
The Wall Street Journal - 03/17/2023 Page : A013

This copy is for personal, non-commercial use only. Do not edit, alter or reproduce.
For commercial reproduction or distribution:

Contact Dow Jones Reprints & Licensing at (800) 843-0008 or djreprints.com
Powered by TECNAVIA

THEWALL STREET JOURNAL. Friday, March 17, 2023 | A13

Beyond Ones
And Zeroes
The Transcendent Brain
By Alan Lightman
(Pantheon, 194 pages, $26)

BOOKSHELF | By Danny Heitman

How SVB ‘Profited’ From Interest-Rate Risk

How did three top offi-
cers of Silicon Valley
Bank earn a combined

$18 million in salary and bonus
while sitting on a powder keg?
The answer lies in the peculiar
accounting treatment of bond
investments that encourages
reckless risk taking with depos-
itor money—a form of legal
subterfuge that still threatens
the financial system.

SVB held tens of billions of
dollars in long-term govern-
ment bonds. On its face, this
may seem like a prudent in-
vestment for a bank, but Trea-
sury securities are riskless
only when held to maturity. If
you have to sell before then,
you can easily lose money if
market rates have risen since
you first purchased the bond.
For example, buying a 10-year
U.S. Treasury bond with a 2%
coupon at par and holding it
for 10 years earns you 2% per
annum. But if you sell early
and rates have jumped—say,

4% since you bought the
bond—then the price will have
declined to about $838 per
$1,000 face value, meaning
you incur a loss of $162 per
$1,000 bond.

Though that risk is implicit
in every bond purchase, ac-
counting and regulatory
frameworks can obscure it in a
way that results in big bo-
nuses for bank officers. When

a bank like SVB buys a Trea-
sury bond, it can declare its
intention to hold it to matu-
rity. The bond then goes into a
“held to maturity” investment
account where capital gains
and losses are ignored because
the bond pays par at maturity.
The income from the bond,
however, goes into the bank’s
income statement, adding to

the institution’s apparent prof-
itability. In the short run, this
lets bank officers collect hefty
checks, but if rates are rising
in the background, a mounting
risk is going unaccounted.

That’s more or less what
happened to SVB, which held
about $90 billion of its $120
billion bond portfolio in its
held-to-maturity investment
account. As interest rates rose
over the past few years, SVB
did little to hedge against its
exposure to rate hikes. So when
depositors came demanding
cash, the bank had far less than
its books showed.

This was all legal under
current regulatory and ac-
counting frameworks. Other
banks that bought long-dated
bonds before the Fed started
hiking rates could face similar
uncounted losses. The rules
create an incentive for risk
taking with Treasury bonds by
allowing bank management to
create a short-run asymmetric
payoff: If interest rates hold
steady or decline, the bank’s

profitability increases because
of the coupon payment, but if
rates rise, the capital losses
are deferred to accounting
footnotes. This means higher
profitability in the short term
and more money in the hands
of bank officers. But it intro-
duces immense hidden risk
into the financial system to
the detriment of creditors—
and in the case of a bailout
taxpayers.

Regulators should have
raised a red flag about SVB’s
behavior before things got to
this point. Now that they have,
the government should take
the opportunity to change ac-
counting rules so that banks
don’t take on such careless
risk for personal profit. Other-
wise, SVB may be the tip of
the iceberg.

Mr. Silber is a senior ad-
viser at Cornerstone Research
and is author of “The Power of
Nothing to Lose: The Hail
Mary Effect in Politics, War
and Business.”

By William L. Silber

An accounting rule
created an incentive
for the collapse.

OPINION

F or much of the year, Alan Lightman lives less than a
mile from Walden Pond, the Massachusetts spot where
Henry David Thoreau popularized transcendentalism

and its ideas about a direct connection to the divine
through nature.

Mr. Lightman, a theoretical physicist and professor of
humanities at MIT, has had some vivid experiences with
nature himself. In “Searching for Stars on an Island in Maine,”
his 2018 essay collection, he recalled immersing himself in
a starry sky as his small boat bobbed off the shore of his
summer home in New England. “I felt an overwhelming
connection to the stars, as if I were a part of them,” he wrote.
“And the vast expanse of time—extending from the far distant
past long before I was born and then into the far distant
future long after I will die—seemed compressed to a dot.”

Such moments bring illumination, but also puzzlement.
As a physicist, Mr. Lightman would rather look to science
instead of a supernatural deity to explain why he some-

times feels lifted out of him-
self. But if there’s no God,
then what’s causing his
radical change of perspective,
and what purpose could it
have? It’s a question Mr.
Lightman attempts to address
in “The Transcendent Brain:
Spirituality in the Age of
Science.”

Now in his 70s, Mr. Lightman
is at an age when such ultimate
questions of life—and a possible
afterlife—resonate more deeply.
That urgency sharpens the focus
of “The Transcendent Brain,”
which departs from the more

loosely discursive sensibility of the author’s recent books,
such as his 2021 essay collection, “Probable Impossibilities.”

Here Mr. Lightman tackles his quandary like a scholar
charting out a class syllabus. “In the first two chapters,”
he announces, “I’ll explore a bit of the history of the
subject, starting with the nonmaterialist view of the world
and then moving to the materialist view.” While such
throat-clearing might suggest the dry detachment of a
lecture hall, Mr. Lightman’s gift for distilling complex ideas
and emotions to their bright essence quickly wins the day.
He displays a beautiful economy of language, describing one
of his moments of transcendence as succinctly as Thoreau
ever could: “Something had grabbed hold of me, but there
was no ‘me.’ ”

These revelatory interludes are easier to account for, Mr.
Lightman concedes, if we assume a higher being and the
existence of a soul. But in detailing the arguments for such
a spiritual presence by thinkers as varied as Socrates, St.
Thomas Aquinas and Moses Mendelssohn, the author pre-
dictably concludes that “all rational arguments for the
soul are on shaky ground. You either believe or you don’t.”
Science “can never disprove the existence of God, since
God might exist outside the physical universe.”

After wading through the intellectual thicket of how
human consciousness might work—a riddle that defies clear
analysis because we “can’t be inside the box and outside the
box at the same time”—Mr. Lightman advances an evolu-
tionary rationale for feelings of transcendence that’s centered
in the human brain. Many of these episodes, he suggests,
involve a heightened perception of nature because awareness
of natural surroundings was critically important for ancestors
who lived close to the land. The great rush we feel when
cultivating art, literature, music or science might stem from
our evolutionary impulse toward exploration and discovery—
what Mr. Lightman calls “the creative transcendent.” He also
argues that in making us feel part of something larger than
ourselves, transcendent moments might be linked to some
ancient biological imperative to connect with other humans,
another evolutionary benefit.

A big challenge in placing a subject as ineffable as
transcendence under the microscope is that even with the
best intentions, the result can feel aridly reductionist. As E.B.
White remarked many years ago about humor, it “can be
dissected, as a frog can, but the thing dies in the process
and the innards are discouraging to any but the pure scien-
tific mind.”

Mr. Lightman, though, belongs to a noble tradition of
science writers, including Oliver Sacks and Lewis Thomas,
who can poke endlessly into a subject and, in spite of their
prodding, or perhaps because of it, stir up fresh embers of
wonder. “If you pull on the thread far enough,” Mr. Lightman
writes, “you ultimately arrive at the mysterious. When at age
twenty I learned why the sky is blue, my awe of the universe
did not diminish.”

An endearing sense of intellectual modesty rests at the
heart of “The Transcendent Brain.” Although Mr. Lightman
is clearly not persuaded that God exists—he has, over the
years, described himself as an atheist or “pretty close to an
atheist”—he’s respectful of religious faith. “I believe that the
capacity for awe also includes an openness to the world,” he
observes. “Openness, in turn, requires a certain humility.”

It echoes with one of his earlier sentiments: “I believe in
the laws of chemistry and biology and physics—in fact, as a
scientist I much admire those laws—but I don’t think they
capture, or can capture, the first-person experience of
making eye contact with wild animals and other transcendent
moments. Some human experiences are simply not reducible
to zeroes and ones.”

Meanwhile, within his own household, opinions vary
regarding the nature of the universe—and possible realms
beyond. “When I talk to my wife about the soul,” he tells
readers, “she says that she likes to keep her options open.”

On this topic, as in so many other matters, wives just
might know best.

Mr. Heitman, a columnist for the Baton Rouge Advocate,
is editor of Phi Kappa Phi’s Forum magazine.

There are human experiences that science
cannot capture. The challenge is to explain
them without resorting to the existence of God.
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If government
funds it, they
will come.
That’s an
over looked
story line in
the collapse
of Silicon Val-
ley Bank. If
Washington
wants to
point fingers,

it should aim the biggest digit
at itself.

Let’s talk about what actu-
ally imploded over the past
week. If the name wasn’t al-
ready a giveaway, SVB was the
lender of choice for tech
dreamers. It claims to have
banked nearly half of all U.S.
venture-backed tech and
healthcare startups. Yet in re-
cent years those clients have
skewed ever more in one di-
rection. “We serve those cre-
ating positive environmental
change,” SVB’s website brags,
noting that the bank worked
with some 1,550 companies in
the “climate technology and
sustainability sector.”

Most of these companies
weren’t filling some vital mar-
ket need. Rather, as the Jour-
nal reported, SVB was beloved
for its willingness to offer
“banking services to startups
that often weren’t profitable,
in some cases didn’t have a
product, and would otherwise
have a hard time getting a line
of credit or a loan from a
larger bank.” One tech entre-
preneur provided law.com a
more scathing description of
SVB’s products: “They’re basi-
cally subprime business loans.
You’re talking about companies
that have no credit profile,

Did ESG Help Sink SVB?
they’re burning cash and are
unlikely to raise the same type
of capital because of interest
rates. . . . It was basically social
credit.”

What inspires a bank to
disregard risk and shower
money on products or services
that nobody is clamoring to
buy? One answer is easy
money and misguided regula-
tion, which washed dollars
into the economy even as it
pushed banks like SVB to load
up on sovereign debt, lulled by
a Federal Reserve-fed belief
that interest rates would stay
near zero forever. The other?
Washington handouts, via
President Biden’s effort to en-
gineer a climate industry that
otherwise wouldn’t exist.

Congress’s $1.2 trillion 2021
“infrastructure” bill was a
starting gun for a clean-tech
frenzy. The bill made available
hundreds of billions for new
“technologies” for electrical
grid modification, solar, car-
bon capture, battery storage,
electric-vehicle charging infra-
structure, geothermal, “smart
community” widgets, micro-
grids, CO2 transport, hydro,
wind, fuel cells, waste man-
agement and efficiency gains.
Last year’s so-called Inflation
Reduction Act threw yet more
dollars at would-be green in-
novators, while also extending
billions in household tax cred-
its in an attempt to lure Amer-
icans to buy these govern-
ment-fueled concoctions.

The Biden bills were a su-
percharged version of Barack
Obama’s 2009 stimulus, which
produced Solyndra’s federal
loan guarantees and other
green embarrassments. Yet

Washington is adept at repeat-
ing mistakes. The feds did this
time largely off-load responsi-
bility to the state and local au-
thorities or industrial players
that apply for grants and pass
the money on from there. But
the message was still the
same: A honey pot of hun-
dreds of billions sits waiting
to be taken. Cue the clean-tech
scramble.

While the main reason SVB
failed was its decision to buy
bonds at the top of the mar-
ket (it got hit when it had to
sell), it had also in the past
few years further stretched
itself by sizably increasing its
loans and lines of credit to
subprime firms. How much of
that would have happened if
not for the Biden pot of gold
at the end of the green-tech
rainbow? A Washington Post
story acknowledged that
SVB’s weekend collapse ini-
tially meant that “many ma-
jor clean tech companies
faced insolvency.” It even ac-
cidentally admitted Washing-
ton’s role when it noted that
many investors were none-
theless hopeful “the infusion
of hundreds of billions of dol-
lars in public money” from
Washington legislation would
“blunt the fallout from the
bank collapse.”

The politics doesn’t end

there. Even a junior banking
regulator should have picked
up on SVB’s distress, but
that’s apparently a grade
above San Francisco Federal
Reserve President Mary Daly.
She and her team have spent
more time of late focused on
hypothetical climate risk than
the real risk of bank failures.
What woke overseer wants to
clamp down on the darling of
clean-tech banking?

And as for that “infusion” of
government dollars, it turns
out investors don’t have to
wait for grant bucks. SVB had
relatively few depositors, but
most exceeded the federal de-
posit-insurance limit of
$250,000. Had this been a re-
gional bank in Texas specializ-
ing in oil and natural-gas ven-
tures, those depositors would
surely be out of luck. But the
Biden administration immedi-
ately swooped in with an SVB
bailout, promising to make all
those clean-tech companies
whole. Subsidy money, a regu-
latory blind eye, and bailout
bucks—talk about a favored in-
dustry. This, while most every
other company in the country
faces a bevy of hostile Biden
regulators and lawsuits.

Some Republicans are
blaming the SVB meltdown on
distraction—claiming the bank
was overly focused on turbo-
funding climate and social-en-
gineering causes. That’s a bit
too convenient. SVB and its
clients were doing exactly
what Washington invited them
to do—chase the money. And
one big lesson is that no good
ever comes from D.C. attempts
to micromanage markets.

Write to kim@wsj.com.

One entrepreneur says
the bank was offering
‘basically subprime
business loans.’

POTOMAC
WATCH
By Kimberley
A. Strassel

Institutional
Catholicism
in Germany
has for the
past three
years been

treading der Synodale Weg,
the “Synodal Way”: a self-con-
stituted, radical form of church
legislative assembly that, while
including the German bishops,
was composed primarily of lay
Catholics. That pathway
reached its terminus on March
10, when the Synodal Way ap-
proved a series of resolutions
that would fundamentally alter
the structure of authority in
the German church by circum-
scribing the bishops’ governing
power. At the same time, the
Synodal Way decided by over-
whelming majorities—includ-
ing a majority of bishops—to
rewrite the Catholic Church’s
sexual ethic and sacramental
practice by authorizing the
formal, liturgical blessing of
same-sex unions and calling
for women to be admitted to
holy orders.

All of which brought to
mind Pope Francis’ remark to
Bishop George Bätzing, presi-
dent of the German Bishops’
Conference, in June 2022: Ger-
many already has a Protestant
church, the pope observed,
and “we don’t need two.”

As the Synodal Way, which
some in Rome call the “Sui-
cidal Way,” drew the attention
of Catholics world-wide, many
said that German Catholicism
was heading into “schism”—
an institutional rupture with
Rome. That isn’t quite right.
Schisms typically are caused
by issues of church order.

Apostasy in Germany’s Catholic Church
Thus the Catholic Church be-
lieves the Orthodox churches
of the Christian East are
“schismatic” because they
don’t accept the pope’s pri-
macy and universal authority.
What is unfolding in Germany
is different—akin to the 16th-
century Lutheran Reforma-
tion: apostasy.

To be an apostate is to
deny the truth of what the
New Testament author of the
Letter of Jude called “the
faith which was once for all
delivered to the saints.” As
the Second Vatican Council
taught, that faith is defined
by Scripture and tradition as
authoritatively interpreted by
the teaching authority of the
church—the pope, the pope
and the world episcopate in
an ecumenical council, or the
constant teaching of the
church over time. The Code of
Canon Law makes it clear that
settled matters of Catholic
faith and moral practice are
to be believed and lived; if
not, those in apostasy become
excommunicate.

That would seem to de-
scribe the church of the Syn-
odal Way.

It is unlikely that the highly
bureaucratized institutional
German Catholicism that dom-
inated the Synodal Way repre-
sents the orthodox, Mass-at-
tending Catholics of the
country. Indeed, the vast Ger-
man Catholic bureaucracy,
which employs hundreds of
thousands of people thanks to
the financial resources pro-
vided by the German Kirchens-
teuer (the “church tax” that
dates to the 19th century), has

long been a hotbed of “Catho-
lic Lite”: a Catholicism that re-
sembles liberal Protestantism
in being a pale ecclesiastical
simulacrum of the current
zeitgeist. This project has now
taken a new twist, as leaders
of the Synodal Way have in-
sisted that what they regard
as reforms constitute an es-
sential response to the Ger-
man church’s crisis of clerical
sexual abuse. Never mind that

institutional German Catholi-
cism had been pushing these
“reforms” long before the
abuse crisis emerged into the
public sphere.

The basic issue in all this:
Is divine revelation real and
binding over time? In other
words, does biblical anthro-
pology teach us basic and ir-
reformable truths about the
human condition, which Vati-
can II robustly affirmed? Or,
as many involved in the Syn-
odal Way contend, do 21st-
century gender ideology and
the LGBTQ insurgency correct
the mistakes made by the Bi-
ble and the teaching author-
ity of the church over two
millennia?

Even simpler: Do we know
better than God what makes
for human flourishing, human
happiness and, ultimately, be-
atitude? German Catholic

theologians, rarely known for
their self-effacement, have
been suggesting for decades
the answer is yes. That an-
swer, which is surely apostasy,
has now been affirmed by a
great majority of the German
bishops.

The crisis the German
church is provoking in Catholi-
cism isn’t only doctrinal and
theological—it’s practical and
will likely have dramatic con-
sequences. Thanks to the
church tax, the German
Church is immensely wealthy.
To its credit, it has put great
amounts of that wealth to
work in supporting young
churches in the Third World.
Sub-Saharan Africa is Catholi-
cism’s greatest growth area,
due in part to institutional
German Catholic philanthropy.
Yet the African church has no
interest whatever in the woke
cultural and sexual agenda of
the Synodal Way.

So when that agenda helps
define the next papal con-
clave and the world Synod of
Bishops that will meet in
Rome in October, expect
drama and irony, as bishops
from Catholicism’s most vi-
brant young churches chal-
lenge the representatives of
the country whose philan-
thropy helped raise up new
Catholic leaders who see no
point in emulating moribund
liberal Protestantism.

Mr. Weigel is a distin-
guished senior fellow of the
Ethics and Public Policy Center
and author, most recently, of
“To Sanctify the World: The
Vital Legacy of Vatican II.”

The Synodal Way’s
sexual revolution is a
break with the faith,
not only with Rome.

HOUSES OF
WORSHIP
By George
Weigel
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