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Banks’ risk teams get new

responsibilities: Create a
response plan for social
media emergencies
Article

The news: Banks of all sizes in the US are taking a second look at their current approaches to

social media and revising their plans to account for a slew of things that can go wrong, per

https://www.reuters.com/business/finance/us-banks-rethink-social-media-threat-not-marketing-tool-2023-05-18/
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Reuters.

From marketing to threat: When Silicon Valley Bank saw its deposits fly out of accounts after

a few influential people caused a social media stir about the health of the bank, regional and

even major US banks saw social media in a new light.

What are banks doing? Banks are now calling on their risk teams to build out robust

emergency response plans, and their marketing teams to address inaccurate social media

posts.

Will regulators take action? The risks of rapidly moving communications are not unknown to

regulators. Financial agencies have acknowledged the issue, but it’s still unclear what actions

they might take.

Banks primarily used social media as a marketing channel, and the biggest risk it posed was

reputational. But now banks are realizing that a few bad tweets can bring down a bank’s entire

operations.

Rumors, misinformation, and sensational messages that spread like wildfire across the

internet can have damaging e�ects on a bank’s deposits and stock price—as we’ve seen with

the recent regional bank collapses. First Republic Bank’s former CEO Michael Ro�ler told

lawmakers that the bank collapsed solely due to contagion.

Unfortunately, banks aren’t in charge of the social media accounts that are causing the panic.

The best they can do is monitor for risk, create response plans, and stifle the chaos before it

goes too far.

Banks are prioritizing customer complaints that pop up on the bank’s social media pages to

ensure they are quickly and correctly resolved, according to several unnamed executives at

US regional banks interviewed by Reuters.

They’re also taking a close look at their customer base to determine which clients are

influential and ensuring they aren’t spreading misinformation.

And banks are finally realizing that they must provide information about what’s going on with

their business and education around consumer protections to their customers. This is

occurring primarily via email outreach.

https://www.bankingdive.com/news/first-republic-failure-testimony-roffler-contagion-svb-signature-fdic-gruenberg/650533/
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The big takeaway: The risks social media poses to the financial sector have quickly made

themselves known. But banks are now in a tough place as they try to plan for the future.

Anyone can say anything on social media at any time, which means banks must be prepared

for runs at any moment. Identifying and attempting to stifle misinformation at the source

might be impossible with instant communication. And banks’ need to bulk up liquidity reserves

will transform the way they operate—with potentially negative impacts to their bottom line.

This article originally appeared in Insider Intelligence’s Banking Innovation Brie�ng—a daily

recap of top stories reshaping the banking industry. Subscribe to have more hard-hitting

takeaways delivered to your inbox daily.

CFPB head Rohit Chopra acknowledged that fast-moving misinformation hastened the

recent bank collapses, but said regulators can’t do much to regulate communication methods.

Instead, he said regulators should focus on the risks. But the end resolution would likely be

more intense scrutiny on banks’ liquidity and capitalization position.

The FDIC and the Fed also agreed that the bank collapses were fueled by social media

communications and digital banking technologies. But they put the onus on banks to ensure

they were well-capitalized enough to handle an increase in withdrawal requests.
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https://content-na1.emarketer.com/cfpb-says-regulators-must-address-risks-inherent-fast-moving-communications
https://finance.yahoo.com/news/regulators-blame-social-media-for-svbs-rapid-collapse-complete-game-changer-173615151.html
https://totalaccess.emarketer.com/MyAccount/EditProfile.aspx
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