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***

One month ago, weeks before the crypto sector was shaken by the crushing FTX bankrun
which led to a quick and painful bankruptcy, and revealed that one of the world’s biggest
crypto exchanges and its “JPMorgan-esque” owner were nothing but hollow shells of fraud,
another bank was suffering from a far bigger bank run.

Readers  will  recall  that  in  mid-October  we  reported  that  the  Fed  was  quietly  wiring
increasingly greater dollar amounts to the Swiss National Bank – which eventually peaked at
around $11 billion weekly – which in turn was then using these dollar swap lines to plug USD
funding holes within one or more Swiss commercial banks.

One didn’t need to be a rocket surgeon to figure out that the bank in question was Credit
Suisse, which had seen its stock tumble amid a relentless barrage of scandals, corporate
mistakes and the occasional fraud (that we know of), and which we said was likely suffering
from a painful behind-the-scenes bank run.
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Fast forward one month, when this morning the 2nd largest Swiss bank confirmed our worst-
case speculation, admitting that it had just gone through a staggering bank run in which
clients pulled as much as 84 billion Swiss francs, or $88.3 billion, of their money
from  the  bank  during  the  first  few  weeks  of  the  quarter,  underlining  ongoing
concerns  over  the  bank’s  restructuring  efforts  after  years  of  scandals.

Of course, as FTX learned the hard way, bank runs don’t have a happy ending, and the
Zurich-based bank warned on Wednesday that it will face a loss of up to 1.5 billion
Swiss francs ($1.6 billion) for the three final months of the year, in large part as a
result of the decline in wealth and asset management client funds from the start of October
to  Nov.  11.  That,  according  to  Bloomberg,  is  the  worst  exodus  since  the  financial
crisis.

The  outflows  were  especially  acute  at  the  key  wealth  management  unit,  where  they
amounted to 10% of assets under management.  While they have been “reduced
substantially from the elevated levels of the first two weeks of October 2022,” they have
yet to reverse, the bank said.

This means that just as we expected, the massive dollar swap lines were being used by the
SNB to provide Credit Suisse with much needed, critical funding; had the funds not arrived,
Credit Suisse would likely have liquidated!

The  client  withdrawals  contrast  with  inflows  at  rival  wealth  managers  in  recent  months.
AT UBS Group AG, investors added more than $17 billion to the wealth management unit in
the third quarter. Julius Baer Group Ltd. said on Monday that it saw a “clear improvement” in
new money flows since the end of June, with wealthy clients adding a net 4.1 billion francs in
the four months through October.

“The massive net outflows in Wealth Management, CS’s core business alongside the Swiss
Bank, are deeply concerning — even more so as they have not yet reversed,” said Andreas
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Venditti, banking analyst at Bank Vontobel AG in Zurich. “Credit Suisse needs to restore
trust as fast as possible – but that is easier said than done.”

Analysts at JPMorgan Chase & Co. and Jefferies said the wealth-management outflows were
much  worse  than  expected,  and  warned  that  bank  wasn’t  out  of  the  woods.  Ethos
Foundation, a proxy advisor, said more steps may be needed to restore investor confidence
than the bank has so far outlined.

“Cutting cost is one thing but growing the business is another one,” Vincent Kaufmann,
Chief  Executive  Officer  of  Ethos,  said  on  Bloomberg  TV.  “Maybe  they  can  do  both,  but  it
remains to be seen.”

Besides the massive bank run which has drained the bank’s capital, the Zurich-based bank
said it expects losses in both the wealth management division and its investment banking
unit due to “subdued activity, market conditions, continued outflows of customer assets and
the sale of non-core businesses.”

The bank’s grim outlook underscores the urgency for the bank’s latest (and soon to be
former) Chairman Axel Lehmann to put Credit Suisse on a sustainable footing again through
a sweeping overhaul that will see its investment bank carved up and greater focus placed
on private banking. Shareholders on Wednesday approved a capital raise of about 4
billion francs that’s needed to finance the restructuring, which will also see about
9,000 jobs cut by 2025.

“Credit Suisse is on an important journey,” Lehmann said in a speech posted on the lender’s
website. “We will work to rebuild and refocus this proud 166-year-old Swiss institution with
global reach.”

The market was not as optimistic, and Credit Suisse tumbled more than 5%, crashing to a
new record low.

In conclusion, the dismal Credit Suisse news provides a handy comparison between the fiat
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and crypto regimes:

FTX was hit with record bank run, and filed for bankruptcy in days, with
no central bank to bail it out.
Credit  Suisse hit  with record bank run, and both the SNB and Fed
rushed to bail it out.

One wonders which system is a better representation of what true capitalism should be
like…

*

Note to readers: Please click the share buttons above. Follow us on Instagram and Twitter
and  subscribe  to  our  Telegram Channel.  Feel  free  to  repost  and  share  widely  Global
Research articles.

Featured image: Credit Suisse, Paradeplatz in Zürich (Switzerland) (Licensed under CC BY-SA 3.0)

The original source of this article is Zero Hedge
Copyright © Zero Hedge, Zero Hedge, 2022

Comment on Global Research Articles on our Facebook page

Become a Member of Global Research

Articles by: Zero Hedge

Disclaimer: The contents of this article are of sole responsibility of the author(s). The Centre for Research on Globalization will
not be responsible for any inaccurate or incorrect statement in this article. The Centre of Research on Globalization grants
permission to cross-post Global Research articles on community internet sites as long the source and copyright are
acknowledged together with a hyperlink to the original Global Research article. For publication of Global Research articles in
print or other forms including commercial internet sites, contact: publications@globalresearch.ca
www.globalresearch.ca contains copyrighted material the use of which has not always been specifically authorized by the
copyright owner. We are making such material available to our readers under the provisions of "fair use" in an effort to advance
a better understanding of political, economic and social issues. The material on this site is distributed without profit to those
who have expressed a prior interest in receiving it for research and educational purposes. If you wish to use copyrighted
material for purposes other than "fair use" you must request permission from the copyright owner.
For media inquiries: publications@globalresearch.ca

https://www.zerohedge.com/markets/credit-suisse-craters-record-low-after-revealing-staggering-88-billion-bank-run
https://www.globalresearch.ca/author/tyler-durden
https://www.zerohedge.com/markets/credit-suisse-craters-record-low-after-revealing-staggering-88-billion-bank-run
https://www.facebook.com/GlobalResearchCRG
https://store.globalresearch.ca/member/
https://www.globalresearch.ca/author/tyler-durden
mailto:publications@globalresearch.ca
https://www.globalresearch.ca
mailto:publications@globalresearch.ca

