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Conference Attendees — Balance Sheet and Earnings Trends
.

Balance Sheet Trends

+ Cash balances continue to grow as the Securities|Loans / Borrowings
industry grapples with excess liquidity / Liabilities

* As loan growth has slowed, banks have
shifted allocations to the securities portfolio, : : :
with securities to assets at 15.68% as of 2Q21 8.61% | 13.61% 87.68%

10.03% = 14.27% 84.07%

«  While HTM utilization is still well below 10%, 10.28% = 15.68% | 81.27%
banks are beginning to put more of their
securities into HTM

8.20% 12.53% 90.84%

Earnings and Profitability Yield on Yield on | Efficiency
+ Cost of funds has decreased as costly . |Securities
liabilities roll off the balance sheet and as
banks pay down borrowings >7.40%
58.62%
* Net interest margins have slightly decreased 57.04%
as yields on securities and loans have 57.61%
compressed

Tier1
Capital Metrics Common Tier1 Total TCE/TA
« Banks continue to be well capitalized with total Capital | Capital | Capital
capital exceeding 14% (il
2020Q3 9.54% 12.98% 13.01% @ 14.15% @ 9.31%
2020Q4 9.57% 13.07% 13.09% = 14.25% = 9.45%
2021Q1 9.56% 13.19% 13.22% = 14.35% = 9.10%
2021Q2 9.51% 13.28% 13.30% @ 14.39% | 9.40%

(1) Peer group includes bank level data of depositories attending the KBW Conference with 2Q21 data available

STIFEL @ source: st ,



Public Bank 1Q21 IRR Positioning

» 205 public banks reported their IRR position on a +/- 100 scale for 1921, and the results are aggregated below:

N1l
Immediate

Observations
Min

Max

Median
Average
StDev

NIl

Gradual 12 month

Observations
Min

Max

Median
Average
StDev

All 140 <5b 76
120 133 71 72
-144 -7.0 -95 -3.5

43 15.3 2.0 15.0

-3.1 3.5 2.7 3.0

-3.3 3.9 -29 34

2.7 4.1 2.3 3.8

All 65 <5b 23
43 49 22 13

-59 -0.9 -59 0.2

2.3 21.0 -0.2 8.4

-15 3.0 -1.2 2.3
-1.8 3.8 -1.7 3.6

1.6 3.6 15 2.8

STIFEL (1) Source:

S&P Global Intelligence (1921 10-Q data), Stifel FICM

5-10b 27
24 26
-144 -70
43 14.1

-3.7 3.7

-4.1 3.6

3.9 4.3
5-10b 10
7 9

-5.3 -09

2.3 21.0

-1.6 1.7

-14 39

2.6 71

10-50b 34
23 32

-84 -6.2

-0.2 12.8

-3.7 4.6

-3.7 4.6

2.3 4.2
10-50b 21
13 17

-4.6 0.6

0.2 84

-2.1 34

2.2 3.8

14 2.2

50+b 3
2 3

-4.8 77

-4.5 15.3

-4.7 9.8

-4.7 10.9

0.2 3.9
50+b 11
2 11

-3.8 0.5

-14 9.0

-2.6 4.3

-2.6 4.2

1.7 2.3



Net Interest Income Variations 3/31/21
e

Net Interest Income Variations - 15 Largest SABER Users*

Total Assets ($Bs) Net Int Margin -200 bps -100 bps +100 bps +200 bps +300 bps +400 bps
$6.0 3.19% -4.5% -3.4% 7.7% 16.3% 25.0% 33.4%
2 S5.4 3.02% -11.8% -6.9% 6.9% 13.3% 19.8% 26.1%
3 $3.1 3.90% -4.0% -2.8% 5.2% 9.4% 13.5% 17.6%
4 $2.9 2.41% -12.8% -7.7% 10.0% 19.5% 28.5% 37.1%
5 $2.9 2.35% -0.9% -1.1% 0.2% 1.9% 3.6% 5.4%
6 $2.6 1.49% -12.2% -11.3% 5.8% 11.9% 17.7% 23.5%
7 $1.8 3.52% -4.7% -3.3% 6.1% 11.8% 17.6% 23.2%
8 $1.8 2.59% -3.7% -2.2% 2.9% 3.9% -1.2% -5.8%
9 $1.6 3.58% -2.9% -2.5% -3.9% -4.9% -6.5% -8.9%
10 $1.6 2.84% -0.1% -0.6% 6.7% 14.1% 21.4% 28.6%
11 $1.6 3.08% 5.2% 5.2% 5.0% 11.4% 17.4% 23.3%
12 $1.6 3.36% -4.5% -2.9% 2.3% 5.3% 8.3% 10.9%
13 $1.3 2.88% -6.1% -4.8% 9.2% 18.9% 27.8% 35.0%
14 $1.3 2.60% -13.4% -8.6% -2.1% -5.8% -9.9% -14.2%
15 $1.2 3.16% 3.4% 3.9% 2.6% 5.6% 8.8% 11.1%
Average Total Assets $2.5
Median 3.02% -4.5% -2.9% 5.2% 11.4% 17.4% 23.2%
Max 3.90% 5.2% 5.2% 10.0% 19.5% 28.5% 37.1%
Min 1.49% -13.4% -11.3% -3.9% -5.8% -9.9% -14.2%

* All clients are between S1 and S6 billion

STIFEL >



Economic Value of Equity Variations 3/31/21

-
Economic Value of Equity Variations - 15 Largest SABER Users*

Peer # Total Assets ($Bs) -200 bps -100 bps +100 bps +200 bps +300 bps +400 bps
1 $6.0 -7.8% -8.4% 2.7% 4.9% 6.6% 8.3%
2 S5.4 -43.4% -18.6% 9.7% 13.5% 13.4% 10.8%
3 $3.1 -45.0% -22.0% 12.1% 19.3% 25.2% 29.8%
4 $2.9 -21.6% -18.9% 7.9% 13.4% 17.0% 19.4%
5 $2.9 4.7% -1.7% -1.7% 0.2% 1.8% 2.6%
6 $2.6 -24.6% -22.5% 7.9% 13.2% 16.1% 17.2%
7 $1.8 -34.0% -15.2% 7.2% 11.2% 12.6% 12.2%
8 $1.8 -2.8% 0.2% -1.8% -8.0% -18.3% -29.7%
9 $1.6 -22.5% -15.5% 0.5% 1.6% 0.1% -2.6%
10 $1.6 16.1% 3.0% 3.8% 8.1% 12.5% 17.0%
11 $1.6 -10.0% -8.4% 5.7% 10.2% 13.3% 15.7%
12 $1.6 5.2% 3.7% -7.3% -15.4% -24.2% -33.6%
13 $1.3 -8.7% -5.3% 0.5% 1.1% 0.2% -2.6%
14 $1.3 -4.9% -5.1% -4.0% -9.4% -16.3% -23.6%
15 $1.2 7.9% -0.8% 0.6% 0.3% 0.2% -0.8%
Average Total Assets $2.5

Median -8.7% -8.4% 2.7% 4.9% 6.6% 8.3%

Max 16.1% 3.7% 12.1% 19.3% 25.2% 29.8%

Min -45.0% -22.5% -7.3% -15.4% -24.2% -33.6%

* All clients are between S1 and S6 billion

STIFEL °
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Fixed Income
Capital Markets

Hardest Hit Industries Recapture Jobs STIFEL

B Loss in NFP Mar-Apr 2020 (SA, Thous)

8,224

® Gain in NFP May 2020-Jun 2021 (SA, Thous)
(% Recovered)

2,315 2,071

1,815 7%

1,754
(64%) :

(73%)

1,380

Leisure &  Educ. & Health Government  Business ~ Manufacturing  Retail Trade  Construction ~ Wholesale
Hospitality Care Services Trade

Source: Bureau of Labor Statistics



Fixed Income
Capital Markets

Labor Demand Outpaces Labor Supply STIFEL

10, .10

= JOLTS job openings (Mil.)
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Source: Bureau of Labor Statistics/Haver Analytics



Fixed Income
Capital Markets

Where Have All the Workers Gone? STIFEL

8

3.6M

3 2 5M

Not looking because ~ Worried about Caring for children Receiving
of the pandemic  getting/spreading the unemployment

ot benefit
Source: Bureau of Labor Statistics Vs enetis .



Fed Projects Continued Low Rates

STIFEL

Fixed Income
Capital Markets

6

0

1A

—Federal Funds Target Rate %

—Federal Funds Target Rate %: June 16 FOMC Projections
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Source: Federal Reserve Board/Bloomberg
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Fixed Income
Capital Markets

Concerns of Inflation Abating? STIFEL
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Fixed Income
Capital Markets

A Solid GDP Profile STIFEL
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Source: Bloomberg/Stifel
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Economic Forecast Grid

STIFEL

Fixed Income
Capital Markets

Annual Average

032020 | 042020 | 012021 | Q22021 | Q32021 | Q42021 | Q12022 | Q22022 | Q32022 | Q42022 2019 2020 2021 2022
Growth indicators
GDP, QoQ % 33.4% 4.3% 6.4% 8.2% 5.0% 4.5% 3.7% 3.1% 3.5% 2.8% 2.2% -3.5% 6.1% 4.2%
Consumer Spending, % 41.0% 2.3% 10.7% 9.0% 6.5% 5.0% 3.5% 2.0% 2.2% 2.0% 2.4% -3.9% 7.9% 2.4%
Fixed Investment, % 31.3% 18.6% 10.1% 14.2% 9.3% 8.1% 8.5% 8.8% 7.0% 6.7% 1.9% -1.8% 11.9% 7.8%
Housing Starts, k 1,448 1,661 1,725 1,643 1,665 1,680 1,695 1,710 1,720 1,735 1,325 1,411 1,678 1,715
Unemployment Rate, % 8.8% 6.7% 6.2% 5.9% 5.7% 5.4% 5.3% 5.2% 5.0% 4.9% 3.9% 8.1% 5.8% 5.1%
Nonfarm Payrolls, k 716 -306 785 850 300 450 275 175 175 150 180 1,735 596 194
Inflation indicators, YoY%
PCE 1.4% 1.2% 2.3% 3.8% 4.1% 4.6% 4.0% 3.1% 2.7% 2.2% 1.5% 1.2% 3.7% 3.0%
Core PCE 1.5% 1.4% 1.8% 3.3% 3.3% 3.8% 3.4% 2.4% 2.1% 1.8% 1.7% 1.4% 3.1% 2.4%
PPI 0.4% 0.8% 4.2% 7.3% 7.4% 7.7% 5.8% 4.3% 3.8% 3.4% 1.6% 0.2% 6.7% 4.3%
Interest rate, %
FF 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 2.19 0.25 0.25 0.25
3month UST bills 0.10 0.07 0.02 0.04 0.08 0.11 0.15 0.18 0.20 0.22 1.96 0.10 0.06 0.19
2yr UST notes 0.13 0.12 0.16 0.25 0.24 0.28 0.33 0.35 0.45 0.50 1.80 0.16 0.23 0.41
Syr UST notes 0.28 0.36 0.94 0.89 0.75 0.78 0.80 0.85 0.90 0.95 1.81 0.33 0.84 0.88
10yr UST notes 0.69 0.92 1.74 1.47 1.65 1.48 1.50 1.45 1.40 1.30 2.00 0.73 1.59 1.41
30yr UST bonds 1.46 1.65 2.41 2.09 2.50 2.25 2.30 2.25 2.05 1.98 2.46 1.46 2.31 2.15
2s to 10s Spread bps 56 80 158 122 141 120 117 110 95 80 20 57 135 101

Lindsey Piegza, Ph.D. - Chief Economist

Source: Bloomberg, Stifel
Published July 2021

*Red indicates actual figures
**GDP figures shown as annual change

14



Current Earnings Trends and Balance Sheet Sensitivity

Economic Commentary

Liability Rationalization

Excess Liquidity — Putting Cash to Work

Protecting TBV in Future Rate Environment — HTM Ultilization / Hedging




Liability Rationalization
L

Liability Rationalization
» Brokered funding
 FHLB

» Other borrowings

e Public Funds

STIFEL 16



SAMPLE

Beginning Securities Portfolio & Funding Analysis
.
« Sample Bank’s securities portfolio pricing for this analysis was provided by Stifel’s proprietary pricing matrix as of

10/15/2020 and may not represent executable levels. A sector summary of the securities portfolio is provided below as of
10/15/2020:

Asset Summary - Beginning Portfolio

Book | Market | Book Eff

St Price Price Yield L Dur | Cvx. el e
Treasury/Agency 3,000,000 100.00 98.12 2.94 09 09 0.0 (56,423)
MBS Fixed 50,720,404 100.31 103.85 2.88 28 1.1 (11 1,793,169
ARM 6,827,337 101.42 102.35 1.72 3.3 04 (0.1 64,032
CMO Fixed 7,950,395 100.24  99.81 1.92 3.1 16 (0.0 (34,136)
Agency CMBS 4,544,968 99.41 103.02 3.28 30 29 0.2 164,121
Small Business 3,056,753 100.74  105.42 2.61 53 46 11 143,329
Municipal 44,470,000 100.55 108.20 3.22 59 56 04 3,402,728
Corporate 68,505,000 100.14  100.12 2.75 33 20 05 (16,007)
CD 250,000 100.00 97.03 3.97 92 69 11 (7,422)
Total 189,324,858 100.32 103.20 2.84 38 26 0.0 5,453,390

« Sample Bank has $38M in pay fixed swaps outstanding. The weighted average rate of the swaps is 2.23%, as shown
below, with a unrealized loss of $1.3M. A summary of funding and estimated prepayment penalties is provided below:

Liability Summary - Beginning Portfolio

Unwind . Flat X
Par Amount Rate ) Maturity Gain / Loss
Price Dur.
0-3 Month 4,187,500 1.94 100.22 11/23/2020 0.1 (9,281)
3-6 Month 1,000,000 2.70 101.22 3/29/2021 0.5 (12,222)
6-9 Month 1,000,000 1.94 101.37 7/12/2021 0.7 (13,727)
9Mo - 1Year 3,496,000 1.88 101.51 8/22/2021 0.8 (52,810)
1Year-18 Mo 4,740,000 2.79 103.12 12/22/2021 1.2 (148,118)
18 Mo - 2 Year 11,340,600 2.03 103.31 7/27/2022 1.8 (375,388)
2Year-3Year 10,325,250 2.49 105.31 2/17/2023 2.3 (548,548)
3Year-4Year 2,037,000 1.86 105.58 8/1/2024 3.7 (113,603)
Total 38,126,350 2.23 103.34 6/4/2022 1.6 (1,273,697)

(1) Book Prices and Funding Data provided by Sample Bank as of 9/30/2020, Beginning Data provided by SNL as of 6/30/2020 LTM
STIFEL (2) Market Prices provided by Stifel’s Fixed Income Proprietary Pricing Matrix as of 10/15/2020 and may not represent executable levels 17
(3) Funding analysis provided by Stifel as of 10/15/2020 and may not represent executable levels



Summary of Strategies

SAMPLE

Use Cash No Cash
Da Pro Fo Pro Fo O FO Pro Fo O FO Pro Fo
Maximize NIl S$20M Deleverage S$10M Deleverage Maximize Deleverage S$20M Deleverage S$10M Deleverage
Gain/Loss Neutral Maximize NII Maximize NII No Cash No Cash No Cash
Gain/Loss Neutral Gain/Loss Neutral Income Neutral Maximize NII Maximize NIl
Gain/Loss Neutral Gain/Loss Neutral
Transaction Detail
Cash & Equivalents 17,795 (955) (18,750) 4,744 (13,051) 10,857 (6,938) 17,795 - 17,795 - 17,795 -
Avg Yield 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10%
Portfolio Balance 189,325 179,750 (9,575)| 183,385 (5,940)| 186,775 (2,550)| 161,161 (28,164)| 171,099 (18,226)| 178,955 (10,370)
Avg Yield 2.84% 2.80% 2.82% 2.82% 2.93% 2.92% 2.89%
Security Sales 9,575 5,940 2,550 28,183 18,253 10,399
Avg Yield 3.57% 3.51% 3.81% 2.30% 2.04% 1.93%
Liability Prepays 28,443 19,107 9,600 28,443 18,399 10,530
Avg Cost 2.31% 2.48% 2.79% 2.31% 2.66% 2.87%
Blended Asset Yield 1.27% 1.17% 1.10%
Asset Yield - Liability Cost (1.04%) (1.31%) (1.69%) (0.02%) (0.62%) (0.94%)
Impact on Earnings
Net Interest Income 37,343 37,635 292 37,591 248 37,502 159 37,350 7 37,458 115 37,442 99
Net Interest Margin 3.44%| 3.6% 0.12% 3.52% 0.08% 3.48% 0.05% 3.53% 0.09% 3.51% 0.07% 3.48% 0.04%
Net Income 6,121 6,352 231 6,317 196 6,247 126 6,127 6 6,212 91 6,200 79
Annual. EPS 0.36 0.37 0.01 0.37 0.01 0.37 0.01 0.36 0.00 0.36 0.01 0.36 0.00
ROAA 0.52% 0.55% 0.03% 0.55% 0.03% 0.54% 0.02% 0.53% 0.01% 0.54% 0.02% 0.53% 0.01%
ROAE 5.69% 5.95% 0.27% 5.90% 0.21% 5.82% 0.13% 5.74% 0.06% 5.81% 0.12% 5.78% 0.09%
Pretax Gain / (Loss) 0 0 2 155 0 0
After-tax Gain / (Loss) 0 0 2 123 0 0
Impact on Capital
Tier 1 Leverage 9.22% 9.45% 0.23% 9.38% 0.15% 9.30% 0.08% 9.46% 0.24% 9.37% 0.15% 9.31% 0.08%
CET1Risk Based 10.97% 11.01% 0.04% 10.99% 0.02% 10.98% 0.01% 11.13% 0.16% 11.08% 0.11% 11.02% 0.05%
Tier 1 Risk Based 10.97% 11.01% 0.04% 10.99% 0.02% 10.98% 0.01% 11.13% 0.16% 11.08% 0.11% 11.02% 0.05%
Total Risk Based 12.01% 12.05% 0.04% 12.04% 0.03% 12.02% 0.01% 12.18% 0.17% 12.13% 0.12% 12.07% 0.06%
Tangible Equity Ratio 8.00% 8.20% 0.20% 8.13% 0.13% 8.06% 0.07% 8.19% 0.20% 8.12% 0.13% 8.07% 0.07%
TCE/TA 8.00% 8.20% 0.20% 8.13% 0.13% 8.06% 0.07% 8.19% 0.20% 8.12% 0.13% 8.07% 0.07%
Impact on -100 EVE (91) (86) (41) (410) (336) (174)
Impact on +300 EVE 35 112 48 919 741 477

(1)
STIFEL &

Book Prices and Funding Data provided by Sample Bank as of 9/30/2020, Beginning Data provided by SNL as of 6/30/2020 LTM
Market Prices provided by Stifel’s Fixed Income Proprietary Pricing Matrix as of 10/15/2020 and may not represent executable levels
Funding analysis provided by Stifel as of 10/15/2020 and may not represent executable levels




SAMPLE
Strategy 2: Transaction Detail

« Strategy 2 explores the impact of a $20M deleverage using cash and securities sales, while maximizing income
pickup and remaining gain/loss neutral

Portfolio Summary & Income Impacts

OTHONO ‘ ace D i nn D i ma 5 old o D Yield Amount Income Change
Current Portfolio 189,325] 100.32 10320  5453] 284 38 2.6 Interest Income Given Up 3.51 6,055 @13)
Security Sales 5,940] 101.94 114.65 755] 351 6.6 6.0 Reduction in Interest Expense 2:48 18,107 474
Pro Forma Portfolio 183,385 100.27 _ 102.83 __ 4,698] 2.82 3.7 25 Reinvestment Income 1.75 0 0

Income Given Up on Cash Used 0.10 13,051 (13)

S _ Cumulative Effect on Pretax NI 248

ab 3 2 ' ATKE ‘ © Provision for Taxes (Assumes 21% Tax Rate) (52)

il ks nate ° L Cumulative Effect on Net Income 196
Current Portfolio 38,126 103.34 (1,274)] 2.23 1.6 1.6
Liabilities Paid Off 19,107 103.95 (755)] 2.48 1.7 1.7
Proforma Portfolio 19,020 102.73 (519) 1.98 1.5 1.5

[Net Interest Margin Impact A 0.08%]

Securities Sold & Liabilities Unwound

Asset Summary - Strategy Sales Liability Summary - Strategy Unwinds

Book | Market | Book

Current Face Price Price Yield WAL Dur T cvx. Gain / Loss Par Amount Rate U::c':d Maturity ;f: (E WAL
Treasury/Agency - - - - - - - - 0-3 Month 3 3 3 - - " n
ZﬂsnS/lFIXEd o ] : T 1 [3-6Month . ) . ] )
CMO Fixed - - R - _ _ R R 6-9 Month - - N _ _ _
Agency CMBS - - - - _ - R _ 9Mo - 1Year - - - _ _ _
Small Business - - - - - - - - 1Year- 18 Mo 4,740,000 2.79 103.12 12/22/2021 1.2 (148,118)
Municipal 5,940,000 101.94 11465 351 66 60 0.4 755,081 18 Mo - 2 Year 9,340,600 2.14 103.44 7/12/2022 1.7 (321,598)
Corporate - - - - - - - - 2 Year - 3 Year 5,026,000 2.81 105.67 12/23/2022 2.1 (285,045)
cd - - - - - - - - 3Year-4Year - - - - - -
Total 5,940,000 101.94 114.65 3.51 66 6.0 04 755,081 Total 19,106,600 2.48 103.95 7 /5 /2022 1.7 (754,761)

(1) Book Prices and Funding Data provided by Sample Bank as of 9/30/2020, Beginning Data provided by SNL as of 6/30/2020 LTM
STIFEL (2) Market Prices provided by Stifel’s Fixed Income Proprietary Pricing Matrix as of 10/15/2020 and may not represent executable levels 19
(3) Funding analysis provided by Stifel as of 10/15/2020 and may not represent executable levels



SAMPLE
Strategy 5: Transaction Detail
.

« Strategy 5 explores the impact of a $20M deleverage using only securities sales, while maximizing income
pickup and remaining gain/loss neutral

Portfolio Summary & Income Impacts

e Boo arke 3 Boo i\ Effect on Income (Book Values)

Drina Drina 5 d D Yield Amount Income Change
Current Portfolio 189,325] 100.32 103.20  5453] 284 38 2.6 Interest Income Given Up 2,04 18,426 (376)
Security Sales 18,253| 100.95 105.57 844| 2.04 40 30 Reduction in Interest Expense 2.66 18,399 490
Securities Purchased 27| 100.46  100.46 | 175 100 93 Reinvestment Income 175 7 0
Pro Forma Portfolio 171,099 100.25 102.95 _ 4,609] 2.92 3.8 2.6 Income Given Up on Cash Used 0.10 0 9
Cumulative Effect on Pretax NI 115
i i = Provision for Taxes (Assumes 21% Tax Rate) (24)
ab a A . _' ° _ . Cumulative Effect on Net Income 91
Current Portfolio 38,126 103.34  (1,274)] 2.23 1.6 1.6
Liabilities Paid Off 18,399 104.59 @44 266 19 1.8
Proforma Portfolio 19,727 102.18 29) 1.83 1.4 1.4
[Net Interest Margin Impact @ 0.07%]

Asset Summary - Strategy Sales

Book | Market | Book :
Current Face Price Price Yield e U::'_:'c':d Gain / Loss

Treasury/Agency - - - - - - - - 0-3 Month B B B B R . B
MBS Fixed 1,329,570 102.92 102.42 0.99 1.6 05 (0.7) (6,745) 3-6 Month R ) B R ) R
ARM 1,079,021 102.33  102.72 1.24 34 03 01 4,138

CMO Fixed 539,287 101.11 10042 046 0.5 (2.6) 4.4 (3,715) 6-9 Month B ) ) . ) .
Agency CMBS _ _ R _ _ _ R _ 9Mo - 1Year - - - - - -
Small Business R R _ R R R _ R 1Year- 18 Mo 4,740,000 2.79 103.12 12/22/2021 1.2 (148,118)
Municipal 8,805,000 101.17 111.02 3.00 63 59 04 866,962 18 Mo - 2 Year 4,915,000 2.56 103.98 6/5/2022 1.6 (195,570)
Corporate 6,500,000 100.00  99.75 1.22 1.8 03 08 (16,235) 2Year-3Year 8,744,000 2.65 105.73 3/2/2023 2.3 (500,701)
cD - - - - - - - - 3Year-4Year - - - - . -
Total 18,252,878 100.95 105.57 2.04 40 3.0 0.6 844,404 Total 18,399,000 2.66 104.59 8/30/2022 1.8 (844,389)

(1) Book Prices and Funding Data provided by Sample Bank as of 9/30/2020, Beginning Data provided by SNL as of 6/30/2020 LTM
STIFEL (2) Market Prices provided by Stifel’s Fixed Income Proprietary Pricing Matrix as of 10/15/2020 and may not represent executable levels 20
(3) Funding analysis provided by Stifel as of 10/15/2020 and may not represent executable levels



Releverage Scenarios




SAMPLE
Strategy 2: Releverage Opportunity

.
+ In addition to a $20M Deleverage, a Releverage of $20M brings the balance sheet back to its original size while improving
spread on funding and securities

« After a $20M deleverage, relevering the balance sheet by $20M, assuming a 135bp spread on securities and funding,
improves Net Interest Income by $518k, increases EPS by $0.02, boosts NIM by 4bps and ROE by 41bps

— Assumed reinvestment into a representative 10yr Taxable Municipal yielding 1.75%
— Assumed funding cost of 40bps on short term FHLB advances

Baseline Step 1: Delever Step 2: Relever o EIT-LAHR Step 2: Leverage Detail
Proforma A Proforma A Baseline Amount 20,000

Impact on Capital Cumulative Asset Yield 175%| v

Tier 1 Leverage 9.22% 9.38% 0.15% 9.22% (0.16)% (0.00)% Risk Weight 20% {::

CET1 Risk Based 10.97% 10.99% 0.02% 10.95% (0.04)% (0.02)% Flat Price 100.46 (ED’:

Tier 1 Risk Based 10.97%| 10.99% 0.02% 10.95% (0.04)% (0.02)% +300 Price 76.40 ¢

Total Risk Based 12.01%| 12.04% 0.03% 11.99% (0.05)% (0.02)% Funding Cost 0.40%| &'

Tangible Equity Ratio 8.00% 8.13% 0.13% 7.99% (0.13)% (0.00)% Flat Price 100.00 3_

TCE/TA 8.00% 8.13% 0.13% 7.99% (0.13)% (0.00)% +300 Price 99.75 @
Impact on Earnings

Net Interest Income 37,343 37,591 248 37,861 270 518

Net Income 6,121 6,317 196 6,530 213 409

Net Interest Margin 3.44% 3.52% 0.08% 3.48% (0.04)% 0.04% h

Return on Assets 0.52% 0.55% 0.03% 0.55% 0.01% 0.03%

Return on Equity 5.69% 5.90% 0.21% 6.10% 0.20% 0.41%

Pre-Tax Gain / (Loss) 0 0 0 0

After Tax Gain / (Loss) 0 0 0 0

EPS 0.36 0.37 0.01 0.38 0.01 0.02
Impact on Balance Sheet

Portfolio Balance 189,325| 183,385 -5940; 203,293 19,908 13,968

Avg Yield 2.84% 2.82% -0.02% 2.71% -0.10% (0.13)%
Liability Balance 38,126 19,020 -19,107 39,020 20,000 893
Avg Cost 2.23% 1.98% -0.25% 1.17% -0.81% (1.06)%
Impact on +300 EVE 112 112 | (4,650) (4,762)

(1) Book Prices and Funding Data provided by Sample Bank as of 9/30/2020, Beginning Data provided by SNL as of 6/30/2020 LTM
STIFEL (2) Market Prices provided by Stifel's Fixed Income Proprietary Pricing Matrix as of 10/15/2020 and may not represent executable levels 22
(3) Funding analysis provided by Stifel as of 10/15/2020 and may not represent executable levels



SAMPLE
Strategy 5: Releverage Opportunity

.
+ In addition to a $20M Deleverage, a Releverage of $20M brings the balance sheet back to its original size while improving
spread on funding and securities

« After a $20M deleverage, relevering the balance sheet by $20M, assuming a 135bp spread on securities and funding,
improves Net Interest Income by $385k, increases EPS by $0.02, boosts NIM by 3bps and ROE by 32bps

— Assumed reinvestment into a representative 10yr Taxable Municipal yielding 1.75%
— Assumed funding cost of 40bps on short term FHLB advances

Baseline Step 1: Delever Step 2: Relever o EIT-LAHR Step 2: Leverage Detail
Proforma A Proforma A Baseline Amount 20,000

Impact on Capital Cumulative Asset Yield 175%| v

Tier 1 Leverage 9.22% 9.37% 0.15% 9.22% (0.16)% (0.01)% Risk Weight 20% {::

CET1 Risk Based 10.97% 11.08% 0.11% 11.03% (0.04)% 0.06% Flat Price 100.46 (ED':

Tier 1 Risk Based 10.97%| 11.08% 0.11% 11.03% (0.04)% 0.06% +300 Price 76.40 ¢

Total Risk Based 12.01%| 12.13% 0.12% 12.08% (0.05)% 0.07% Funding Cost 0.40%| &'

Tangible Equity Ratio 8.00% 8.12% 0.13% 7.99% (0.13)% (0.00)% Flat Price 100.00 3_

TCE/TA 8.00% 8.12% 0.13% 7.99% (0.13)% (0.00)% +300 Price 99.75 @
Impact on Earnings

Net Interest Income 37,343 37,458 115 37,728 270 385

Net Income 6,121 6,212 91 6,425 213 304

Net Interest Margin 3.44% 3.51% 0.07% 3.47% (0.04)% 0.03% h

Return on Assets 0.52% 0.54% 0.02% 0.55% 0.01% 0.03%

Return on Equity 5.69% 5.81% 0.12% 6.01% 0.20% 0.32%

Pre-Tax Gain / (Loss) 0 0 0 0

After Tax Gain / (Loss) 0 0 0 0

EPS 0.36 0.36 0.01 0.38 0.01 0.02
Impact on Balance Sheet

Portfolio Balance 189,325| 171,099 -18226; 191,007 19,908 1,682

Avg Yield 2.84% 2.92% 0.09% 2.80% -0.12% (0.04)%
Liability Balance 38,126 19,727 -18,399 39,727 20,000 1,601
Avg Cost 2.23% 1.83% -0.40% 1.11% -0.72% (1.12)%
Impact on +300 EVE 741 741 | (4,021) (4,762)

(1) Book Prices and Funding Data provided by Sample Bank as of 9/30/2020, Beginning Data provided by SNL as of 6/30/2020 LTM
STIFEL (2) Market Prices provided by Stifel's Fixed Income Proprietary Pricing Matrix as of 10/15/2020 and may not represent executable levels 23
(3) Funding analysis provided by Stifel as of 10/15/2020 and may not represent executable levels



Current Earnings Trends and Balance Sheet Sensitivity

Economic Commentary

Liability Rationalization

Excess Liquidity — Putting Cash to Work

Protecting TBV in Future Rate Environment — HTM Ultilization / Hedging




Securities Portfolio Allocation Trends Among Large Depositories

* SNL Data shows that securities activity among large % Change in Securities Allocation from March '20 to March '21
depository institutions ($5bn to $50bn) continues to
accelerate.

» Allocations to the RMBS sector have accelerated and 0.66%
additions to longer fixed CMBS continue, but purchases in RMBS i o
the municipal space slowed dramatically, especially among T
the largest institutions. | 2.08%

Muni
« As aresult, aggregate securities portfolio mixes have (0.29%)

continued to shift meaningfully over the last 12 months.
Overall, RMBS, municipal and CMBS allocations saw the CMBS (1.70%)
largest change. N

« This growth has not been equitable by institution size. Corp (0.48%) |£I
Institutions between $1bn and $5bn showed a 2.09%
increase in municipal allocations (a 48% increase in Lhek
absolute dollars) vs. -0.29% among banks $10-50bn. These treasury/Agency E
larger institutions reallocated most heavily to CMBS and (2.64%)
RMBS, which grew by 2.20% and 1.42%, respectively. W $1-5bn in Assets

| @ $5-10bn in Assets

CMO | (3.69%)
\w— W $10-50bn in Assets

Quarter-over-Quarter Change in Cost Basis by Security Type: Commercial and Savings Banks $5-50bn

[ March 2021 Dec. 2020 Sept. 2020 June 2020 March 2020 Dec. 2019 Sept. 2019 March 2019 |
Treasury/Agency 12.68% 7.95% 3.77% -2.85% -10.55% 0.56% -0.34% -4.97%
14.77% 6.74% 9.20% 1.62% -1.77% 4.21% 1.98% -0.82%
8.96% 7.09% 8.16% 4.03% 8.00% 9.38% 9.81% 4.18%
5.06% 7.35% 9.75% 9.19% 9.99% 3.06% 2.45% -4.96%
6.43% 4.78% -0.19% 0.65% 2.40% -4.50% 2.79% -0.45%
Corporates 7.63% 1.82% 1.82% 12.57% 9.66% 1.52% 3.04% 1.25%
Total: 10.08% 6.87% 6.26% 3.08% 1.50% 2.15% 2.55% -2.11%

25
STIFEL (1) Sourced from SNL Financial data



June Purchase Allocations

Notable Purchase Trends
e

» Treasury/Agency purchases increased 3% month over month with Treasury concentrations shifting higher relative
to bullet and callable agency allocations

* MBS Fixed purchases added more concentration to 10yr and 30yr paper relative to May, but still had the highest
allocation to 15y and 20y, where weighted average coupons were between 1.5% and 2.0%

+ CMO purchases continued to be heavily focused toward stripped down PAC structures, with similar coupons to
May with a slightly higher weighted average, and the weighted average price slightly elevated to 100.24

* In ACMBS, the maijority of purchases remained in Freddie Ks; wider window structures like FRESBs and Project
Loans were elevated compared to May; and DUS allocations dropped by more than half

» In Municipals, there was a more even distribution of taxable vs. tax-exempt, and a slight increase in bank

qualified
Nxt

Book Mat Call +300 +100 -100 Px
Alloc % Price Cpn (yrs) (yrs) BkYld A/L PxRisk PxRisk Risk

Total 100% 101.75 1.70 185 05 1.37 5.2 (15.9) (5.0) 3.9
Treasury 10% 100.02 0.87 5.1 - 0.89 5.1 (13.7) (4.8) 5.1
Agency 5% 10034 1.27 6.9 04 1.28 23 (15.5) (4.8) 2.3
MBS Fixed 48% 10222 1.89 19.0 - 1.35 5.1 (16.0) (4.8) 3.0
ARM 0% 108.06 189 378 - 243 45 (6.0) (2.0) 2.5
CMO Fixed 15% 10024 138 279 02 132 47 (17.2) (4.9) 36
CMO Floating 2% 10197 068  34.1 - 0.41 6.6 (7.7) (1.5) 37
Agency CMBS 6% 10295 200 164 1.0 147 6.5 (16.7) (5.9) 6.1
Small Business 1% 10529 216 200 - 1.20 6.4 (12.4) (4.4) 6.4
Municipal 4%  104.31 237 136 57 272 8.0 (24.6) (8.7) 89
Corporate 4% 10347 3.26 7.1 3.3 248 49 (15.5) (5.4) 53
ABS 4% 10122 120 434 0.1 1.22 6.3 (11.9) (4.3) 5.3
CcD 1% 10000 0.72 32 0.1 0.72 2.8 (8.3) (2.9) 2.8

(1) Aggregated depository purchase and sale data from Stifel’s PRA database. Data represents portfolio changes (purchases and sales only, excludes paydowns, calls,

S maturities) for portfolios run in sequential months.
TIFEL (2) CMO Floating -100 Px Risk is positive due to the value of the embedded floors and the proximity of the index to the floors
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June Purchase Allocations
By Asset Size

Sector Allocation by Asset Size Asset Size Distribution by Product

Represents how different size cohorts are allocating lllustrates which asset size cohorts are most active in
across sectors which sectors
» All cohorts had the highest percentage allocation * Treasury, MBS Fixed, CMOs and ACMBS
to MBS Fixed purchases were driven by the >10B cohort
+ The smallest cohort (<1B) and the largest cohort * Municipal, ABS and Corporate purchases were
(>10B) had the highest allocation to Agencies driven by <5B cohort

while the largest cohort (>10B) had the highest
allocation to Treasuries

<1b 1-5b 5-10b 10-50b Total <1b 1-5b 5-10b 10-50b Total
Total 100% 100% 100% 100% 100% Total
Treasury 8% 4% 2% 15% 10% Treasury 12% 10% 2% 76%  100%
Agency 16% 5% 1% 3% 5% Agency 45% 24% 3% 29%  100%
MBS Fixed 32% 47% 52% 52% 48% MBS Fixed 9% 23% 13% 54% 100%
ARM 0% 0% 0% 0% 0% ARM 49% 0% 0% 51% 100%
CMO Fixed 13% 15% 30% 11% 15% CMO Fixed 13% 24% 25% 38% 100%
CMO Floating 1% 2% 1% 3% 2% CMO Floating 10% 19% 3% 67% 100%
Agency CMBS 4% 5% 3% 7% 6% Agency CMBS 9% 23% 6% 62% 100%
Small Business 2% 2% 1% 1% 1% Small Business 23% 39% 11% 26% 100%
Municipal 10% 6% 5% 2% 4% Municipal 32% 30% 15% 22%  100%
Corporate 4% 7% 0% 3% 4% Corporate 14% 44% 1% 42% 100%
ABS 3% 6% 6% 2% 4% ABS 11% 39% 20% 30% 100%
@D 7% 1% 0% 0% 1% (@b 87% 13% 0% 0% 100%

(1) Aggregated depository purchase and sale data from Stifel’s PRA database. Data represents portfolio changes (purchases and sales only, excludes paydowns, calls,
STIFEL maturities) for portfolios run in sequential months. 27



Investment Options
A

Securities Purchases

0-12mo Yield Price Volatility
SubSector Coupon (%)| Price Duration -100 Base +100 -100 +100 +300
Treasury 2yr Treasury 0.13 99.86 2.0 0.1 2.0 0.20 0.20 0.20 2.0% -2.0% -5.8%
Treasury 3yr Treasury 0.38 100.05 2.9 0.1 3.0 0.36 0.36 0.36 3.0% -2.9% -8.4%
Treasury Syr Treasury 0.63 99.57 49 0.3 5.0 0.71 0.71 0.71 5.1% -4.8% -13.7%
Treasury 10yr Treasury 1.63 103.45 9.1 0.9 9.8 1.25 1.25 1.25 9.7% -8.7% -23.8%
Agency Debt 2yr Agy Bullet 0.21 100.00 2.0 0.0 2.0 0.21 0.21 0.21 2.0% -2.0% -5.7%
Agency Debt 3yr Agy Bullet 0.37 100.00 3.0 0.1 3.0 0.37 0.37 0.37 3.0% -2.9% -8.5%
Agency Debt Syr Agy Bullet 0.73 100.00 4.9 0.3 5.0 0.73 0.73 0.73 5.1% -4.8% | -13.6%
Agency Debt 10yr Agy Bullet 1.28 100.00 9.5 1.0 10.0 1.28 1.28 1.28 10.0% -9.0% | -24.5%
Agency Debt 2yr Agy Callable (2YNC6M Berm) 0.23 100.00 1.2 -1.6 0.5 0.23 0.23 0.23 0.7% -1.6% -5.4%
Agency Debt 3yr Agy Callable (3YNC6M Berm) 0.46 100.00 1.6 -2.1 0.5 0.46 0.46 0.46 0.8% -2.3% -7.8%
Agency Debt Syr Agy Callable (5YNC6M Berm) 0.88 100.00 2.4 -3.2 0.5 0.88 0.88 0.88 1.0% -3.3% -11.9%
Agency Debt 10yr Agy Callable (10YNC6M Berm) 1.59 100.00 3.6 -5.7 0.7 1.59 1.59 1.59 1.4% -5.2% -19.9%
Agency MBS 10yr 1.5% MBS pass through 1.50 103.00 2.5 -1.3 3.2 -0.03 0.51 0.68 1.8% -3.0% -10.3%
Agency MBS 15yr 2% MBS pass through 2.00 103.89 2.3 -2.1 3.4 -0.26 0.79 121 1.4% -3.3% -13.1%
Agency MBS 15yr 1.5% MBS pass through 1.50 102.03 3.1 -2.1 4.0 0.33 0.95 111 2.1% -4.0% -14.4%
Agency MBS 20yr 2% MBS pass through 2.00 103.02 3.4 -2.2 3.9 0.48 1.15 1.51 2.4% -4.4% -16.6%
Agency MBS 30yr 2.5% MBS pass through 2.50 104.27 2.8 -3.4 4.1 -0.04 1.37 1.90 1.5% -4.4% | -18.9%
Agency MBS 30yr 2% MBS pass through 2.00 102.11 4.1 -3.6 5.5 0.74 1.56 1.74 2.5% -5.6% -21.2%
Hybrid ARM 7/6 Hybrid ARM 1.90 10336 2.1 -15 3.2 0.15 0.81 1.24 1.5% -2.9% | -10.8%
Hybrid ARM 10/6 Hybrid ARM 1.99 103.39 2.2 -1.9 33 0.12 0.89 1.40 1.5% -3.2% -12.6%
Agency CMO 3yr SEQ 2.00 102.56 1.6 -4.2 2.6 -2.13 0.93 1.49 0.0% -3.2% | -14.6%
Agency CMO Syr SEQ 1.75 10196 4.3 -2.5 4.6 0.85 1.28 1.42 3.0% -5.3% -18.7%
Agency CMO 3yr PAC 2.50 103.66 1.3 -2.6 2.4 -0.80 0.84 1.74 0.6% -2.8% -15.2%
Agency CMO Syr PAC 1.50 100.83 4.4 -1.8 4.8 1.16 1.30 1.34 3.9% -5.5% -20.0%
Agency CMO CMO Floater 0.27 99.75 1.5 11 3.6 0.39 0.37 133 1.7% -1.5% -9.0%
Agency CMBS 4yr Agy CMBS 3.05 109.00 4.0 0.2 4.3 0.91 0.91 0.91 4.1% -4.0% -11.3%
Agency CMBS 6yr Agy CMBS 2.48 108.09 6.2 0.5 6.7 1.23 1.23 1.23 6.5% -6.0% | -16.8%
Agency CMBS 9yr Agy CMBS 2.29 107.16 8.6 0.9 9.5 1.50 1.50 1.50 9.1% -8.2% | -22.4%
SBA SBA Floater (Premium) 4.32 113.25 1.3 6.8 3.8 0.89 0.63 1.32 5.1% -1.0% -3.5%
SBA SBA Fixed 1.67 102.00 5.3 -13 5.7 1.26 1.26 1.26 5.6% -5.2% | -14.4%
NA CMBS Non-Agency CMBS (AAA) 2.75 10731 7.2 0.6 8.0 1.76 1.76 1.76 7.5% -7.0% -19.3%
NA RMBS RMBS 30yr FCF (AAA) 2.50 102.77 1.4 -3.5 2.3 -0.92 1.09 1.91 -0.7% -3.8% -15.8%
NA RMBS RMBS 30yr PT (AAA) 2.50 102.14 33 -3.5 43 0.80 1.87 2.18 0.7% -8.1% -23.1%
CLo CLO AA 1.89 100.30 1.6 11.3 5.7 1.74 1.84 2.73 5.0% -0.6% -1.8%
CLO CLO AAA 1.39 100.40 1.1 7.4 3.7 1.19 1.29 2.12 3.4% -0.6% -1.8%
Municipal 10yr General Market Muni (AA) 3.00 118.47 89 0.9 10.0 1.19 1.19 1.19 9.4% -8.5% -23.1%
Municipal 15yr General Market Muni (AA) 3.00 11468 104 0.8 10.0 1.66 1.66 1.66 10.3% -9.8% | -27.7%
Municipal 20yr General Market Muni (AA) 3.00 113.68 11.6 0.8 10.0 1.79 1.79 1.79 11.1% | -10.9% | -31.2%
Municipal 10yr Taxable Muni 1.63 100.18 9.3 1.0 10.0 1.61 1.61 1.61 9.8% -8.9% | -24.1%
Municipal 15yr Taxable Muni 2.13 100.09 11.8 14 10.0 2.12 2.12 2.12 11.7% | -11.0% | -30.3%
Municipal 20yr Taxable Muni 2.50 100.44 134 17 10.0 2.45 2.45 2.45 12.8% | -12.3% | -34.0%
Corporate 3yr Floater Corp (Financial) 0.63 100.56 2.2 -0.1 1.6 0.29 0.29 0.42 1.9% -2.2% -7.1%
Corporate Syr Fixed Corp (Banks) 1.07 100.00 4.9 0.3 5.0 1.07 1.07 1.07 5.0% -4.8% | -13.5%
Corporate Syr Floater Corp (Financial) 0.94 101.12 5.3 0.2 4.7 0.71 0.71 0.75 5.2% -5.2% -15.0%
Corporate Community Bank Sub Debt (BBB) 0.05 100.00 4.4 0.0 5.0 3.25 3.25 3.25 4.5% -4.3% -12.3%

STIFEL (1) Pricing provided by Stifel Fixed Income Trading Desk as of 7/30/21 28



Summary of Strategies

SAMPLE

» The following analysis for Sample Bank shows the impacts of 3 different cash deploy allocations with varying goals

and constraints.

« The strategies assume cash is earning 0.10% and that Sample Bank can deploy that cash into a basket of securities.

» Cash funds the purchase of a mix of Agency Debt, Agency MBS, Agency CMBS, SBA Floaters, Non-Agency CMBS,

Non-Agency RMBS, CLOs, Municipals, Subordinated Debt.

Price Volatility

+100 +300

3.6% -4.5%  -15.0%
0.0% 0.0% 0.0%

3.6% -4.5%  -15.0%

Price Volatility

+100 +300

6.1% -6.5%  -19.9%

0.0% 0.0% 0.0%

Strategy 1: | Price |Vield/Cost| WAL
.. Assets Strategy 1 104.96 1.13%
$50M Cash D.ep.lo.y’ maX|m|zg Funded with Cash 100.00 0.10%
spread while limiting +300 Price Difference e
s . (1]
Volatility to -15%
Strategy 2: Price |Yield/Cost| WAL
.. Assets Strategy 2 103.99 1.48%
$50Mdca§r; Dl.ep.lto.y’ n_:g)él(;nge Funded with Cash 100.00 0.10%
spreaad wnile limiting rice Difference 1.38%

6.1% -6.5% -19.9%

Volatility to -20%

Price Volatility

+100 +300

5.2% -5.0% -14.9%

0.0% 0.0% 0.0%

Strategy 3:
$50M Cash Deploy, maximize Siice |YiE|d/c°t| WAL
spread while limiting +300 Price Assets Strategy 3 D 1'64f
Volatility to -15% and allowing for Funded with Cash 100.00 0.10%
Difference 1.54%

5.2% -5.0% -14.9%

CLOs, Non-Agency and
Subordinated Debt to be purchased

STIFEL (1) Pricing provided by Stifel Fixed Income trading desk as of 7/30/2021 and may not represent executable level
(2) Analytics provided by ZM and The Yield Book
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SAMPLE

Cash Deploy Allocations

Funding Allocation
0-12mo Cost (%) Price Volatility Strategy [ Strategy | Strategy
Maturity Coupon (%)| Price Duration 1 2 3
Cash 8/2/2021 0.10 100.00 0.0 0.0 0.0 -0.90 0.10 1.10 0.0% 0.0% 0.0% 100% 100% 100%
Securities Purchases Allocation
0-12mo Yield Price Volatility Strategy | Strategy | Strategy
SubSector Coupon (%)| Price Duration -100 Base +100 -100 +100 +300 1 2 3
Agency Debt Syr Agy Callable (5YNC6M Berm) 0.88 100.00 2.4 -3.2 0.5 0.88 0.88 0.88 1.0% -3.3% -11.9% 5% 0% 0%
Agency Debt 10yr Agy Callable (10YNC6M Berm) 1.59 100.00 3.6 -5.7 0.7 1.59 1.59 1.59 1.4% -5.2% -19.9% 10% 10% 5%
Agency MBS 15yr 2% MBS pass through 2.00 103.89 23 -2.1 3.4 -0.26 0.79 1.21 1.4% -3.3% -13.1% 0% 0% 5%
Agency MBS 15yr 1.5% MBS pass through 1.50 102.03 3.1 -2.1 4.0 0.33 0.95 1.11 2.1% -4.0% -14.4% 10% 0% 0%
Agency MBS 20yr 2% MBS pass through 2.00 103.02 3.4 -2.2 3.9 0.48 1.15 1.51 2.4% -4.4% -16.6% 20% 15% 5%
Agency MBS 30yr 2.5% MBS pass through 2.50 104.27 2.8 -3.4 4.1 -0.04 1.37 1.90 1.5% -4.4% -18.9% 0% 10% 0%
Agency MBS 30yr 2% MBS pass through 2.00 102.11 4.1 -3.6 5.5 0.74 1.56 1.74 2.5% -5.6% -21.2% 10% 0% 5%
Agency CMBS 4yr Agy CMBS 3.05 109.00 4.0 0.2 4.3 0.91 0.91 0.91 4.1% -4.0% -11.3% 20% 10% 10%
Agency CMBS 6yr Agy CMBS 2.48 108.09 6.2 0.5 6.7 1.23 1.23 1.23 6.5% -6.0% -16.8% 10% 10% 5%
Agency CMBS 9yr Agy CMBS 2.29 107.16 8.6 0.9 9.5 1.50 1.50 1.50 9.1% -8.2% -22.4% 0% 0% 5%
SBA SBA Floater (Premium) 4.32 113.25 1.3 6.8 3.8 0.89 0.63 1.32 5.1% -1.0% -3.5% 10% 10% 5%
NA CMBS Non-Agency CMBS (AAA) 2.75 10731 7.2 0.6 8.0 1.76 1.76 1.76 7.5% -7.0% -19.3% 0% 0% 5%
NA RMBS RMBS 30yr PT (AAA) 2.50 102.14 3.3 -3.5 4.3 0.80 1.87 2.18 0.7% -8.1% -23.1% 0% 0% 5%
CLO CLO AA 1.89 100.30 1.6 11.3 5.7 1.74 1.84 2.73 5.0% -0.6% -1.8% 0% 0% 10%
CLO CLO AAA 1.39 100.40 1.1 7.4 3.7 1.19 1.29 2.12 3.4% -0.6% -1.8% 0% 0% 10%
Municipal 10yr Taxable Muni 1.63 100.18 9.3 1.0 10.0 1.61 1.61 1.61 9.8% -8.9% -24.1% 5% 0% 5%
Municipal 15yr Taxable Muni 2.13 100.09 11.8 1.4 10.0 2.12 2.12 2.12 11.7% -11.0% -30.3% 0% 15% 5%
Municipal 20yr Taxable Muni 2.50 100.44 134 1.7 10.0 2.45 2.45 2.45 12.8% | -12.3% | -34.0% 0% 15% 5%
Corporate Syr Fixed Corp (Banks) 1.07 100.00 4.9 0.3 5.0 1.07 1.07 1.07 5.0% -4.8% -13.5% 0% 5% 0%
Corporate Community Bank Sub Debt (BBB) 0.05 100.00 4.4 0.0 5.0 3.25 3.25 3.25 4.5% -4.3% -12.3% 0% 0% 10%
Strategy 1 Purch. 2.32 104.96 3.9 -0.9 4.2 0.88 1.13 1.31 3.6% -4.5% -15.0%
Strategy 2 Purch. 2.44 103.99 6.3 0.0 5.8 1.27 1.48 1.66 6.1% -6.5% -19.9%
Strategy 3 Purch. 2.05 103.35 4.8 1.7 5.7 1.45 1.64 1.91 5.2% -5.0% -14.9%
Difference 2.22 496 3.9 -0.9 4.2 1.78 1.03 0.21 3.6% -4.5% -15.0%
Difference 2.34 399 6.3 0.0 5.8 2.17 1.38 0.56 6.1% -6.5% -19.9%
Difference 1.95 335 48 1.7 5.7 2.35 1.54 0.81 5.2% -5.0% -14.9%

STIFEL (1) Pricing provided by Stifel Fixed Income trading desk as of 7/30/2021 and may not represent executable level 30
(2) Analytics provided by ZM and The Yield Book



Spreads and Value: Tax Rate Sensitivity Analysis

. When conS|der|n_g mtrase_ctor relative value institutions must be Matrix of Tax-Exempt vs. Taxable Municipal Spreads
cognizant of the impact higher federal taxes may have on taxable
equivalent yields. 2% Coupon 3% Coupon 4% Coupon

* However, the proposed increase from 21% to 28% is unlikely to

make most tax-exempt municipals attractive vs. taxable |_FederalTaxRate | | FederalTaxRate | | FederalTaxRate |
alternatives. ACMBS still beats 3% coupon tax-exempts evenata
28% tax rate. (0.10) (0.08) (0.10) (0.09) (0.19) (0.18)
« Institutions must look to intermediate 2% coupon tax-exempts (019 (017) (0.12) (0.09) (0.19) (0.18)
(and accept significantly more duration) before exempts confer a (0.16) (0:12) (0.24) (0.10) {0.20) (0.16)
meaningful yield benefit vs. taxable munis (0.15) (0.08) (0.22) (0.17) (0.27) (0.22)
_ T _ " (0.16) (0.08) (0.28) (0.22) (0.32) (0.25)
» Higher coupon tax-exempts fail to pick-up yield vs. taxables, even (0.15) (0.05) (0.34) (0.26) (0.39) (0.32)
at a 28% tax rate. (0.17) (0.05) (0.40) (0.31) (0.47) (0.39)
(0.14) (0.02) (0.42) (0.31) (0.49) (0.39)
(0.05) 0.10 (0.42) (0.30) (0.53) (0.42)
3.00% 1 0.00 0.17 (0.41) (0.27) (0.54) (0.43)
,/" s 0.04 0.22 (0.41) (0.27) (0.56) (0.44)
. e < 0.08 0.27 (0.40) (0.25) (0.58) (0.45)
2.50% 1 = = 0.10 0.31 (0.39) (0.24) (0.61) (0.47)
0.13 0.34 (0.41) (0.24) (0.64) (0.50)
2 00% 4 0.13 0.35 (0.42) (0.25) (0.69) (0.55)
s 0.12 0.36 (0.26) (0.74) (0.60)
‘q:'; 0.12 0.36 (0.28) (0.79) (0.64)
T 150% - 0.13 0.38 (0.27) (0.67)
5 0.13 0.39 (0.26) (0.70)
g 0.19 0.45 (0.42) (0.22) (0.69)
2 1.00% A 0.24 0.51 (0.38) (0.18) (0.68)
% 0.28 0.55 (0.34) (0.12) (0.67)
~ ,’:,;, —===13% Cpn 0.32 0.60 (0.31) (0.09) (0.66)
0.50% - ’ ;’,/ - - 4% Cpn N 0.35 0.63 (0.28) (0.06) (0.66)
/;, ACMBS
0.00% +<2-% . . . .
0 5 10 15 20
Maturity

STIFEL Sources: Stifel; Bloomberg LP 31



Current Earnings Trends and Balance Sheet Sensitivity

Economic Commentary

Liability Rationalization

Excess Liquidity — Putting Cash to Work

Protecting TBV in Future Rate Environment — HTM Utilization / Hedging




HTM Utilization




Utilization of Held-to-Maturity (HTM)
.

« As banks purchase longer duration securities in order to achieve spread over cash, concerns that Other
Comprehensive Income (OCI) will be negatively impacted as prices decline in a rising rate environment
have led to increased consideration around the utilization of Held-to-Maturity (HTM) designation.

HTM Utilization

Pros:

« HTM transfers fully mitigate OCI volatility, meaning TBV and TCE protection can be achieved on the
existing portfolio.

* Net interest income is ultimately unchanged upon transfer, regardless of the future trajectory of rates.
That said, ASC 320 requires an institution to separately track gains/losses on securities transferred
into HTM and amortize those gains/losses over the security’s life, which introduces additional
accounting complexity.

Cons:

« HTM restricts an institution’s ability to execute portfolio optimization trades in response to future
events. Although there are eight “outs” to HTM, these are very narrow in scope and in practice larger
accounting firms are extremely strict about their use.

» Securities carried at amortized cost, including those transferred into HTM, are subject to CECL
requirements, which potentially introduces additional implicit and explicit costs.

STIFEL (1) Portfolio data provided by client as-of 2/28/21; Indicative pricing as-of 3/15/21 for SOFR swaps 34



HTM Data: Stifel PRA Data

» Based on a survey of 120 banks that routinely submitted portfolio data to our PRA system between Sept. 2020 and June
2021, the average % gain/loss in portfolios dropped from 2.72% on Dec. 2020 to 0.84% on March 2021 before rallying back
to 1.23% on June 2021. In aggregate, the ~1.50% decline in unrealized gains drove a 0.22% decline in TCE/TA.

Dec. 31, March 31, June 30, A Since

I . . . M H
nstitution Size etric 2020 2021 2021 Dec. 31st

>$10BN % Gain/Loss 2.99% 1.11% 1.46% (1.53%)
S Gain/Loss $89,013 $36,805 $50,253 (538,760)
TCE/ TA 9.62% 9.38% 9.43% (0.19%)
S5BN-$10BN % Gain/Loss 3.88% 1.69% 2.19% (1.70%)
S Gain/Loss $33,086 $11,819 $21,610 (511,476)
TCE/ TA 9.61% 9.32% 9.44% (0.16%)
S1BN-$5BN % Gain/Loss 2.75% 0.92% 1.29% (1.45%)
S Gain/Loss $13,404 $5,100 $8,296 (55,108)
TCE/TA 10.02% 9.70% 9.82% (0.20%)
S500MM-S1BN % Gain/Loss 2.48% 0.71% 0.94% (1.54%)
S Gain/Loss $3,228 $695 $1,490 (51,739)
TCE/ TA 10.13% 9.80% 9.89% (0.24%)
<$500MM % Gain/Loss 2.47% 0.52% 1.01% (1.46%)
S Gain/Loss $1,622 S444 $807 (5815)
TCE/TA 11.82% 11.42% 11.55% (0.27%)
Totals % Gain/Loss 2.72% 0.84% 1.23% (1.50%)
$ Gain/Loss $20,171 $7,898 $11,715 (58,456)
TCE/ TA 10.44% 10.11% 10.22% (0.22%)

* However, institutions with above-average (>20%) HTM utilization saw significantly smaller TCE/TA declines:

A TCE/ TA Since Sept. 30th

Institution Size March 31,
2021
0-20% HTM Utilization 0.01% (0.33%) (0.22%)
20-40% HTM Utilization 0.01% (0.22%) (0.16%) .
40-60% HTM Utilization 0.04% (0.11%) (0.09%)

STIFEL (1) Portfolio data and pricing provided by client as of 6/30/2021, Analytics provided by Bloomberg, The Yield Book and ZM 35

(2) Includes 120 banks for which Stifel analyzed a portfolio every quarter in the last year, TCE/TA data per S&P Global as of 6/30/2021



What happens when you transfer?
A

 What are the accounting implications when transferring a bond from AFS to HTM today?

Bond in HTM:

The security is transferred at fair value;
Bond in AFS: the bond’s carrying value is now the |-

market value on day of transfer L L L LR L EL R :
The impact of the new

Book Value: $1,000,000 (3100.00) The security is transferred at fair value; higher/lower carrying
cost is offset by an

1
1
1
1
1
y . . 1 -
Fair Value: _$1,050,000 ($105.00) the bond’s book yield is now the |-, ization/accretion of -
1
1
1
1
1
1
1

Par Amount: $1,000,000

Book Yield: 2.00% market yield on the day of transfer the gain/loss such that
overall income is

Lzl e o $50,000 unrealized gain is now “locked
Unrealized Gain/(Loss): $50,000 - in AOCI” and amortized over the -
remaining life through income

 What are the accounting implications when transferring a bond from HTM to AFS?

Bond in AFS:

The bond is transferred at fair value
- (106.00) and broken into two accounts; Bond in HTM:
LR ELEEEEELEELELED , | Book Value/Amortized Cost (104.75)

: Overall income remains : and Fair Value Adjustment (1.25)
= unchanged, and the Fair :

Value Adjustmentand = ) -
OCI component offset ~ =- Upon transfer, the bond’s book yield Fair Value: $1,060,000 ($106.00)

remains the same Book Yield: 1.00%

Par Amount: $1,000,000
Book Value: $1,047,500 ($104.75)

each other on day 1 and
as the value of the bond
changes over time

$12,500 unrealized gain is now Market Yield: 0.80%
“released into OCI”’; shareholder’'s - Unrealized Gain/(Loss): $12,500
equity will increase by this amount

STIFEL (1) Discussion above ignores taxes, DTA’s and DTL’s 36



FASB Proposes Last of Layer Hedging Expansion — HTM Reclass

* On May 5, the Financial Accounting Standards Board (FASB) released its proposed Accounting Standards
Update (ASU) entitled “Derivatives and Hedging (Topic 815) — Fair Value Hedging — Portfolio Layer Method.”

o Specifically, the current ‘single layer’ model would be expanded to ‘multiple layer’ hedge accounting model
according to board discussion

o This would expand the accounting model by allowing multiple swap tenors to hedge different durations of the
underlying portfolio compared to current method of only one swap size and tenor

— Using a multiple layer model would more closely align hedge accounting of entity’s risk management
activities which would then provide better information to financial statement users according to board
members

« HTM Reclassification Opportunity

 The proposed rule if finalized in its current form would also allow banks and financial institutions to reclassify debt
securities from held to maturity (HTM) to available for sale (AFS) in transition if the reclassified securities would
qualify for the portfolio layer method

“An entity would have the option to reclassify debt securities from held to maturity to available for sale in
transition if the debt securities would qualify for hedge accounting under the portfolio layer method. The
decision of which debt securities to reclassify should be made as of the date of adoption.”

» In order to “qualify for hedge accounting under the portfolio layer method”, the instruments have to be
“‘prepayable” per the GAAP definition

« The proposal had a 60 day comment period on the standard closed on July 5, 2021. FASB’s deliberation on a
potential final rule is forthcoming.

STIFEL (1) https://www.fasb.org/cs/ContentServer?c=FASBContent_C&cid=1176176446090&d=&pagename=FASB%2FFASBContent_C%Z2FActionAlertPage 37



Strategic Considerations around Utilizing HTM

Potential Strategies:

Place New Purchases in HTM

Assuming this rule is finalized in the latter portion of 2021, one might consider classifying today’s
purchases as HTM, with the potential optionality to reclassify those instruments back into AFS upon
implementation of this ruling if needed for liquidity or the need to take a gain/loss on sale.

This strategy would provide OCI protection in the interim within HTM, yet the potential to move out to AFS
later if needed.

n Move existing AFS securities into HTM

With the potential for rising rates, institutions have the opportunity to pick and choose which securities to
place in HTM, often focusing on the most volatile securities while considering CECL reserves and other
relevant factors.

Upon final rule adoption, one could reconsider the placement within HTM and move back to AFS if
needed.

“Release & lock in” potential gains: Move to HTM today, move to AFS upon final rule
adoption, and then move back to HTM

Consider the following scenario: Bonds are moved to HTM today, and in 6 months, the final rule is
adopted and those bonds have unrealized gains in them.

Upon final adoption, the bonds could be moved back into AFS, thereby “releasing those gains” into OCI.

Once the gains have been released, they could be “locked in” by placing back into HTM such that the
gain is frozen in OCI, and will amortize through income over the life of the bond, thereby boosting equity
position, OCI and TBV.

STIFEL (1) https://www.fasb.org/cs/ContentServer?c=FASBContent_C&cid=1176176446090&d=&pagename=FASB%2FFASBContent_C%Z2FActionAlertPage 38



Place New Purchases In HTM SAMPLE

» By definition, putting cash to work in the fixed income portfolio, even in more conservative cash deployment allocations, puts
additional tangible capital at risk and magnifies potential decline in ratios like TCE/TA and TBV per Share.

» In the generic example below, a $828mm AFS securities portfolio at a $4.5bn financial institution would see TCE/TA
deteriorate from 10.00% to 8.14% in an up-300 parallel rate shock. Deploying $113mm (10% of the base portfolio) in cash
into AFS securities would amplify the decline by an additional 0.41%.

+ At best, HTM utilization can only maintain current capital. However, allocating 100% of purchases into HTM effectively
provides free optionality to transfer the securities back upon adoption of FASB’s Portfolio Layer Hedging rules.

Current AFS Portfolio Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Market Value 911,117 868,635 828,227 788,614 750,019 712,999 677,947
Market Value Change $ 82,890 40,409 0 -39,613 -78,208 -115,228 -150,279
Market Value Change % 10.0% 4.9% 0.0% -4.8% -9.4% -13.9% -18.1%
Gain/Loss $ 94,878 52,397 11,988 -27,625 -66,220 -103,240 -138,291
Gain/Loss % 11.6% 6.4% 1.5% -3.4% -8.1% -12.6% -16.9%
10% Cash Deploy Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Market Value 126,622 119,911 104,651 96,164 80,793
Market Value Change $ 13,646 6,935 0 -8,325 -16,812 -24,830 -32,183
Market Value Change % 12.1% 6.1% 0.0% -7.4% -14.9% -22.0% -28.5%
100% AFS Allocation Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Market Value 1,037,739 988,546 941,203 893,265 846,183 801,145 758,740
Market Value Change $ 96,536 47,343 0 -47,938 -95,020 -140,058 -182,462
Market Value Change % 10.3% 5.0% 0.0% -5.1% -10.1% -14.9% -19.4%
TCE Analysis Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Current TCE Ratio 11.29% 10.63% 10.00% 9.37% 8.75% 8.14% 7.56%
100% AFS Allocation Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Pro Forma TCE Ratio 11.50% 10.74% | 10.00% 9.24% 8.47%  7.73% 7.02%
"BTCE Ratio After Cash Deploy (AFS) 0.21% 0.11% 0.00% (0.13%) (0.27%) (0.41%) (0.54%)
100% HTM Allocation Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Pro Forma TCE Ratio 11.29% 10.63% 10.00% 9.37% 8.75% 8.14% 7.56%
A TCE Ratio After Cash Deploy (HTM) 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

STIFEL '(7) After tax impact assumes a 21% marginal federal tax rate



El Move Existing AFS Securities into HTM SAMPLE

+ By implementing a joint approach that utilizes HTM on new purchases and transfers existing securities from AFS to HTM, a
bank can limit book value degradation.

» Securities should be selected to provide the most book value protection for the smallest notional put in HTM. Preference
should be given to instruments unlikely to be sold for qualitative considerations like CRA credit. Potential CECL concerns
should also be noted, but reserves on longer municipal securities have generally not been material.

 In the generic example below, transferring 10% of the AFS portfolio ($89mm) from AFS to HTM with a +300 px. vol. of 22%
“protects” $20.1mm in market value loss from hitting OCI. In turn, this preserves 0.33% TCE/TA in the +300 scenario.

Current AFS Portfolio Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Market Value 911,117 868,635 828,227 788,614 750,019 712,999 677,947
Market Value Change $ 82,890 40,409 0 -39,613 -78,208 -115,228 -150,279
Market Value Change % 10.0% 4.9% 0.0% -4.8% -9.4% -13.9% -18.1%
Gain/Loss $ 94,878 52,397 11,988 -27,625 -66,220 -103,240 -138,291
Gain/Loss % 11.6% 6.4% 1.5% -3.4% -8.1% -12.6% -16.9%
HTM Transfer Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Market Value 104,877 96,733 89,066 81,840 75,122 68,983 63,418
Market Value Change $ 15,811 7,667 | 0 I -7,226 -13,945 | -20,083 I -25,649
Market Value Change % 17.6% 8.6% 0.0% -8.1% -15.6% -22.4% -28.6%
Gain/Loss $ 15,273 7,129 -537 -7,763 -14,482 -20,621 -26,186
Gain/Loss % 17.0% 8.0% -0.6% -8.7% -16.2% -23.0% -29.2%
Resulting HTM Portfolio Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Market Value 445,295 417,310 390,601 364,729 340,144 317,457 296,730
Market Value Change $ 54,694 26,709 0 -25,872 -50,456 -73,144 -93,870
Market Value Change % 14.0% 6.8% 0.0% -6.6% -12.9% -18.7% -24.0%
Gain/Loss $ 56,483 28,497 1,788 -24,083 -48,668 -71,355 -92,082
Gain/Loss % 14.5% 7.3% 0.5% -6.2% -12.5% -18.4% -23.7%
Base TCE Analysis Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
TCE Ratio 11.29% 10.63% 10.00% 9.37% 8.75% 8.14% 7.56%
Post-Transfer TCE Analysis Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Pro Forma TCE Ratio 11.05% 10.51% 10.00% 9.49% 8.97% 8.47% 7.99%
A TCE Ratio After HTM Transfer (0.24%) (0.12%) |  0.00% | 0.12% 023% | 0.33% | 0.43%

STIFEL '(7) After tax impact assumes a 21% marginal federal tax rate



Bl Release and Lock: HTM-AFS-HTM Round Trip Transfer ~ SAMPLE

Institutions can take advantage of the pending FASB HTM transfer opportunity to “release and lock in” gains currently sitting idle in
held-to-maturity. The strategy is a three step process:
Step 1: Place all new purchases in HTM and evaluate legacy HTM positions in anticipation of the Portfolio Layer Method ASU.
Step 2: Upon Adoption of the ASU, transfer all securities at gains from HTM to AFS.
Step 3: Post-adoption, transfer those securities back from AFS to HTM.

Legacy HTM Portfolio /
2
<z) Unrealized Losses
Unrealized Gains
<
=
S
- HTM Bonds at Losses >
o 7))
= Unrealized Losses =
Q
3 z
< g
5 HTM Bonds at Gains
o
> Unrealized Gains <+—— “Release to OCI”

HTM Portfolio

Unrealized Losses /

/ Unrealized Gains / <+ “lL ock in OCI”

TAFS-to-HTM Transfer

STIFEL '(1) After tax impact assumes a 21% marginal federal tax rate 41



Bl Release and Lock: HTM-AFS-HTM Round Trip Transfer =~ SAMPLE

* In the generic example below, a $4.5bn institution with a $1.13bn securities portfolio split 85% AFS and 15% HTM has
$5.9mm in gains sitting idle in the held-to-maturity portfolio that are not additive to capital or TBV.

» Upon adoption of the portfolio layer hedging rule, the institution can transfer all prepayable securities out of HTM and into
AFS without penalty, thereby “releasing” the $5.9mm gain into OCI. This has the immediate impact of adding 0.09% to the
bank’s current TCE/TA ratio.

* Having released these gains, the bank can then “lock in” the additional capital and protect against higher rates by transferring
the securities back to HTM without penalty. Additional bonds can be added to HTM to increase the protection.

Current AFS Portfolio Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Market Value 911,117 868,635 828,227 788,614 750,019 712,999 677,947
Market Value Change $ 82,890 40,409 0 -39,613 -78,208 -115,228 -150,279
Market Value Change % 10.0% 4.9% 0.0% -4.8% -9.4% -13.9% -18.1%
Gain/Loss $ 94,878 52,397 11,988 -27,625 -66,220 -103,240 -138,291
Gain/Loss % 11.6% 6.4% 1.5% -3.4% -8.1% -12.6% -16.9%
Current HTM Portfolio Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Market Value 340,418 320,577 301,535 282,889 265,023 248,474 233,313
Market Value Change $ 38,884 19,042 0 -18,645 -36,512 -53,061 -68,222
Market Value Change % 12.9% 6.3% 0.0% -6.2% -12.1% -17.6% -22.6%
Gain/Loss $ 41,209 21,368 2,326 -16,320 -34,186 -50,735 -65,896
Gain/Loss % 13.8% 7.1% 0.8% -5.5% -11.4% -17.0% -22.0%
HTM-AFS-HTM Gains Transfer Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Market Value 209,138 197,991 187,273 176,547 166,181 156,396 147,332
Gain/Loss $ 27,801 16,654 -4,790 -15,156 -24,941 -34,005
Gain/Loss % 15.3% 9.2% 3.3% -2.6% -8.4% -13.8% -18.8%
Base TCE Analysis Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
TCE Ratio 11.29% 10.63% 10.00% 9.37% 8.75% 8.14% 7.56%
TCE Analysis Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Pro Forma TCE Ratio 11.38% 10.73% 10.09% 9.46% 8.84% 8.24% 7.66%
A TCE Ratio After HTM Transfer 0.09% 0.09% | 0.09% | 0.10% 0.10% | 0.10% | 0.10%
1 | |

STIFEL '(7) After tax impact assumes a 21% marginal federal tax rate 42



CECL Consideration

» ASU 2016-13 Current Expected Credit Losses (CECL) applies to all instruments carried at
amortized cost, including securities designated as held-to-maturity.

» By definition, this imposes both implicit and explicit costs on HTM transfers. These cost
should be weighed with accounting, margin, and liquidity considerations, but are generally not
a material concern.

* Mining 2Q2021 data from Stifel's CECL-for-HTM platform suggests that for investment grade
general obligation municipal securities the implicit reserve costs are generally immaterial for
Aa1-Aa3 rated bonds and manageable for A1-A3 rated securities. Furthermore, a syndicate
solution like Stifel’s can help defray the explicit administrative costs.

STIFEL 43



Portfolio Hedging




Executive Summary

Portfolio Hedging SAMPLE

Portfolio hedging — strategy overview

» A pay fixed/receive floating interest rate swap can be overlaid against existing AFS securities exposures to protect
a portion of the current unrealized gain against a potential rising or steepening rate environment

» Spot or deferred starting hedge structures that hedge a portion of the overall exposure can qualify for partial term
fair value hedge accounting, essentially removing a portion of the variability from OCI going forward

In the following slides, a hedge proposal is presented for ~177mm aggregate notional of 2y deferred starting
structures, which protect against losses in rates up on long Municipals and ACMBS

~177mm notional amounts was determined after reviewing the portfolio at the CUSIP level for positions that are
optimal hedge candidates

* AFS, no ERPs, no housing bonds with uncertain amortization, targeting longer municipals and largest % change
in +300 scenario

« Example: 4.5b assets, 10.00% TCE ratio, 828mm AFS portfolio with -4.8% +100 px risk
— Proposed hedge structure: 177mm notional, in 2y for 5.5y (weighted average structure)

— 177mm securities before hedge: 1.88% fixed yield, -20.9% price risk in +300

— 177mm securities after hedge: fixed yield of 1.88% for two years, then floating yield of SOFR + 78 basis points (up to
earlier of call date/ defeasance maintenance window or maturity date/10y), -8.4% price risk in +300

(1) Indicative pricing as of 7/26/21 for SOFR swaps
S (2) Deferred Start in 2y for 5.5y is the weighted average structure;
TIFEL (3) Information presented above regarding interest rate derivatives is considered general and factual. Please see further disclosures on the last page of this presentation.
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Proposed Hedging Strategies- Deferred Start in 2y for 5.5y sAMPLE
Resulting TBV Protection and Portfolio Duration Offset

« Tables below outline the protection offered by the hedging strategy, at AFS portfolio and total balance sheet
levels. As shown, the $177m hedge provides 14bps of TCE/TA protection in +100 and 40bps of protection in
the +300 scenario.

AFS Portfolio Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400

Market Value 911,117 868,635 828,227 788,614 750,019 712,999 677,947
Market Value Change $ 82,890 40,409 0 -39,613 -78,208 -115,228 -150,279
Market Value Change % 10.0% 4.9% 0.0% | -4.8% -9.4% -13.9% -18.1%
Gain/Loss $ 94,878 52,397 11,988 -27,625 -66,220 -103,240 -138,291
Gain/Loss % 11.6% 6.4% 1.5% -3.4% -8.1% -12.6% -16.9%
Hedging Proposal Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Hedge -20,768 -9,885 0 8,966 17,087 24,431 31,060
Resulting Market Value Change $ 62,123 30,524 0 -30,647 -61,120 -90,797 -119,219
Resulting Market Value Change % 7.5% 3.7% 0.0% | -3.7% -7.4% -11.0% -14.4%
Resulting Gain/Loss $ 74,111 42,512 11,988 -18,659 -49,132 -78,809 -107,231
Resulting Gain/Loss % 9.1% 5.2% 1.5% -2.3% -6.0% -9.7% -13.1%
Offset Ratio 25.1% 24.5% 0.0% 22.6% 21.8% 21.2% 20.7%
TCE Analysis Dn 200 Dn 100 Base Up 100 Up 200 Up 300 Up 400
Base TCE Ratio 11.29% 10.63% 10.00% 9.37% 8.75% 8.14% 7.56%
Hedge Impact (After Tax) -16,407 -7,809 0 7,083 13,499 19,300 24,537
Resulting TCE Ratio 10.97% 10.48% 10.00% 9.51% 9.02% 8.54% 8.08%
A TCE Ratio After Hedge (0.32%) (0.15%) 0.00% | 0.14% | 0.28% | 0.40% | 0.51%
L | |

(1) Indicative pricing as of 7/26/21 for SOFR swaps
(2) Deferred Start in 2y for 5.5y is the weighted average structure;
(3) Information presented above regarding interest rate derivatives is considered general and factual. Please see further disclosures on the last page of this presentation.
(4) Current balance sheet information sourced from S&P Global Intelligence, as of 1921 for sample institution
STIFEL (5) After tax assuming a 21% marginal federal tax rate 46



Pros vs Cons of HTM Transfer and Portfolio Hedging
.

TBV and TCE protection can be accomplished on the existing portfolio via two mechanisms: a portfolio hedging
strategy or a transfer from available-for-sale (AFS) into held-to-maturity (HTM). A similar level of protection can be
accomplished by either method, but each comes with a unique set of benefits and drawbacks.

HTM Transfer Portfolio Hedging

Pros:

HTM transfers fully mitigate OCI volatility, meaning a smaller
overall strategy is required to accomplish a given level of TBV
protection vs. portfolio hedging.

Income is ultimately unchanged vs. AFS regardless of the future
trajectory of rates. That said, FAS 115 requires an institution to
separately track gains/losses on securities transferred into HTM
and amortize those gains/losses over the security’s life, which
introduces additional accounting complexity.

Cons:

HTM severely restricts an institution’s ability to execute portfolio
optimization trades in response to future events. Although there
are eight “outs” to HTM, these are very narrow in scope and in
practice larger accounting firms are extremely strict about their
use.

Securities carried at amortized cost, including those transferred
into HTM, are subject to CECL requirements, which potentially
introduces additional implicit and explicit costs.

Pros:

* Unlike HTM transfers, which are binary on each line-item,
hedging structures can be customized line-by-line to fit each
institution’s objectives.

» Swaps can be unwound, so portfolio hedges are less far less
restrictive than HTM transfers.

* While the ultimate yield/income impact is contingent on future
rate moves, the potential exists for income appreciation in rates-
up scenarios.

Cons:

» Because price volatility is only partially mitigated with partial
term hedges, larger notional amounts are required to achieve
the same level of OCI protection vs. HTM transfers. However,
complexity is capped by shortcut accounting treatment.

* Not all items qualify for hedging or shortcut hedge accounting
treatment, putting a practical cap on the amount of TBV
protection that can be accomplished in any given portfolio.

A blended approach of HTM utilization and hedging strategies could ultimately provide the optimal result

STIFEL (1) Information presented above regarding interest rate derivatives is considered general and factual. Please see further disclosures on the last page of this presentation.
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The information contained herein has been prepared from sources believed reliable but is not guaranteed by Stifel and is not a complete summary or
statement of all available data, nor is it to be construed as an offer to buy or sell any securities referred to herein. Opinions expressed are subject to
change without notice and do not take into account the particular investment objectives, financial situation or needs of investors. Employees of Stifel or its
affiliates may, at times, release written or oral commentary, technical analysis or trading strategies that differ from the opinions expressed within. No
investments or services mentioned are available to “private customers” in the European Economic Area or to anyone in Canada other than a “Designated
Institution”.

Stifel and/or its employees involved in the preparation or the issuance of this communication may have positions in the securities or options of the issuer/s
discussed or recommended herein. Securities identified herein are subject to availability and changes in price. Stifel is a multi-disciplined financial services
firm that regularly seeks investment banking assignments and compensation from issuers for services including, but not limited to, acting as an
underwriter in an offering or financial advisor in a merger or acquisition, or serving as a placement agent in private transactions. Moreover, Stifel and its
affiliates and their respective shareholders, directors, officers and/or employees, may from time to time have long or short positions in such securities or in
options or other derivative instruments based thereon.

Readers of this report should assume that Stifel or one of its affiliates is seeking or will seek investment banking and/or other business relationships with
the issuer or issuers, or borrower or borrowers, mentioned in this report. Stifel's Fixed Income Capital Markets research and strategy analysts (“FICM
Analysts”) are not compensated directly or indirectly based on specific investment banking services transactions with the borrower or borrowers mentioned
in this report or on FICM Analyst specific recommendations or views (whether or not contained in this or any other Stifel report), nor are FICM Analysts
supervised by Stifel investment banking personnel; FICM Analysts receive compensation, however, based on the profitability of both Stifel (which includes
investment banking) and Stifel's Fixed Income Capital Markets. The views, if any, expressed by FICM Analysts herein accurately reflect their personal
professional views about subject securities and borrowers. For additional information on investment risks (including, but not limited to, market risks, credit
ratings and specific securities provisions), contact your Stifel Nicolaus financial advisor or salesperson.

High yield fixed income securities, or fixed income securities that don’t have credit ratings from nationally recognized statistical rating organizations, may
be subject to greater fluctuations in price and greater risk of loss of income and principal, due to greater potential default risk by the associated borrowers
than fixed income securities that have investment grade credit ratings from the nationally recognized statistical rating organizations.

Yields appearing on the Portfolio Holdings Report and Portfolio Inventory Report are Yield to Worst (YTW). (YTW is the lowest Internal Rate of Return
based on calculation of yield to call for all possible call dates and the yield to maturity.

For additional information on investment risks (including but not limited to, market/credit risks, credit ratings and specific securities provisions), contacts
your Stifel Fixed Income representative.

© 2021 Stifel, Nicolaus & Company, Incorporated, One South Street, Baltimore, MD 21202. All rights reserved.
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