stated that “If the totality of the 
data were to indicate that faster tightening is warranted, we would be prepared to increase the pace of rate hikes." Powell 
added that the process of getting inflation down to 2% “has a long way to go and is likely to be bumpy.”   

Our Take: Chairman Powell had a more openly hawkish tone in his testimony to Congress than in recent comments 
following the last FOMC meeting, but his message is the same. The Fed remains committed to reigning in inflation and 
there is more work that needs to be done. On that front, the Fed will raise rates as high as necessary and keep rates at 
restrictive levels for as long as necessary to achieve its goal.  
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MUNICIPALS 

West Virginia Governor Jim Justice signed House Bill 2526 into law, which will allow for the largest tax cut in state 
history. Income tax rates will be cut by 21.25% and the tax cut is expected to return approximately $750 million to West 
Virginians. In addition, the bill will allow a 100% tax credit on vehicles and a 50% rebate to small businesses for 
equipment and inventory.  

Our Take: Estimates indicate that the tax cut will amount to two-thirds of West Virginia’s current budget surplus. 
Skeptics worry that such a large tax cut could lead to negative effects in the future. The West Virginia Center on Budget 
and Policy issued a statement with concerns that a change in economic conditions, including a drop in energy prices, 
could lead to future tax increases or spending cuts.
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CONTACT  

Financial Advisors  
Institutional Investors 
and Consultants  Visit us online 

888.971.7135 
 
Find your Regional Director on our 
coverage map or by visiting 
madisoninvestments.com/contact. 
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ABOUT REINHART FIXED INCOME                               

Quality, stability, and predictability are the hallmarks of the Reinhart Fixed Income management philosophy. We believe 

that successful fixed income management is a product of understanding the role bonds play in a specific client’s investment 

strategy and developing unique portfolios to meet the objectives of the client. Reinhart Fixed Income is part of Madison 

Investments, an independent investment manager providing active, high-quality, and high-conviction portfolios since 1974. 

 

DISCLOSURES 

“Madison” and/or “Madison Investments” is the unifying tradename of Madison Investment Holdings, Inc., Madison Asset Management, 
LLC (“MAM”), and Madison Investment Advisors, LLC (“MIA”). MAM and MIA are registered as investment advisers with the U.S. 
Securities and Exchange Commission. Madison Funds are distributed by MFD Distributor, LLC. MFD Distributor, LLC is registered with 
the U.S. Securities and Exchange Commission as a broker-dealer and is a member firm of the Financial Industry Regulatory Authority. The 
home office for each firm listed above is 550 Science Drive, Madison, WI 53711. Madison’s toll-free number is 800-767-0300. 
Any performance data shown represents past performance. Past performance is no guarantee of future results. 
Non-deposit investment products are not federally insured, involve investment risk, may lose value and are not obligations of, or guaranteed 
by, any financial institution. Investment returns and principal value will fluctuate. 
This report is for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of any 
security. 
Although the information in this report has been obtained from sources that the firm believes to be reliable, we do not guarantee its 
accuracy, and any such information may be incomplete or condensed. All opinions included in this report constitute the firm’s judgment as 
of the date of this report and are subject to change without notice. This report is for informational purposes only and is not intended as an 
offer or solicitation with respect to the purchase or sale of any security. 
Madison Investment Holdings, Inc. acquired the fixed income management assets of Reinhart Partners, Inc. on June 11, 2021 and now 
employs the Investment Team that previously managed the assets at Reinhart. The Investment Team manages the assets using substantially 
the same strategies and objectives as at Reinhart. Performance information dated prior to the purchase reflects that of Reinhart Partners, 
Inc. 
Quality refers to the bond ratings provided by the various third-party ratings agencies. Stability and predictability refer to the cash flow of 
individual securities and not to the market value or performance of portfolio holdings. There is no guarantee this strategy will lead to 
investment success. 
In addition to the ongoing market risk applicable to portfolio securities, bonds are subject to interest rate risk. When interest rates rise, bond 
prices fall; generally, the longer a bond’s maturity, the more sensitive it is to this risk. Bonds may also be subject to call risk, which allows the 
issuer to retain the right to redeem the debt, fully or partially, before the scheduled maturity date. Proceeds from sales prior to maturity may 
be more or less than originally invested due to changes in market conditions or changes in the credit quality of the issuer. 

https://madisoninvestments.com/assets/img/about/Madison-Investments-Territory-Map.pdf
https://madisoninvestments.com/

