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The Return to Normalcy

Are we already there'and don't know it?
Is it still a ways off?
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Disclaimer

This information is intended for institutional investors only.

The material provided in this document/presentation is for informational
purposes only and is intended solely for private use. Past performance is
not indicative of future results. This material is not intended as an offer
or solicitation for the purchase or sale of any financial instruments.

* Not FDIC Insured < No Bank Guarantee < May Lose Value
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Overview

» A look back on the current cycle

» Current market threats and opportunities
»Fed Outlook

»Bank Balance Sheets

»How to position the bond portfolio
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The past few years...

U.S. Treasury Curve

M 5Y 10%
812372021 8/23/2020 8232019

Source: Bloomberg, L.P.

€D COUNTRY CLUB BANK

CAPITAL MARKETS GROUP



Vaxwell ¥y

@ AWa k=

My fall plans The delta variant

funne(llnu To Amer!‘u Onkine...

€D COUNTRY CLUB BANK
CAPITAL MARKETS GROUP




Yield To Maturity J/ Yield To Call
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Impacts on our market

»Delta Variant

»Herd Immunity

»U.S. Debt

»Fed Bond Buying and Tapering
»Jobs: Unemployment and Job Growth
» Inflation (CPI)
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EUROPEAN OUT-OF-OFFICE:
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Yellen endorses Powell for another term

\ |
Source: US Federal Reserve | Reuters
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The Zoom’s continue
Jackson Hole Fed Meeting

Now Virtual This Week

How and when will they begin to wind
down the multi-phased Quantitative Easing
bond-buying program?

Stay tuned Friday for a word from Powell
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July 28, 2021 June 16, 2021

Reading between
the (yellow) lines...
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balanCD Rates

Indicative CD Pricing as of 08/23/2021

Fixed Rate Pricing Fixed Rate Callable Step-Up Callable
TERM _UGGESTED TOTAL COS _TREASURY LIBOR-SWA _ 3Year |
3 MO 0L10% - 015% 0.05% 0.13% 2YR 0.35% - 0.55% YR L: NfA
4 MO 0L10% - 015% 0.05% 0.14% 30 MO 0.45% - 0.65% YR Z: NSA
& MO 0.15% - 0.20% 0.04% 0.15% 3YR 0.50% - 0.80% YR 3 NSA
9 MO 0.15% - 0.20% 0.05% 0.16% 42 MO 0.55% - 0.85%
1YR 0.15% - 0.25% 0.06% 0.17% 4YR 0.65% -  0.90%
15 MO 020% -  0.30% 0.09% 0.20% 54 MO 0L.75% - 1.0 YR 1: NSA
18 MO 025% - 0.35% 0.15% 0.24% 3YR 0.80% - 1.10% YR 2. NSA
2YR 030% -  0.45% 0.23% 0.32% 53 YR 0.95% - 1.15% YR 3 NSA
30 MO 0.40% -  0.55% 0.34% 0.43% B YR 1.05% - 1.25% YR 4. NSA
3YR 0.45% - 0.60% 0.45% 0.55% 7YR 1.20% - 1.50%
42M0 0.50% - 0U65% 0.563 0.643% BYR 140% - 1.60% SYear
4 YR 0.55% - 0.BOD% 0.663% 0.73% 9YR 1.50%: - 1.70% YR 1. NfA
54 MO 0.65% - 0.B5% 0.74% 0.80%: 10 YR 1L60% - 1.80% YR Z: NfA
5YR 0.70% - 0.95% 0.79% 0.87% 12 YR 1.75% - 1.90% YR 3 NfA
5.5 YR 0.85% - L15% 0.863% 0.93% 15 YR 1.85% - 2.00% YR & NSA
BYR 1o0% - 1.25% 0.943% 0.99% 20 YR 210% - 2.30% YR 5 NSA
71YR 1.10% - 1.30% 1.06% 1.08% 25 YR 2.15% - 2.35%
BYR 1.35% - 1.50% 1.12% 1.16% 30 YR 2200 - 2.35%
9YR 1.45% - 1.55% 1.21% 1.22% N B bank hofas the el aptian
10 YR 1.55% - 1.65% 1.27% 1.28% “Lock gt periaas vdre and ean fe

Abooes foevels represonl Best offarts and are sulifect ta change stractured 3cocardiilg fa banks "nesds o )
Indications only / Subject to change
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Loan / Deposit Ratios Have Not Retreated

FRED = Loans and Leases in Bank Credit, All Commercial Banks/Deposits, All Commercial Banks

Bil. of LIS, $/Bil. of LL5. %

Source: Board of Governors of the Federal Reserve Systemn (US) fred.stlouisfed.org
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Implementing / Revising Strategies

»Barbell

»Ladder

»Yield Targeting

» Duration Targeting

Important in any strategy: Credit Quality
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Opportunities Along the Curve

US Treasury Curve
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Maturity

Treasuries

Yield Comparison
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Source: Bloomberg, L.P.

Indications only / Subject to change

Priced as of 8/24/21
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MBS Sector Analysis
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Components of a Yield Table

[FN AL9994 Mige [+] Actions ~ | Export - | Settings | Yield Table
100% FNCI 2.5 M 2.983(120)52 CUSIP 3138ESC39 [Poo. Level|/ As of 03/2021]-|
3/2021 310P 18.6C|0.0B |Traits CI, Super, 30/360 [Coupon 2 5% Haturity 4/1/320Tx sipo17 %%
Mo 282 169 |0.0 |03/01/2017 135,187 208|LTV/HLTV V_ 57/4dAccrual  4/1-4/30jMI 73 p016  91%
6Mo 283 17.3 |0.8 | 03/25/2021 66,750,111 |MAXLS 110,000|Next Pay  5/25/21f0H 732015 0%
12Mo 249 149 |-- | Factor 0.49376023 |WAOLS 83 873 L 6%
fe 214 10.2 -- | #Loans 2,665 |
Settle |04/19/21||| +300 MED|  +200 MED| +100 MEL OMED| -100 MED| -200 MED| -300 MED] |
Vary 0 151 PSﬂ.L 167 PSA 154 PSP | 274 PSA 446 PSA@I 588 PSA 633 PSA|
| Scenario
Price 105-10| 1.0615 1.0200 0.9487 0.7205 0.1530 -0.4026 -0.5966 >_A“a|V5i5
- (-300 to +300)
Avg Life 3.92 381 3.67 313 2.4 1.87 175
Mod Duration 3.74 3.64 3.4 3.04 2.32 1.88 177
Prin Win _ Date|~| | 5/21-3/31 5/21-3/31] 5/21-3/3) 5/21-3/31) 5/21-3/31| 5/21-3/31] 5/21-3/31
! I Spread|- 43 42 4] 32 -8 -55 -73] |
Mar2l Feb Jan Dec MNov Oct Sep Aug Jul Jun May Apr|AGOVT(I} 6M 1Y 2Y 3Y  BY 7Y 10Y  30¥
310P 230 303 250 314 313 238 232 209 250 160 148 0.03 0.05 0.16 0.35 0.94 141 173 2.39
18.6C 13.8 18.2 15.0 18.9 19.1 143 13.9 125 150 10.1 8.9)|Disc [30/360 |- 3Y 99-22% 5Y 99-02%

Source for Screen: Bloomberg, L.P.
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Municipal Credit Checklist

lowa Great Lakes Sanitary District
= »~ Bank Qualified Unlimited General Obligation
= v"Aa2 Underlying Rating
= v Actual Value: $4 469 085 809
| = v Assessed Value: $2 640,993 992
= v Direct Debt to Actual: 0.43%
@' ALy L L, = .~ Direct Debt to Assessed: 3.72%
phasi = v D&O Debt to Actual: 0.73%
= v D&O Debt to Assessed: 2.20%
= v Population: 12,000
= v Direct Debt Per Capita: $1,614
= v D&O Debt Per Capita: $8,192
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Comments from the trading desk

“One thing | think people o Municipal Market Facts:
need to be out in front of LOOK for positive risk reward . Cusips outstanding:
is coupon drift. Ifrates ~ CONVeXity pools such as 15yr 1.5% ~1 million

200k max loan size (minimal payup vs

do rise the average _
TBA but much better performance if

Average daily trade volume:

coupon on Pl [t rates were to fail vs generic collateral) ~$12.4 billion
drifted even lower and j A ber of dailv trades:
your MTM loss could be worse than The last week has been a pretty = Average hUmber ot datly trades.
standpoint with lower coupon, more talked about event is tapering Banks own 12% of municipal
options short on duration side or get opinions. | will say one thing that gy sen prET

ing like ki b | think ted earlier but "0
something like kicker muni’s if you INK Was expectea earlier bu THEM & NOW
are going to go out longer duration.” less so now was to have an In 1945, there was less than $20 billion of

- _ ~announcement of something at municipal debt outstanding.
Tip: Make sure you are getting paid Jackson Hole. | am in the camp In 1960, there was $66 billion of

for premium risk. : : - municipal debt outstanding.
Ex. 15yr 1.5% vs 15yr 2%. it ey | et el e In 1981, there was $361 billion of

: : off to next year but | think the - .
The 2% coupon is actually projected y municipal debt outstanding.
t a lower vield than 15vr 1.5% and consensus is now for sure not Today, investors hold approximately $3.9
2 4 yr- until the end of the year." trillion of municipal debt.

more premium on 15yr 2%.
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I’m so sorry I’m late, the traffic
was crazy...

The traffic:

STARBUCKS}

THRU
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"Sometimes | just want it to stop. Talk of COVID,
looting, brutality. | lose my way. | become
convinced that this "new normal" is real life. Then |
meet an 87-year-old who talks of living through
polio, diphtheria, Vietham protests and yet is still
enchanted with life.

He seemed surprised when | said that 2020 must
be especially challenging for him. "No," he said
slowly, looking me straight in the eyes. "l learned a
long time ago to not see the world through the
printed headlines, | see the world through the
people that surround me. | see the world with the
realization that we love big. Therefore, | just choose
to write my own headlines:

"Husband loves wife today." "Family drops
everything to come to Grandma's bedside." He
patted my hand. "Old man makes new friend."

His words collide with my worries, freeing them
from the tether | had been holding tight. They float
away. | am left with a renewed spirit and a new way
to write my own headlines."

Story by Andy Stanley. ﬁ)@CUUNTRY CLUB BANK
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Contact:

Natalie Regan,
Investment Officer
Country Club Bank,
Capital Markets Group
(816) 751-1482

for Participating!
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