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Keep banking woes in perspective 

 
Sources: Federal Reserve Board, Bloomberg, and Wells Fargo Investment Institute; weekly and daily data, January 1, 2008 – April 3, 2023. Deposits are shown as a four-week moving 
average. The deposit interest rate is the weekly average of daily U.S. deposit rates, averaged across the U.S. by Bankrate. 

Surge in interest rates triggered higher costs for banks 

As the chart shows, a dramatic decline in interest rates in 2020 encouraged a flood of bank deposits. 
Households banked government checks, and pervasive low interest rates made checking accounts attractive. 

While rates stayed low during the pandemic, many banks used the extra cash to originate new mortgages or 
offer long-term bonds. But as long- and short-term interest rates have risen, assets such as mortgages and 
bonds have fallen in value, while bank costs, such as interest payments on deposits, have risen. These 
conditions created vulnerability for three of the four banks that failed in recent days.  

What it may mean for investors 

Although we may not have seen the last of failures among small and regional banks, bank stress is part of the 
current higher interest rate environment. In our view, the more pressing problem for investors is that higher 
interest rates and tightening credit are putting the economy on track for a recession. Meanwhile, we believe 
financial markets are underestimating the downside risk for equities. Because of this, on April 21, we reduced 
our exposure to equities and reinforced our defensive positioning in portfolios.  
 
Paul Christopher, Head of Investment Strategy This chart was excerpted from the Institute Alert report dated May 1, 2023. 
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Chart of the Week 

Investment and Insurance Products:       NOT FDIC Insured       NO Bank Guarantee       MAY Lose Value 
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Risk Considerations 

Each asset class has its own risk and return characteristics. The level of risk associated with a particular investment or asset class generally correlates with the level 
of return the investment or asset class might achieve. Equities are subject to market risk which means their value may fluctuate in response to general economic and 
market conditions and the perception of individual issuers. Investments in equity securities are generally more volatile than other types of securities.   

General Disclosures 

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFII is a registered investment adviser and wholly owned subsidiary of 
Wells Fargo Bank, N.A., a bank affiliate of Wells Fargo & Company. 

The information in this report was prepared by Global Investment Strategy.  Opinions represent GIS’ opinion as of the date of this report and are for general 
information purposes only and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. 
GIS does not undertake to advise you of any change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or 
have opinions that are inconsistent with, and reach different conclusions from, this report. 

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential 
investor.  This report is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a 
recommendation to buy, hold or sell securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product 
based on performance alone. Consider all relevant information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and 
investment time horizon. The material contained herein has been prepared from sources and data we believe to be reliable but we make no guarantee to its accuracy 
or completeness. 

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or 
registered with any financial services regulatory authority outside of the U.S.  Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells 
Fargo Advisors may not be afforded certain protections conferred by legislation and regulations in their country of residence in respect of any investments, 
investment transactions or communications made with Wells Fargo Advisors.  

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered 
broker-dealers and non-bank affiliates of Wells Fargo & Company. CAR-0523-01350 
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