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What happened  

After days of U.S. banks being at the forefront of investor concerns, European financials are 

now leading the global market volatility, extending the recent concerns around the health of 

the banking system to Europe. 

• The European bank selloff was triggered by Credit Suisse (CS) when a large 

shareholder indicated they would not be adding to their position in the troubled bank. 

Even though these comments were specific to CS, which has been struggling for a 

few years due to its unique management and strategy challenges, they exacerbated 

the currently weak market sentiment surrounding the banking sector in general, 

ensnaring other European banks as well.  

• While the situation at CS seems to be idiosyncratic and not reflective of the broader 

European bank sector, the widespread selloff in European banks is illustrative of the 

current risk-off environment and the prospect for further volatility across global 

markets.  

• In response, the Swiss National Bank provided a liquidity line to CS overnight to help 

stabilize the company. 

Data source: Truist IAG, Morningstar. European financials represented by iShares MSCI Europe Financials ETF; U.S. financial 

sector represented by Financial Sector SPDR Fund ETF. Data through 3/15/2023. Past performance does not guarantee future 

results. 
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• Concerns over the U.S. 

banking sector have spread 

to Europe, triggered by 

Credit Suisse’s troubles. 

• While the situation seems to 

be unique to CS, the current 

risk-off environment for 

financials indicates that 

there is the prospect for 

more volatility. 

• We maintain a bias to U.S. 

equities, which should 

benefit as macro 

headwinds rise, over the 

international developed 

markets. 
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Our take 

Even though CS has been acting as a “slow moving train wreck” with its own unique strategic 

challenges for the past several years, its latest headlines sent European financials tumbling 

across the region on contagion fears. This broader selloff in European financials is indicative 

of the current fragile sentiment across global markets, especially for banks as they manage 

through the unfolding fallout of the unprecedented rapid rise in sovereign bond yields, leading 

to weaker portfolios and fleeing deposits.  

In such periods of stress, markets tend to gyrate back and forth on every development. For 

example, news of another European bank withdrawing swap line support for CS sent the 

sector and market lower, only to rebound off the lows on news that the Swiss National Bank 

provided a liquidity line to help stabilize the firm. While the panic in the financial sector is 

resurfacing fears of the 2007-2008 financial crisis, it is notable that regulators have some 

muscle memory and appear to be acting more decisively in response to the unfolding threats 

to the financial sector.  

Bottom line 

Markets may remain on edge if in the coming weeks or months evidence is unearthed that 

has further negative impacts on financials or other pockets of the global economy. Financials 

make up a larger portion of international developed markets equities and, as a result, there is 

greater risk to those markets if financials continue to lag. In this backdrop, we continue to 

favor U.S. equities, which has proven beneficial as the volatility surge has strengthened the 

U.S. dollar, and the international developed markets, led by European financials, have 

recently lagged the U.S.  

 

Data source: Truist IAG, MSCI, FactSet. International developed markets = MSCI EAFE Price Index. Data through 3/15/2023. 
Past performance does not guarantee future results. 
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Disclosures 

Advisory managed account programs entail risks, including possible loss of principal and may not be suitable for all investors. 

Please speak to your advisor to request a firm brochure which includes program details, including risks, fees and expenses. 

Truist Wealth is a name used by Truist Financial Corporation.  Banking products and services, including loans, deposit accounts, trust and 

investment management services provided by Truist Bank, Member FDIC. Securities, brokerage accounts, insurance/annuities offered by 

Truist Investment Services, Inc. member FINRA, SIPC, and a licensed insurance agency where applicable.  Life insurance products offered by 

referral to Truist Insurance Holdings, Inc. and affiliates.  Investment advisory services offered by Truist Advisory Services, Inc., Sterling Capital 

Management, LLC, and affiliated SEC registered investment advisers.  Sterling Capital Funds advised by Sterling Capital Management, LLC. 

While this information is believed to be accurate, Truist Financial Corporation, including its affiliates, does not guarantee the accuracy, 

completeness or timeliness of, or otherwise endorse these analyses or market data.    

The opinions and information contained herein have been obtained or derived from sources believed to be reliable, but Truist Financial 

Corporation makes no representation or guarantee as to their timeliness, accuracy or completeness or for their fitness for any particular 

purpose. The information contained herein does not purport to be a complete analysis of any security, company, or industry involved. This 

material is not to be construed as an offer to sell or a solicitation of an offer to buy any security. 

Opinions and information expressed herein are subject to change without notice. TIS and/or its affiliates, including your Advisor, may have 

issued materials that are inconsistent with or may reach different conclusions than those represented in this commentary, and all opinions and 

information are believed to be reflective of judgments and opinions as of the date that material was originally published. TIS is under no 

obligation to ensure that other materials are brought to the attention of any recipient of this commentary. 

Comments regarding tax implications are informational only. Truist and its representatives do not provide tax or legal advice. You should 

consult your individual tax or legal professional before taking any action that may have tax or legal consequences. 

Investments involve risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or 

guarantee of future performance. 

TIS/TAS shall accept no liability for any loss arising from the use of this material, nor shall TIS/TAS treat any recipient of this material as a 

customer or client simply by virtue of the receipt of this material. 

The information herein is for persons residing in the United States of America only and is not intended for any person in any other jurisdiction. 

Investors may be prohibited in certain states from purchasing some over-the-counter securities mentioned herein. 

The information contained in this material is produced and copyrighted by Truist Financial Corporation and any unauthorized use, duplication, 

redistribution or disclosure is prohibited by law. 

TIS/TAS’s officers, employees, agents and/or affiliates may have positions in securities, options, rights, or warrants mentioned or discussed in 

this material. 
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