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How Is the Bond Market Doing in 20247
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Community Bank Rate Risk Profiles

Earnings at Risk (EAR) -100 bps Earnings at Risk (EAR) +100 bps
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Source: SABER and Risk Manager IRR Model Median, OCC
Note 1: Assumes an immediate and parallel shift in the yield curve using a static balance sheet.
Note 2: Current Quarter = SABER and Risk Manager Banks; Prior Quarter = Risk Manager Level Il Banks
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Community Bank Rate Risk Profiles
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Source: SABER and Risk Manager IRR Model Median, OCC
Note 1: Assumes an immediate and parallel shift in the yield curve using a static balance sheet.
Note 2: Current Quarter = SABER and Risk Manager Banks; Prior Quarter = Risk Manager Level |l Banks
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Deposit Shuffle Continues

I MIB Deposits I Other |1B Deposits Time Deposits Brokered Deposits ] -Year Growth Rate

$20 25%

$18
20%

$16

15%

$14

12
> 10%

$10
5%

S8

6 0%
S4
-5%
S2

S0
2014Q1 2015Q1 2016Q1 2017Q1 2018Q1 2019Q1 2020Q1 2021Q1 2022Q1 2023Q1 2024Q1

Source: FDIC (All Insured Institutions — Domestic Deposits



@ Sccurites STIFEL P 6

Interest Expense > Noninterest Expense

Quarterly Expense for All Banks
Source: https://www.fdic.gov/system/files/2024-08/quarterly-income.xlIsx
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NIM’s Still a Challenge...

Net Interest Margin

Percent =Community Banks (3.23) ===Industry (3.17)
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.Although Earnings Are Decent

Quarterly Net Income
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Summary of Economic Projections

Table 1. Economic projections of Federal Reserve Board members and Federal Reserve Bank presidents,
under their individual assumptions of projected appropriate monetary policy, September 2024

Percent
Median! Central Tendency? Range?
Variable
2024 | 2025 (2026 | 2027 | Longer 2024 2025 2026 2027 Longer 2024 2025 2026 2027 Longer
run run run
Change in real GDP 2.0 20 20 20 : 1.8 9-21 1.8-2.2 1.9-2.3 1.8-2.1 : 1.7-2.0 1.8-2.6 1.3-2.5 1.7-2.5 1.7-2.5 : 1.7-2.5
June projection 2.1 20 20 . 1.8 9-2.3 1.8-2.2 1.8-2.1 : 1.7-2.0 1.4-2.7 1.5-2.5 1.7-2.5 : 1.6-2.5
Unemployment rate 4.4 44 4.3 4.2 : 4.2 4.3-4.4 4.2-4.5 4.0-4.4 4.0-4.4 : 3.9-4.3 4.2-4.5 4.2-4.7 3.9-4.5 3.8-4.5 : 3.5-4.5
June projection 40 42 4.1 ' 42 | 4041  3.9-4.2 3.9-4.3 ' 3943 | 3.844 3.8 43 3843 ' 3.5-4.5
PCE inflation 2.3 21 20 20 : 2.0 22-24 21-2.2 2.0 2.0 : 2.0 2127 21-24 2.0-2.2 2.0-21 : 2.0
June projection 26 23 20 . 2.0 2.5-2.9 2224 2.0-2.1 L 2.0 2.5-3.0 22-25 2023 . 2.0
1 | |
Core PCE inflation? 2.6 22 20 20 : D.6-2.7 2.1-2.3 2.0 2.0 : 2.4-2.9 2.1-2.5 2.0-2.2 2.0-2.2 :
June projection 2.8 23 20 i P.5-3.0 2324 2.0-21 [ 2.7-3.2 2.2-2.6 2.0-2.3 |
- | |
Memo: Projected ! : :
appropriate policy path 1 | !
r | |
Federal funds rate 4.4 3.4 29 29 : 2.9 1.4-4.6 3.1-3.6 2.6-3.6 2.6-3.6 : 2.5-3.5 4.1-4.9 2941 2.4-3.9 2.4-3.9 : 2.4-3.8
June projection 5.1 4.1 3.1 : 2.8 1.9-5.4 3.9-44 29-3.6 : 2.5-3.5 4.9-54 29-54 2.4-4.9 : 2.4-3.8

Source: Federal Reserve
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-FOMC Meeting September 18

D Ot PI Ot FOMC Summary of Economic Projections - Fed Funds Target Rate by Year-End

Sources: Federal Reserve SEF, Stifel
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Median 5.13 4.38 4.13 3.38 3.13 2.88 N/A 2.88 2.75 2.88
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-FOMC Meeting September 18

Fed Funds Rate and FOMC Median PI'OIECtiOI‘IS (by Meeting) Sources: Federal Reserve SEPs, Bloomberg, Stifel
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Housing Sales Pace May Pick Up

Mortgage Rates | Available and Qutstanding (%) Existing and Pending (Calc.) Home Sales
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Sources: MBA, Federal Reserve, Stifel Sources: National Association of Realtors, Stifel
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Quantitative Tightening Continues

Balance Sheet is Down $1.8 Trillion in 2 Years
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Fed Still Owns a Lot of MBS Paper

Fed Ownership by Specific TBA Collateral Type
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Source: Stifel, KDS
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What Does a Bond Portfolio Look Like?

June 30, 2024

Number of Banks: 419 Average Portfolio: $197,.731.105 Median Portfolio: $70,657,044
Peroentof Mark: Vlue T el Yield
IS I S——
_--_----‘-- I
Treasunes 16.74% 4 6% 3.78% 10.92% §.85% 4 48% 2.30% 211% 1.30%% 2.84%
CDs 0.38% 0.38% 0.20M% 0.27% 0.31% 4 2T% 3. 20% 2.74% 2 B6% 3.28%
Agencies 4 85% b.42% B.95% 11.96% 1.75% 3.85% 24T 1.99% 1.55% 2.15%
MBS Froed 2046% X254% 303X% HAD% 2T735% 3.00% 2. 19% 2.15% 1.64% 2.2X3%
SBA Freed 1.23% 2.65% 2.04% 1.13% 1.74% 3.90% 3.02% J.01% 2.25% 301%
ARM 0.74% 3. 23% 1.05% 0.63% 1.38% 5.39% 4 42% 3.15% 2 49% 4 02%
SBA Floating Rate 4. 73% 2.54% 2.18% 0.56% 2. 28% 593% 5T 5.99% 5. 74% L.89%
Agency CMO 1981% 18.65%  29.99% 1557 %  20.91% 4 29% 3. 20% 2.54% 2.35% 2.99%
Prvate CMO 2.59% 2.95% 0.63% 0.88% 1.60% 4 71% 4 31% 3.15% 3.25% 4 17%
Azset-Backed, Other Amortizing 3.19% 0.72% 0.07% 0.24% 0.98"% B.33% 6.09% 5.771% 4 83% 6.18%
Municipals 16.74% 31.88% 2078% 2081% 253% 2 84% 3.08% 261% 2.51% 2. T8%
Corporates, Other Non-Amortzing 9.06% 4 % 2.01% 2. 64% 4 32% 4 60N 3.95% 4 05% 3.31% 4 16%
Total 100.00% 100.00% 100.00% 100.00% 100.00% 3.93% 3.15% 250% 1.99% 2.82%

Source: Stifel
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Yields Are High...As Are Unrealized Losses

Portfolio Yields vs. Gain/(Loss)

—TEY e Gain/Loss
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Good News: Portfolios Are Set To Recover

Bonds Can Appreciate a Lot If Rates Fall

|l e L =
Mkt Value | Bk Value % of BV mmmﬂmmmmmmm

Treasunes 8.2T% 75.28%  24.72% -1.48%  -2597% 441% 581
CDs [I 31 "‘.-a'- 0.28% Elﬂ 9?1 EI 1"3".&. -E 34‘}5- 80.57%  17.66% 4 5!}'}-'5- 3.El‘.il"ﬁ'3 1 5!]".&. D [I'I]'}E- 1.47% -280%  430% -5.E5%
Agencies 1.75% 7.08%  99.768 215%  -B30%  B255% 17.39% 8.33% 2. T9% 2.95% 0.00% -297%  -588%  -3.69% -11.35%
MBS Foeed 27.35% 28.10%  100.704 223% -1265%  B229% 17.71%  14.13% 9.65% 4.80% 0.00%  -489% -9.24% 13600 -17.74%
SBA Fixed 1.74% 1.74% 98511 3.01% -9.89%  90.57% 9.43% 12.85% 8.98% 4 68% 0.00% -447% -B89% -13.23% -17.53%
ARM 1.38% 1.31% 101.608 4.02%  -518%  9667% 333% 6.01% 4.32% 2.29% 0.00%  -257% -546%  -8.62%  -11.94%
SBA Floating Rate 2.28% 205% 105545 2.89%  -0.18%  99.00% 1.00% 1.51% 0.99% 0.49% 000%  -048% -054% -1.39% -1.84%
Agency CMO 2091% 21.18% 99.811 299% -11.39% 8782% 1218% 1235%% 8.33% 4. 20% 0.00% -423%  -B57%  -1297%  -17.25%
Private CMO 1.60% 1.54% 99342 417 -6.70% 92T76% 7.24%  10.58% 6. 84% 3.30% 000% -312% B08%  -3.88% -11.53%
Asset-Backed, Other Amortizing 0.98% 0.89% 95359 6.18% -1.15% 99.95% 0.05% 8.39% 2.05% 1.54% 0.00% -1.20% -202% -262% -3.07%
Municipals 22.533% 2288% 102.758 278% -1164% 6428% 35.72%  15.88%  11.29% 2.83% 0.00%  -6.37% -1255% -18.39% -23.70%
Corporates, Other Non-Amortizing 4.32% 419%  99.587 418%  -7.56%  91.24% 8.76% 4.32% 2 90% 1.46% 0.00% -1.47% -292% 434% 5T72%
Total 100.00% 100.00% 100.753 282% -1027T%  8014% 19.85% 11.92% 8.20% 414% 0.00% -4.22% -B37% -12.39% -16.18%

Source: Stifel
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Risk-Off Trades Pay Dividends, in 2024

Top Quartile vs. Bottom Quartile TEY
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Risk-Off Trades Pay Dividends, in 2024

Top Quartile vs. Bottom Quartile Duration
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Risk/Reward Matrix is Upside-Down

®SBA7(a) @5yr/lyrHybrid @20yrMBS @ 20yrMuni
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SBA 7(a) POO' SBA 530630 Mtge |  [EESESETLER Actions ~ Export = Settings

Us POOI 9.325(121)0 USIP 8316A0VY3
8/24 --P C B Iraits  STANDARD, Quarte... Coupx 325% Maturity 10/25/34
. 8/01/2024 54,147,766 |LTV/HLT\ /- Accrua 09/01-09/30
. 0/25/2024 54,147,766 |MAXL
= Floating Rate Pool e 10 |WA
. ] ‘ £ Loan: 164 PRIME+R? SBI Mths | esel 2
= 0% risk weighted a ) Price-to-Yield Current PRIME 8.50000
= 10-year final [ 09/18/2024] 09/18/2024] 09/18/2024] 09/18/2024] 09/18/2024] 09/18/2024] 09/18/2024
Honzon Controls
= Coupon: Prime + 82.5 bps
= Caps: NONE
. Prem”_Jm lprlce of 109.875: Needs Price [ 109-28]  6.5479 6.3839 6.2137 6.0373 5.8545 5.6654
attention!

= Yield until reset: ~6.04%

4!

Source: Bloomberg, Stifel
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SBA Bid Grid

Secondary Market
= Secondary Market Premium Indications

= /5% guaranteed portions

September 3, 2024

o ADJUSTABLE RATE MARKET INDICATIONS*
= 1% servicing fee mandated by

SBA GROSS RATE 7 YR 10 YR 20 YR 25 YR
= Gain on sale recognized on sale P+75 100.875 103.550 103.550 106.400
date P+1.00 101.250 104.300 104.300 107.300
P+1.25 101.375 105.050 105.050 108.200

P+1.50 101.875 105.800 105.800 109.100

P+1.75 102.375 106.550 106.550 110.000

P+2.00 102.875 107.300 107.300 110.900

P+2.25 103.375 108.050 108.050 111.800

P+2 50 103.875 108.800 108.800 112.700

P+2.75 104.375 109.550 109.550 113.600

P+3.00 104 875 110.300 110.300 114 500

Source: Holtmeyer & Monson
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TIFEL ARM Analysis
LY
G N I\/l A I\/l BS Friday, September 6, 2024
GNMA S/1 ARM Pool MA9917
Hybrid ARM Orignal Amount 5153964 Cap Structure 1/1/5 Cusip 161504452
. . Current Face 5153964 Next Reset Cap L.o0%e Fouol Size 5,153,964
o -
= 0% risk weighted R Dolar Price 10014 WFloor/LifeCap  130% / 9.50% |Factor 1000000
%8 Settlement D 09/25/2024 WAC 4.886% Stated Final 9/20/2054
= 4.50% coupon for 60 months oy : ross fed Hima
E E Coupon 4.500% AM 360 mths
Margin +150 bps Index Value 4.11%
= Caps: 1% annual / 5% life 61/ 10/1/2019 QReset Frequency Annually
) Loan Orig 2024  100.0% | Loan Count 10 Historical  lmeo
= Low premium of ~100-14 AZ 16% Current Avg Loan Size 315,396 CPRs 3mo
] _ CO 10% Orig. WA Credit Score Not Applicable fmo
= Yield until reset: ~4.32% TN 10% Orig. WALTV Not Applicable 12mo
Issue Date 0/1/2024 Life
Scenario Analysis
] Speed Assumptions (CPR) 8 10 12 15 20 25 3%
1012028 100.0% 4.50% i 4.98%  491%  4.85% 4.76% 461%  450% 431%
8.8y T6y 66y Sdy  4ly 3y 1.
BEEL 22 20 A4 E il 29 10
I:’i.m to Reset (CPB) 435%  434% 433% 4321% 429% 426% 418%
AL 4.0y 38y 36y 34y 3y 16y 20y
I -Spread +7%e +7T8c +T6le  +T4le  +=The +63c +47

Source: Stifel
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FNMA MBS

= 20-year Pass-Through

E

20% risk weighted

5.00% coupon

Borrowers’ rate: 5.903%
Moderate premium: ~101.80
Yield to maturity: ~4.41%
Average life: ~3.9 yrs

Source: Stifel

FN MA4961
Offer Amount (Current): $3,140,248 |[§suer Fannie Mae WAC 5.903%
. usiP 31418EQP8 Maturity 3/1/2043
Offer Price: 101.796875 vpe MBS 20yr Loan Count 22
Settlement Date: 9/16/2024 L 5000% e 214
llateral Type FNCT WALA (Mo.) 19
5.0% Coupon FNCT Collateral ctor 0.82177999 Credit Score 760
. riginal Face $3,821,276 LTV 67%
4.41% Yield urrent Face $3,140,248 WAOLS $355,185
E_BZvr WAL rig Deal Amount $92,858,413 Max Loan Size $726,000
op Servicer LESS THAN 1% PO % 18.2%
101797 ; .
Rate Scenario -300 -200 -1 (1] 1y 200 300
BAM -300 -200 - 10 1] 10 200 300
Yield 3 6EM 31.B0% 4.05% 4.41% 4 _5B%% 4.65% 4.69%
WAL 1.75 1.93 245 3.92 548 BT 7.48
TSpread [T} £ %] g7 113 115 T1%
Mod Duration 158 1.73 £.15 3.30 447 53.31 5.79
(v life gor equiv 42 F 3493 31.4 182 11.5 P &7
o T R
P5A 9T &03 320 236 154 117 100
Yield 3136% 3 bR%: 4. 14% 4.53% 4 62% 4 66% 4 6B
WAL 133 1.67 Z.62 4.93 o214 F.00 7.40
I Spread [Sd) (5] b5 111 114 115 115
Mod Duration 1 26 1.56 £.34 4.06 4 .96 347 .73
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Time to Bid?

Municipal Key Metrics (AA-rated Underlying)

Tax-Exempt General Obligation (GO) August 28, 2024

. . GO Muni % of Treasuries
= Investment Grade Municipal | | s ! % of Treasuries

BOndS — T Current  GM High BMLow EMAvg @ Sed Ov
— 61.3% 69.5% 60.2% 64.4% (1.18) 1Year
= Supply/demand imbalance . m 66.9% 718% 619% 67.1% (0.09) 2 Year

69.9% 739% 611% 67.8% 068 3 Year
719% 76.2% 604% 679% 082 5Year

= Yields are “through the curve” r 1% 7o0% e1ix £90% 1es  10Yesr

out to 15+ years 81.6% 852% 715% 76.3% 208 15Year
B0 97.3% 101.8% 855% 0910% 200 30Year
m Make potentially attractive 27-Feb-24 27-Mar-24 27-Apr-24 27-May-24 27-lun-24 27-lul-24
Raw Yield [3) TEY (21%) - NO TEFRA Spread to Treasuries

bonds to sell

Current? Week Aga WoW A Manth Ago  BM Ago TEY 1% GMHigh 6MLlow GMAvg 6MAgE  Current’ WeekAgo GM High 6MLow 6B Avg

= Economics are much better 1¥ear 2.69 271 (0.02) 298  3.06 3.40 450 337 406 387 (0.98) (100) (0.60) (1.20) (0D.92) 1 Year

f 2 Year 2.61 269 (D.08) 2.95 291 3.30 4.42 3.30 392 368 (0.60) (0.58) (0.36) (103} (0.70) 2 Year

or S Co rps Ivear 260 272 (012) 291 2.74 3.29 427 329 378 347 (0.43) (035) (0.24) (102} (0.63) 3 Year
SYear 2.62 278 (015) 283 261 332 423 320 365 331 (033) (0.18) (0.13) (105) (0.61) 5 Year
10Y¥ear 2.5 297 (0.03) 307 275 1.73 426 328 374 34 (0.09) (0.04) 000 (098] (0D.55) 10 Year
15 Year 3.27 3.32 (0.05) 3.34 3.40 4.14 4.65 = 426 43 0.13 0.21 0.31 {0.44) (0.18) 15 Year :
I0Year 400 405 (005) 412 399 5.07 546 480 513 5.0 085 106 118 038 067 30Year

Source: Bloomberg, Stifel
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BALANCE SHEET ACADEMY

October 28-29, 2024 | Memphis, TN

Balance Sheet Academy

= QOctober 28-29, 2024

= Intermediate level material STIFEL €ICBA
M
= Up to 12 hours CPE Who Should Attend?
The in-person seminar is structured for more experienced investment
managers, particularly those who have attended Bond Academy. It
. C%‘é incorporates balance sheet strategies into the day-to-day management of
= Location: ) an institution's investment portfolio, wholesale funding and interest rate
MEMPHIS = risk management. Bank personnel with an intermediate level of

understanding of investments who are integral to the investment and
Bonus: Memphis BBQ! balance sheet management process will benefit the most from this
) ) advanced course. New directors serving on the investment or asset-
liability committee will also find this course beneficial.

Agenda

Courses will focus on the understanding, development and
implementation of strategies for balance sheet management, liquidity and
capital management, loan portfolio management, investment portfolio
construction, among other topics.
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Exclusiyve ke' Sealer
Thank you! g RPN igs

Ds/ﬂ

Intended for institutional investors only. Although
the information included in this report has been
obtained from sources we believe to be reliable,
we do not guarantee its accuracy. All opinions
expressed in this report constitute the judgments
as of the dates indicated and are subject to
change without notice. This report is for
informative purposes only and is not intended as
an offer or solicitation with respect to the
purchase or sale of any product. The accuracy of
the financial projections is dependent on the
occurrence of future events which cannot be
assured; therefore, the actual results achieved
during the projection period may vary from the
projections. Member FINRA/SIPC.
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