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C: Capital Adequacy (1-5)

A: Asset Quality (1-5)

M: ManagemenS g@gg_sjltg‘CéMELS Score: (1-5)
E: Earnings Quality (1-5)
L: Liquidity (1-5)

S: Sensitivity to Risk(]
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Source: Agarwal, Morais, Seru and Shue (2024): “Noisy Experts...”
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Now What?

LARGE Government support:
Insured Uninsured Depositors
Bank Term Funding Program

Mitigates short term risk...

...but losses remain.

S&L Crisis (1980s)
“Gambling for Resurrection”
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Source: Jiang, Matvos, Piskorski, Seru (2020): “Banking without Deposits”...
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Decline of Bank
Balance Sheet
Lending...

...and rise of
Private credit

Bank balance sheet lending

65%

60%

55%

50%

45%

40%

35%

30%

1962 1967 1972 1977 1982 1987 1992 1997 2002 2007 2012 2017 2022

Source: Buchak, Matvos, Piskorski, Seru (2024): “Secular Decline of Bank Balance Sheet Lending”...
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