Loans as a % of Total Capital
Loan Sector 2006Y 2007Y 2008Y 2009Y 2010Y 2011Y 2012y 2013Y 2014y 2015Y 2016Y 2017y 2018Q2

Construction & Land[ " 459%  112%  107%  104%  64% 58% 21% 43% 60% 35% 43% 50% 58%

Farm Land 30% 26% 32% 30% 35% 44% 35% 35% 29%

Agriculture Production

1-4 Family Closed-end 1st
1-4 Family Closed-end 2nd
1-4 Family Revolving HE-Line
Multifamily

CRE Owner Occupied
CRE Non-owner Occupied
Commercial & Industrial
Consumer

Leases

State & Political

Total Loans

2% 79% 32% 27% 24% 22%

20% 27% 42% 76%
33%
69%
80%

35% 43%

19%

26%

Loss Rate as a % of Loan Category

Loan Sector 2006Y  2007Y  2008Y  2009Y 2010 2011y  2012Y  2013Y  2014Y  2015Y  2016Y  2017Y  2018Q2
Construction & Land 0.07% 0.95% 0.74% -0.06%  -0.01%  -0.08% 1.86% 0.21% 0.00%
FarmLand  0.00%  0.00%  0.00%  0.00% -0.01%  -0.09%  -0.09%  093% -0.02%  0.00%  0.00%  0.00%
Agriculture Production  0.00%  0.00% 0.00% 0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%
1-4 Family Closed-end st 0.10%  0.19% 0.91% 1.10%  1.32%  0.25%  0.31%  0.98%  0.10%  0.88%
1-4 Family Closed-end 2nd -0.12% 0.00% 0.00%

1-4 Family Revolving HE-Line  1.06%  1.54%  0.00%  0.00%  1.51% 1.08%  0.92%  0.10%  1.92%  1.46%
Multifamily ~ 0.00%  0.00%  1.49% -0.01%  1.54%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%
CRE Owner Occupied|  0.00%  0.00%  0.00%  0.00% 0.07% -0.12% 1.06%  0.90% -0.22% -1.04% -0.43% -0.22%
CRE Non-owner Occupied  0.00%  0.00%  0.00%  0.00%  0.73%  1.41%  0.25%  0.73%  0.09% -0.02% -0.25%  0.00%  0.00%
Commercial & Industrial -0.25% 0.43%  -0.11% 0.80%  -0.09% 0.47%
Consumer 2.17% 1.07% 2.21% -3.98% 10.65%  -0.22%  -0.14%
Leases  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%
State & Political 0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%  0.00%
Total Loans 160%  173%  0.35%  056%  034%  0.13%  0.63%  0.10%  0.08%

0.00%
1.63%

1.56%

1.09% 1.17%




WHAT GOES IN TO PRICING A LOAN!

U/W, Admin,

Servicing Cost
Credit Risk

Funding: *

Deposits vs
Wholesale

Profit Margin

RISk Free
Rate

\ g

va

Liquidity Risk

Capital Charge

’ { Option Risk




Tier 1 Capital 216,610
Tier-1 Leverage Ratio (%) 9.21

Total Risk Based Capital 235,099
Total Risk-Based Capital Ratio (%) 12.20
Municipals (% of Total RBC) 69%

What's the Range of Leverage Ratios?

90th Percentile is 16.46%
10t Percentile is 8.60%
Range of 7.86%

Source: S&P Global Market Intelligence,
Data for all Banks Nationally <$15B as of 6/30/24

Tier 1 Capital 216,610
Tier-1 Leverage Ratio (%) 9.21
Total Risk Based Capital 235,099
Total Risk-Based Capital Ratio (%) 12.20
Municipals (% of Total RBC) 69%




PREPARE FOR THE FUTURE CAPITAL STRESS TEST

= How would your institution react if...
— Loan concentrations in high risk sectors exceed guidelines
— Asset quality deteriorates to historically stressful levels
— Charge-offs increase
— Dividends become restricted
— Retained earnings fall (or become negative!)
— Capital levels decline, leading to regulatory criticism

= What tools do you have at your institution?
— Quantify and discuss capital adequacy
— Growth Stress Testing
— Credit Stress Testing
— Comparison versus a historically stressful period (and higher)
— Measuring the impact of credit loss on capital
— Scenario Analysis - mild and major recession




BALANCE SHEET MANAGEMENT - LIQUIDITY




LIABILITY MIX U.S. <15B
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LIABILITY MIX PENNSYLVANIA <15B
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NON-CORE FUNDS US <15B

10%

9%

u o N ®
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0%

Source: S&P Global Market Intelligence, Federal Reserve
Data for all banks Nationally <$15B as of 6/30/24




Liquidity and Funding

Pledged Securities (% of Portfolio)
iquidity Ratio

What's the Range of Liquidity Ratios?

10t Percentile is 9.2%
90th Percentile is 46.5%
Range of 37.3%

Source: S&P Global Market Intelligence,
Data for all Banks Nationally <$15B as of 3/31/24

MMMty G Gy

Asset Size (S000) 2,364,541 Pledged Securities (% of Portfolio) 48%
Net Loans ($000) 1,901,566 Liquidity Ratio 9%
Security Portfolio (5000) 238,943 FHLB Advances and Brokered CDs (5000) 863,341
Cash and FFS ($000) 63,459 9 Cost of Funds (% of Average Liabilities) 2.84%




PREPARE FOR THE FUTURE LIQUIDITY STRESS TEST

* How would your institution react if...
— FHLB Capacity was significantly reduced
- Wholesale Deposit lines were shut off
— Deposit run-off exceeded historical norms
— The institution became subject to deposit rate caps

= What tools do you have at your institution?
— Quantify and monitor liquidity position
— Contingency Funding Plan: How would you cure a
shortfall?
— Early Warning Indicators
— Prevent liquidity crisis before being subject to
restrictions




BALANCE SHEET MANAGEMENT - INTEREST RATE RISK

Static/Dynamic Modeli \
* Non-Parallel Shock/Ramp
* Impact on Asset Quality
* Assumption Development

Assumption Stress Testing

O *  What-If Simulations
\ /




FUNDING BETAS US <15B
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Source: S&P Global Market Intelligence,
Data for all banks Nationally <$15B as of 6/30/24
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PREPARE FOR THE FUTURE INTEREST RATE RISK STRESS TEST

Source: Stifel Analytics
Interest Rate Risk Model




MONITOR THE PRESENT

10%

5%

15.00%
10.00%

5.00%

Net .
Interest
Income o Jtiee RN
Year 1 0% /a‘/ el
-15% o"’ \\‘v\
- -
20% r”’ e
25%
-400 -300 200 -100 Base +100 +200 +300 +400
= NIl Chg (Current) === NI| Chg (Prior) = @ = NIl Policy
-400 -300 -200 -100 Base +100 +200 +300 +400
NIl (Current) 21,759 21,852 21,969 22,363 S 23,219 23,307 22,815 22,402 21,108
NIl (Prior) 22,208 22,302 22,384 22,529 S 23,245 23,994 24,223 24,344 23,618
NIl Chg (Current) -6.29% -5.89% -5.38% -3.69% 0.38% -1.74% -3.52% -9.09%
NIl 1 YR Policy -20.00% -15.00% -10.00% -5.00% -5.00% -10.00% -15.00% -20.00%
NIl Chg (Prior) -4.46% -4.06% -3.71% -3.08% 3.22% 4.21% 4.73% 1.60%
25%
20%
15%
Net 10%
Interest 5%
Income 0%
Year 2 o
-10% _-® -.
-15% _,a"—— ~~‘~¢.,
-20% .._____-o’"’ ~‘w~_____.
-25%
-400 -300 200 -100 Base +100 +200 +300 +400
=== NIl Chg (Current) ===t NII Chg (Prior) = &= NIl Policy
-400 -300 -200 -100 Base +100 +200 +300 +400
NIl (Current) 19,707 19,472 19,608 21,712 S 23,512 24,708 25,061 25,606 25,028
NIl (Prior) 20,496 20,604 20,702 20,801 S 23,248 25,194 26,457 27,644 27,750
NII Chg (Current) -16.18% -17.18% -16.60% -7.65% 5.09% 6.59% 8.91% 6.45%
NIl 2 YR Policy -22.00% -20.00% -15.00% -10.00% -10.00% -15.00% -20.00% -22.00%
NIl Chg (Prior) -11.84% -11.37% -10.95% -10.53% 8.37% 13.80% 18.91% 19.36%

Economic
0.00%
Value 5.00%
of Equity -10.00% o [N
-15.00% 7 So
/’ \\
-20.00% - .
-25.00% ‘,4"‘ SSeeo
-30.00% e S~
-35.00%
-400 -300 -200 -100 Base +100 +200 +300 +400
[ EVE Risk (Current) [ EVE Risk (Prior) = & = EVE Policy
-400 -300 -200 -100 Base +100 +200 +300 +400
EVE (Current) 104,384 99,883 97,561 121,668 |$ 137,463 | 144,001 144,675 147,292 141,592
EVE (Prior) 97,505 97,771 97,966 118,298 |$ 138,912 | 145,851 148,351 151,267 147,019
EVE Risk (Current) | -24.06% -27.34% -29.03% -11.49% 4.76% 5.25% 7.15% 3.00%
EVE Policy -30.00% -25.00% -20.00% -10.00% -10.00% -20.00% -25.00% -30.00%
EVE Risk (Prior) -29.81% -29.62% -29.48% -14.84% 5.00% 6.80% 8.89% 5.84%
9.00
8.00
7.00
Asset/
6.00
Liability S0
Duration 100
3.00
2.00
1.00
0.00
-400 -300 -200 -100 Base +100 +200 +300 +400
M Asset Duration H Liability Duration
-400 -300 -200 -100 Base +100 +200 +300 +400
Asset Duration 2.82 2.80 2.67 3.02 3.66 3.68 3.49 3.32 3.18
Liability Duration 8.20 7.85 7.21 6.45 6.24 5.22 4.60 3.83 3.52

Source: Taylor Advisors Interest Rate Risk Monitor




YIELD CURVES DON'T MOVE IN A PARALLEL FASION




BALANCE SHEET MANAGEMENT — INVESTMENTS
)

( Liquidity Risk

*  Price Risk

* Credit Risk

* Impairment

* Risk Adjusted Returns
e ALM Considerations

\_ /




STUDY THE PAST
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MONITOR THE PRESENT  INVESTMENT YIELD STATISTICS

4.5
4.0
3.5
3.0
2.5
2.0
1.5
1.0
0.5

0.0
10th Percentile Median 90th Percentile

m<$1B m$1B-$15B

Source: S&P Global Market Intelligence,
Data for all Banks Nationally <$15B as of 6/30/24




MONITOR THE PRESENT  INVESTMENT YIELD STATISTICS

5.0
4.5
4.0
3.5
3.0
2.5
2.0
1.5
1.0
0.5

0.0
10th Percentile Median 90th Percentile

m<$1B m$1B-$15B

Source: S&P Global Market Intelligence,
Data for all PA Banks <$15B as of 6/30/24




PREPARE FOR THE FUTURE
INVESTMENT MANAGEMENT BEST PRACTICES

e

Strategy Investment Mix Security Selection Trade Execution
* Independent expert » Diversification * Market knowledge * Poor trade
advice on portfolio among investment and expertise helps execution can impact
strategies with sectors, risk/reward & optimal security investment returns
regular review relative value analysis selection  Fiduciary vs. Broker
* Whole-Institution « Expanded range of » Monitor policy
perspective approach permissible compliance with
to portfolio investment products security purchases

positioning




TAYLOR ADVISORS EBRIEF — ASSESSING YOUR
INVESTMENT PROCESS

Assessing Your Investment Process and Portfolio
Performance: Broker vs. Advisor Approach

10/28/2020 | 8 MIN READ

Investment portfolios and overnight cash positions have grown significantly at many
Sfinancial institutions due to a recent surge in deposits and slower portfolio loan

demand. With record low interest rates, carrving excess cash on the balance sheet has been
costly. These factors are forcing executive reams to re-focus on the nvesrment

portfolio to help relieve net interest margin pressurve from declining earning asset yields.

In general, financial institutions have two options for managing the investment portfolio. e
will refer to these as the Broker and the Advisor approach.

The Broker Approach

An institution s financial executive (CFO, President, Portfolic Manager, etc.) has

the option of working directly with a variety of brokers/brokerage firms to make investments
Jor the portfolio. Usually, brokers will present different products for consideration aoften
via ..

Read Full Article

If you are considering a change from a broker approach to an advisor
approach or switching advisors, below we discuss seven benefits
and/or best practices of working with an investment advisor to
improve portfolio and balance sheet performance:

1. Investment Management from a Whole Balance Sheet Perspective
2. Accountability & Transparency

3. Strategy and Relative Value Analysis

4. Exclusive Product Access

5. Staying in Control

6. Reducing Transaction Costs and Improving Execution

7. Redirected Productivity




POOR TRADE EXECUTION: LOWER LIQUIDITY

[88739FDC Muni | Disclaimer | Export | Settings | Trade History ' :
Issuer TIPPECANOE VLY AKRON IMN SCH BL Tra nsa Ctl O n Deta I |S
Series CUSIP B878SFDCO

Coupon 5.000 Maturity 07/15/37 Issued 02/24/22 State  IN

88789FDC I
Time 53{-9 Type Vol(M) Price Yield Spd(¥T..| Spd(YT.. Spd(Con.. 1 29°653 Cllent PX
101 12:23(Sale to Cust 1,000 129.6 1.850 38 107 28
11:57 Sl to Customer 1,235 1.850 38 107 - 128.020 BrOker PX

Sale to Customer

l[l3 11:00|Inter-Dealer 2,235 |128.020 2.000 53 118 43 .
| = 1.633 High Mark-Up

X 1,235,000 PAR
$20,168 Broker Commission

X 10 million PAR
$163,300 Broker Commission

Australis 61 2 9777 G600 Brezil 5511 2395 9000 Europe 44 20 7330 7500 Germend 43 639 9204 1210 Hona Kong 8§52 2977 &000
Japan S1 3 4565 $900 Sinaspore 6% 6212 1000 U.3. 1 212 315 2000 Copuright 2022 Eloombera Finance L.F.
SH 450542 EDT  GMT—4:00 HA03—620-165 20—0cCt-2022 153:30:26




Bank Purchase (BQ) HUB | Taylor Advisors Purchase
Trade Date 4/27/2022 (BQ)
Union Schools, IN Difference Trade Date 4/27/2022
YTW = 2.85% YTW =50 bps Lakeland Schools, IN

TEY = 4.05% mmm)p TEY = 71 bps -\_(rz\\/{v = 5736500//0
= 4. (1}
[511786BN Muni

LAKELAND TN SCH BLDG CORP 04
CUSIP 511786BN4
‘ Maturity]07/15/2031

[20621PJZ Muni

UNION CNTY IN SCH BLDG CORP

CUSIP 90621P1Z8
1] Dated 05/17/2022 State IN

1f Dated 05/19/2022 State IN

Tlcker S_KS_SCD Cpi

12 Addtl Info Issue Type  REVENUE BONDS Lst Settle Dt 05/17/2022 17— Issue Type  REVENUE BONDS ist Settle Dt 05/19/2022
19 nvolved parties  ULE Borrower  Union County-College Corn...| [Next Settle Dt 04/12/2023 1 Involved Parties Ult Borrower  Lakeland School Corp Next Settle Dt 04/12/2023

14 Adj Cpn Info Maturity Type ~ NON-CALLABLE Int Accrual Dt 05/17/2022 19 g Cpn Info Maturity Type  NON-CALLABLE Int Accrual Dt 05/19/2022

15 Credit Enhance Ext Redemption NONE 1st Coupon Dt 07/15/2023 15 Credit Enhance Ext Redemption NDNE 1st Coupon Dt 07/15/2023

16) Credit Ratings Coupon XED 4,000 Sale Date 04/26/2022 16) Credit Ratings Coupon 4.000 Week of Sale 04/25/2022

I Calshed 887 pre/Vld @ Iss Piece/Inc/Par 5,000/5,000/5,000 1) CallSched @ERP prc/yld @ Iss Piece/Inc/Par 5,000,/5,000/5,000
oS Coupon Freq 1T -ANNOA BVAL AAA Spd..39 1) Put Schedule Coupon Freq - BVAL AAA Spd.. 72

%l Sink & Est Sink . 19 sink & Est Sink . .

20 Refunding Info Tax Provision  FED BQ/ST TAX-EXEMPT ) Refunding Info Tax Provision FED BQ/ST TAX-EXEMPT

DES Notes

) DES Notes

ITOH  MSRB Trade S&P(Stl’ld) MSRE Trade S&P(Stﬂd}
30 CACS  Material Evt Underlyin 1) CACS Material Evt Underlyi
3 CF Filings ying 39 CF Filings naeriymng
4 CN Sec MNews M CN Sec MNews
35 HDS  Holders 39 HDS  Holders
fi) Send Bond fit) Send Bond

Auciralia §1 3 8777 #500 Brazil S511 950% Q00 Eurcpe §F 20 730 [900_Germeny 49 58 5304 1210 Wono Kong 53 3977 G000 Fusiraliz €1 3§77y S50 BLazil S511 3535 000 Efrope §3 30 7E30 7800 Garmeny 93 59 9303 1210 Wona Fong S92 2077 coOd

Tapan &1 3 4555 5300 Singapore 65 £212 1000 1 212 316 2000 Copyright 2023 Eloomberg Finance L.F. Tapan 51 3 4565 5300 Singapore 65 6213 1000 1212 315 2000 Copuright 2023 Bloombera Finance L.

N 450553 EBT | GMT4 00 H464 42172 10-APr-2023 12:22:00 SN 480543 EBT & GMT—4:00 H464 42173 10-Fpr-2023 12:21:35

Secondary Purchase @ 2.85% YTW Bought at New Issue 24




WHAT IS YOUR INSTITUTION’S
PORTFOLIO YIELD?

INVESTMENT MIX?




INVESTMENT MIX PENNSYLVANIA <15B




Cost of Funds and TEFRA Disallowance

TEFRA Adjusted TEY =

Yield — (Cost of Funds X TEFRA Disallowance Factor X Federal Tax Rate)

(1 — Federal Tax Rate)

Cost of Funds

Book Value

Federal Tax Rate
TEFRA Cost (bps)

=
2L
=
©
S
o
i~
=
(3]
an)]

Book Value

Federal Tax Rate
TEFRA Cost (bps)

General Market

TEFRA Disallowance Factor

TEFRA Cost (Dollars)
TEY TEFRA Cost (bps)
TEY TEFRA Cost (Dollars)

TEFRA Disallowance Factor

TEFRA Cost (Dollars)
TEY TEFRA Cost (bps)
TEY TEFRA Cost (Dollars)

N

Current

$7,123,436
20%
21%
9.2
$6,582
7

$8,332

$31,254,419
100%
21%
46.2
$144,395
58.5
$182,779

$7,123,436
20%
21%
10.3
$7,330
13.0
$9,279

$31,254,419
100%
21%
51.5
$160,804
65.1
$203,549

+50bps

2.70%

$7,123,436
20%
21%
11.3
$8,078
14.4
$10,225

$31,254,419
100%
21%
56.7
$177,213
71.8
$224,320

$7,123,436
20%
21%
12.4
$8,826
15.7
$11,172

$31,254,419
100%
21%
62.0
$193,621
78.4
$245,090

+100bps

$7,123,436
20%
21%
13.4
$9,574

$31,254,419
100%
21%
67.2
$210,030
85.1
$265,860

27




ASSET MIX PENNSYLVANIA <15B
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Source: S&P Global Market Intelligence,
Data for all Pennsylvania banks <$15B as of 6/30/24
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OBJECTIVES AND STRATEGIES

Interest
Rate
Risk

& Funding
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ONE YEAR NIM DOLLAR IMPACT

Earning Asset
Size
(in $000)

100,000

250,000

500,000
1,000,000
5,000,000
10,000,000

Net Interest Income Change in thousands of dollars
(due to Yield change In basis points)

5
50
125
250
500
2,500
5,000

10 15
100 150
250 375
500 750

1,000 1,500
5,000 | 7,500

20 25 30
200 250 300
500 625 750

1,000 1,250 1,500
2,000 2,500 3,000
10,000 12,500 15,000

10,000 15,000 20,000 25,000 30,000




Sheet1

		Earning Asset Size		Net Interest Income Change in thousands of dollars              (due to Yield change in basis points)

		(in $000)		5		10		15		20		25		30

		100,000		50		100		150		200		250		300

		250,000		125		250		375		500		625		750

		500,000		250		500		750		1,000		1,250		1,500

		1,000,000		500		1,000		1,500		2,000		2,500		3,000

		5,000,000		2,500		5,000		7,500		10,000		12,500		15,000

		10,000,000		5,000		10,000		15,000		20,000		25,000		30,000
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BARRON'S Magazine
Top 10 Institutional Consultants of 2024

Will Craycraft, CFA, CPA
Senior Consultant

E-mail:  Will.Craycraft@hubinternational.com
Phone: 502 814-5606
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