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AND THEN

SUDDENLY

Greatest Level of Liquidity Surge in “Banking” History

..... Including
NIM / ROA
Liquidity Management

Interest Rate Risk Measurement
Capital Management
Deposit Analytics
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D-C-G Pandemic’s Impact? Don’t Fly Blind

S How Comfortable Are You With Your “New” Risk Profile? & What’s Ahead?

© 2021 Darling Consulting Group, Inc. Page 3



Benchmark Scenarios

Understand Your Interest Rate Risk Profile

YEAR 1

Non-ParaI[eI Rate Scenarios
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Liability S:Iénsitive

Base Simulation as of 03/31/2021

Quarterly Net Interest Income (NIl) Projections.
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Flat & Falling Rates Problematic

Listen to Your Balance Sheet: Leads to Effective Strategy Discussion

Few Fls Lack Fixed Rate Capacity

“Matched Funding” a Myth

Biases “Get in the Way”

Base Simulation as of 03/31/2021
Quarterly Net Interest Income (NII) Projections
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Asset Sensitive

Base Simulation as of 03/31/2021
Quarterly Net Interest Income (NII) Projections
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DCG Focus on Plausible Scenarios — How to Fill the Hole?

DARLING CONSULTING GROUP

Impact of Delayed Rising Rate Scenarios

Alternative Flat Up 200BP Scenario
CQuarterly Met Interest Income (M) Projections Quarterly Met Interest Income (M) Projections
10.350
YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5

YEAR 1 YEAR 2 YEAR 3

YEAR 4 YEAR 5

2 Year Delay/Up 200BP Parallel Ramp
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< Delayed Up 200BP () Up 2008P Base ik Delayed Flat Up 200BP Flat Up 2 00BP Base
YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
DELAYED UP 200BP 32,668 29 887 29,853 31,582 33,910 DELAYED FLAT UP 32,668 29 887 29,635 30,680 32,397
33,450 33,263 34,506 35,031 37460 i
BRGE: 32,668 29,886 29,253 28,654 28,363 FLAT UP 200BP 33,287 32,582 33,542 34,592 35,858
s 32,668 29,886 29,253 28 654 28,363
1. In the Delayed Up 200BP scenario. market rate movements are delayed 24 months and ramp up Z008P in year three.

2. In the Delayed Flat Up 200BP scenario. market rate movements are delayed Z4 months and ramp up in year three.
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"‘CHANGE THE, CONVERSATION
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6 Key Things for Your Next ALCO Meeting
> Quantify Your Embedded NIl Pressure

> Change the Conversation on Loan Pricing

Interest > Do Your Homework on “Deposit Surge” &

Rates Determine How Much $§ Comfortable “Putting to Work”
On the Rise?

o > Quantify Your Capacity for Fixed-Rate Assets

> Look at Asset Strategies Through a Different Lens

> Set the Tone for Deposit Strategy...Now and the “Next Cycle”

© 2021 Darling Consulting Group, Inc. Page 8 ‘
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xt ALCO Meeting

> Quantify Your Embedded NIl Pressure

6 Key Things for Your Ne
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NIl Challenge: Key ALCO Discussion

Base Simulation as of 06/30/2021

Monthly Nat Intarest Income [NII) Projections
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22-‘23 NIl levels
expected to feel pressure

Base Simulation as of 06/30/2021

Monthly Net Interest Income (NII) Projections i
YEAR 1 YEAR 2 .
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+ 9% assets

2 $3OMM Loan Growth (@ 3.5% spread)

+ 3.7% loan growth “today”
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How Much Volume Needed to Break Even?

Runoff Balance

Originations ——Runoff Rate —0Origination Rate

Jul-21 - Oct-21 - Jan-22 -
Apr-21 May-21 Jun-21 Sep-21 Dec-21 Mar-22
Loan Runoff Replacement Analysis
Non-PPP Loan Portfolio Runoff
Balance 222,814 158,712 159,095 342,701 319,750 301,664
Rate 4.24 3.97 4.37 4.38 4.34 4.52
r Loan Originations Required to Maintain Current Income
Balance : 261,747 177,784 195,145 429,125 399,588 375,621
Cumulative Balance 1 261,747 439,530 634,676 1,063,801 1,463,389 1,839,010
Rate : 3.75 3.75 3.75 3.75 3.75 3.75
Cumulative Annualized 1
Growth Rate %2 : 9.3 6.9 7.5 7.2 6.9 6.7
Loan Runoff Replacement
300,000 5.00
" —— 4.50
250,000 ——SS————— 4.00
200,000 | 3.50
3.00
150,000 — — — 2.50
2.00
100,000 — — — — — — ——— — —— - —1 150
50,000 — — — — — — — — — — — — 1.00
0.50
0 0.00
Apr-21  May-21  Jun-21 Jul-21 Aug-21 Sep-21  Oct-21  Nov-21 Dec-21 Jan-22  Feb-22 Mar-22

© 2021 Darling Consulting Group, Inc.

Framing “The Real Issue”

4-6% Loan Growth

“For Revenue Neutral”
(Net Annual Growth Needed for Most Banks)

Page 11 ‘
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GENDA
6 Key Things for Your Next ALCO Meeting
> Quantify Your Embedded NIl Pressure

> Change the Conversation on Loan Pricing

© 2021 Darling Consulting Group, Inc. Page 12 ‘



DCG Pricing...What’s Driving “the Market”?

DARLING CONSULTING GROUP

¢ Core Margins Under Pressure

¢ 2022 Earnings Concerns Are Real

¢ FlI’'s More Comfortable With Credit Outlook
¢ Opportunity Cost of Cash (No End in Sight)
¢ Accepting Lower Spreads...

Importance of Focusing on “Spread”
(Don’t Let Absolute Rate Levels Drive Conversation)

Set The Tone and Parameters for
“How Low Will We Go?”

© 2021 Darling Consulting Group, Inc. Page 13 ‘



DCG Reality Check on CRE Loan Pricing

DARLING CONSULTING GROUP

5Y CRE Deals
0,
Friday, September 17, 2021 FHLB 5Y rate @ 1.10% /1-|- d ”
1im LIBOR Swap Rates PRIME Swap Rates O a y
Amortization Period Amortization Period C l ' l l’ ' l Iy A d
Term Bullet
0 | 15 | >0 | 55 | 30 Term Bullet 0 I 5 | >0 | 55 I 30 O O n ro u n
1 0.13% 0.13% 0.13% 0.13% 0.13% 0.13% 1 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% o 0
2 0.29% 0.28% 0.28% 0.28% 0.29% 0.29% 2 3.388¢ 3.37% 3380 3.38% 3.38% 3.38% 3.50 /0_3.75 /0
3 0.51% 0.48% 0.50% 0.50% 0.50% 0.51% 3 3.58% 3.56% 3.57% 3.57% 3.58% 3.58%
a 0.71% 0.65% 0.68% 0.69%  0.69% 0.70% a4 sl 37w 374w 375 % 3.76% P
5 0.86% 0.78% 0.82% 0.83% 0.84%) 0.85% [ 3.929% 3.84% 3889 3.89% 3.91% (Many MarkEts More AggreSS|VE)
7 1.08% 0.93% 1.01% 1.03% 1.05% 06 7 4.13% 3.99% 4.06% 4.09% 4.10% 4.11%
10 1.27% 0.98% 1.15% 1.20% 1.23% 0 1.24% 10 4.30% 4.04% 4,199 4.24% A 76%  4.28%
11 1.31% 1.18% 1.24% 1.27% 1.28% 19 4.349% 4.2 A4.279% A.30% 4.31%
12 1.35% 1.19% 1.27% 1.30% 1.31% 12 4.37% 4,239 4,300 A4.32%  4.349%
13 1.38% 1.20%  1.29%  1.32% 1.34% 13 Al 4.24%  431%  435% 4.36%
14 1.41% 1.20% 1.30% 1.35% 1.37% 14 4.42%, 4248 4.33% 4.36% 4.38%
15 1.43% 1.19% 1.32% 1.36% 1.39% 15 4.44% 42384 4.34% A4.38% 4.405%
a0 1.52% 131% 140k 144% 20 4.50% 433%  441% 4.45%
25 1.52% 1.38%  1.44% 35 4518 4.39% 4.44%
30 1.52% 1.43% 20 4505 4.43%

NOTE ON “LARGE” BANK PRICING

Pre-COVID @ 4.25-4.50% “Today” @ 3.50%-3.75%

FHLB+ 235 to 260bp FHLB+ 240 to 265bp Crazy @ +/-3.00%?
They Focus on Spread

Prime  -30to -5bp Prime  -40to-15p (In a World Used to 175-200)

© 2021 Darling Consulting Group, Inc. Page 14 ‘
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Historical CRE Loan Volume/Rate/Spread

DARLING CONSULTING GROUP

Quarterly Average CRE Loan Origination Rates vs LIBOR 5 Year

60,000 1.00
50,000 6.00
5.00
40,000
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0 0.00
a 1 B A% B AD ] A2 "9 ] o ) o a0 A A A
o o o o o 0 o o o o 2 Sia e 2 Sid oid 13
\Q G e G G * e G G G G G " 1% G G \a
o \\\"’“ o o oft \\f”“ A o oft \\f”“ N o i \'\f”“ A o ek
e § Originated ———Coupon ~——LIBOR 5Year =———Spread
873172017 11/30/2017  2/28/2018  5/31/2018 8/31/2018 11/30/2018  2/28/2010  5/31/2019 8/31/2010 11/30/2019  2/20/2020  5/31/2020  8/31/2020 1173072020 27282021 5731420217 873172021
$ Originated 7,005 4,724 16,169 10,406 13,235 6,765 4,743 11,326 8,601 14365 5595 o8 _ _aasel _ 27sed | _1a762 _ InleT 51992
Coupon 4.06 4.87 481 5.19 5.07 575 5.53 543 486 5.00 4.44 4.40 3.03 343 3.85 3.28 251
L o e - —— -
LIBOR § Year 87201 245 284 291 _ 309 2.66 2.34 1.69 154 153 051 0.34 040 054 093 087
Spread 3.09 2.86 2.36 2.35 2.1 2.66 2.897 3.08 3.17 3.46 2.91 3.89 3.59 3.04 | 2.95 2.64

Importance of Focusing on “Spread”
(Don’t Let Absolute Rate Levels Drive Conversation)

Set The Tone and Parameters for
“How Low Will We Go?”

© 2021 Darling Consulting Group, Inc.
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6 Key Things for Your Next ALCO Meeting
> Quantify Your Embedded NIl Pressure

> Change the Conversation on Loan Pricing

> Do Your Homework on “Deposit Surge” &
Determine How Much S Comfortable “Putting to Work”

© 2021 Darling Consulting Group, Inc. Page 16 ‘



DCG What’s My “Real” Liquidity Position?

DARLING CONSULTING GROUP P a St, P rese nt & F u t ure

¢ The Past (Pre-COVID):

» Accelerating liquidity concerns

» The importance of details for effective deposit strategy, for example
B Granularity: by market, location, product, customer, etc.
" Behavior patterns
" Importance of migration analysis vs. undue focus on “net growth”

¢ The Present:

» Greatest level of deposit surge in history of banking

» Turned deposit analytics, risk measurement, liquidity management on its head

¢ The “Future”:
» Liquidity will dissipate...it always does...Q: how much and in what manner?

» Data: Shed light on what need to know vs. “confirm” what believe know

© 2021 Darling Consulting Group, Inc. Page 17 ‘
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D-C-G First Step: Identify & Examine Surge Sources

DARLING CONSULTING GROUP

Raw Materials Inventory Management

1. Segment New Accounts vs. Existing Accounts

2. Breakout Business vs. Consumer

3. Identify Notably Atypical Growth Patterns / Balance Concentrations

4. Start With the Largest Balances / Inflows

© 2021 Darling Consulting Group, Inc. Page 19 ‘



D-C-G
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Relationship
Balances:
<S25k

Relationship Concentration

Relationship
Balances:
$25k - $100k

Relationship Concentration

Relationship
Balances:
$250k - S1IM

Relationship Concentration

Source: Deposits360°®

© 2021 Darling Consulting Group, Inc.

Average Balance Trends by Tier
Deeper Dive: Likely Surge “Hiding Places”

Retail Business Total
Relationship Tier |Balance (M) |% of Growth |Balance (M) |% of Growth |Balance (M) |% of Growth
0-25K S 25 15%; $ 7 2%| S 32 6%
25K-100K S 34 20%| $ 22 6%| S 56 10%
100K-250K S 27 16%| S 41 11%| S 70 13%
250K-1M S 31 18%| S 97 26%) S 128 23%
1M+ S 54 31%; S 213 56%1 S 266 48%
Total $ 172 100%| $ 380 100%| $ 552 100%

LEE Business Total
Relationship Tier |Balance (M) |% of Growth |Balance (M) |% of Growth |Balance (M) |% of Growth
0-25K s 29 4%| S 2 1%| $ 31 3%
25K-100K S 91 13%| S 16 4% S 107 10%
100K-250K S 94 13%| S 42 11%| S 136 12%
250K-1M $ w7 31%| $ 139 35%| $ 356 32%
1VH S 270 38%) $ 197 50%! $ 467 43%
Total $ 701 100%| $ 397 100%| $ 1,098 100%

Page 20 ‘




DCG Understanding Growth Rates Since COVID19

DARLING CONSULTING GROUP “Indust ry" vs The Bank

Cross-Institution Analytics

Deposit Rates | Inflow/Outflow  Balance Trand Manthly [Preview] =
Savings Bank - Wakefield Deposits360°8 Banks
2 000w — 2 00am —
1 500N 1 500
% 1 000 é 1 000M
& &
SO0M S00M
o o
May '20 Sep 20 Jan'21 May 21 May '20 Sep 20 Jan'21 May 21
Balance Balance
Total Growth Since February 2020 Cross Institution:
The Savings Bank |Cross Institution @ ud 5 il dividual d q
Includes over 2 billion individual deposit recor
NMDs 37% 42% P
Lu}
CDs -13% -17% @ Spans over two decades of rate cycles
Total 19%; 29%;

Data from over 4,700 branches throughout 48 states

= Builtin anonymity

Page 21

© 2021 Darling Consulting Group, Inc.



NMD Relationship Activity 2/29/20 -8/31/21

Migration Trends: Growth of Existing vs New Relationships

— Balance Rate #Rel.
View MCOF Starting Balance 328,338k 0.19 13,086
200M INFLOW
- AWWW’___________.Zg.ﬁk_d‘ﬁ.__s%l
st . Existing + 151,063k 018 763
Cannibalization [ Ry U ————————
SHIFTS
100M 8% m 9,305k 149 714
QO e s s o o e i — — — ——————— - -
s0M - i D existing - 49,172k 0.14 3608 |
B m hetrition I Closed Relationship Sk 000 114 g
0 [ ] 21 % Ending Balance 448,351k 013 12,842
2lm
-50M

-49m

MNew Rlationship Esasting + shift: Existing - Closed Relationship

¢ 75% of NMD growth came from existing customers

© 2021 Darling Consulting Group, Inc. Page 22




Growth by Relationship Size

Balance Trends by Relationship Size

DARLIMNG CONSULTING

Relationships Relationships
Relationship Balance s % # % Relationship Balance s Yo # %
0-25K 49476853  11.04% 9802 76.33% 0-25K 48,761,320 1470% 10651  81.39%
25K-100K 103,207,201 23.02% 2,039  15.88% 25K-100K 87,202,820 2656% 1,733 13.24%
00K-250K 105,957,296 73.63% 693 5.40% 100K-250K 75,587,796  23.02% 500 3.82%
250K-1M 112,411,884 2530% 270 2.10% 250K-1M 77,186,984  2351% 180 1.38%
1M+ 76298271  17.02% 33 0.30% 1M+ 40,080,083 12.21% 2?2 0.17%
Total 448,351,306 100.00% 12842 100.00% Total 328,338,073 100.00% 13086 100.00%
Delta
View Balance Change
i i Relationshi
Relationships P $ %
Balance
0-25K 1,215,464 1%
25K-100K 16,004,381 13%
100K-250K 30,369,500 25%
250K-1M 36,214,700 30%
1M+ 36,209,188 30%
Total 120,013,233 100%

¢ Relationships > S100K responsible for 85% of the NMD growth

© 2021 Darling Consulting Group, Inc. Page 23 ‘


https://dcg360.darlingconsulting.com/D360/Details.aspx

DCG Identify the Greatest Depositor Inflows
DARLING CONSULTING GROUP Dri“ Deeper".TOp 20 List

Total Relationship Balance
Relationship Number 3/31/2020 3/31/2021 Difference Branch Number

A038971 2,938,065 25,062,441 22,124,377 Main
CAA5389 21,789,486 39,343,374 17,553,888 Main
VAA0614 6,387,412 20,710,578 14,323,165 Downtown ’
AAA1017 1,273,827 14,211,630 12,937,803 Uptown
F030207 2,716,454 12.444990 9,728,536 Main g
| IAA0136 256,974 7,325,657 7,068,683 Downtown | "=
T308322 9,428,719 14,879,094 5,450,376 Downtown
WAA2609 229,487 5,484,118 5,254,631 Main ‘ fam s s s ppn
T307221 23,715,205 28,850,882 5,135,677 Uptown @A @NOW @ DDA @ SV — Towl Count
€309371 31,143,564 36,213,083 5,069,519 Downtown
G304816 2,284 5,004,401 5,002,117 Downtown
F029827 5,541,568 10,267,261 4,725,693 Uptown 1
R310157 191,731 4,799,505 4,607,774 Downtown
HAA5099 740,792 4,600,548 3,859,756 Downtown .
| MAA1734 340,973 4,051,773 3,710,799 Uptown | = —
TAA2294 4,883,078 8,494,408 3,611,329 Downtown )
SAA4507 479,322 3,685,505 3,206,183 Main S o AE—
R312080 3,446,950 6,475,643 3,028,693 Uptown o o " o
TAA2683 207,569 3,126,007 2,918,438 Uptown oM Gons @ unDE el
JAA1437 273,243 3,149,862 2,876,619 Main

Source: Deposits360°® |

© 2021 Darling Consulting Group, Inc. Page 24 ‘



DCG Second Step: Pizza “Party”

DARLING CONSULTING GROUP

- Tipsfor -
PLANNING A

© 2021 Darling Consulting Group, Inc. Page 25 ‘



Forecast Potential Outcomes
Deposits360™°

COVID Deposit Surge Analysis

03/31/2021

2 750M
Timelime: Tim
Pre COVID CovID

Surge

2 S00M
2 250M

2 000M

Ealance

1 750M

1 S00M

1 250M

Timeline:
Surge Runoff Period

1 000M
May 18 Sep 18 Jan'19 May 19 sep 19 Jan'20 May ‘20 Sep 20 Jan'21 May '21 sep '21 Jan 22

@®  Historical (Actuals) = = Post-COVID Baseline = Pre—COVID Baseline

Scenario 1: 25% Runoff Scenario 2: 100% Runoff Scenario 3: 50% Runoff

Surge Assumptions Surge Assumptions Surge Assumptions
Surge Runoff Period: Surge Runoff Period: Surge Runoff Period:

03/31/2021 ~| o 03/31/2022 M 03/31/2021 v to 03/31/2022 > 06/30/2021 v | to 12/31/2022 v
Remaining Surge Balance Runoff Amount | 251 S % Remaining Surge Balance Runoff Amount | OC1| = % Remaining Surge Balance Runoff Amaunt 5(1 b= 06

© 2021 Darling Consulting Group, Inc. Page 26 ‘



D-C-G
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6 Key Things for Your Next ALCO Meeting
> Quantify Your Embedded NIl Pressure
> Change the Conversation on Loan Pricing

> Do Your Homework on “Deposit Surge” &
Determine How Much S Comfortable “Putting to Work”

> Quantify Your Capacity for Fixed-Rate Assets

© 2021 Darling Consulting Group, Inc. Page 27 ‘



* *

DARLING CONSULTING GROUP

What’s My “Real” Interest Rate Sensitivity?

Base Simulation as of 12/31/2020 Base Simulation as of 12/31/2019
Quarterty Net Interet ncome (NI) Projesions Quarteriy Net Interest Income (NII) Projections

YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR'S YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5

Example 3:
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(2 Up 2008P gase () Down 1008P {2 up 2008P Base (3 Down 1008F

Did My Business Model Change?

© 2021 Darling Consulting Group, Inc.

Quarterly Net Interest Income (NII) Projections

YEAR 3 YEAR 5

YEAR 4

YEAR 1 YEAR 2

Example 1:

—o
~_—e—®

Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 QI Q2 Q3 Q4 QI Q2 Q3 Q4 QI Q2 Q3 Q4
Base () Down 100BP

() up 2008p

Base Simulation as of 12/31/2020
Quarterly Net Interest Income (NII) Projections

YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR S

Example 2:

.
P

N
——0

e
Ol ol

Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 QI Q2 Q3 Q4 QI Q2 Q3 Q4

(2 up 2008 gase () Down 10087

‘mw,-,.-l i i

Base Simulation as of 12/31/2019

Quarterly Net Interest Income (NII) Projections

7.375
YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
6,675
5,975
5,275
-
4575
3,875
Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 QI Q2 Q3 Q4 QI Q2 Q3 Q4 Q Q2 Q3 Q4
() up 2008P Base () Down 1008P
Base Simulation as of 12/31/2019
Quarterly Net Interest Income (NII) Projections.
6.550
YEAR YEAR 2 YEAR 3 YEAR 4 YEAR 5
6,075
5.600

4,650

4178
Ql Q2 Q3 Q4 QI Q2 Q3 Q4 Q1 Q2 Q3 Q4 Ql Q2 Q3 Q4 QI Q2 Q3 Q4

{2) up 2008F gase () Down 1008P
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D-C-G Fixed-Rate Lending Capacity

DARLING CONSULTING GROUP

“Rates Have Nowhere to Go But Up!”

¢ Vast Majority Have Capacity for More Duration
¢ Importance of Creating Clarity with YOUR Risk Profile

interest Income (NII) Projections

l rts =t Ints Ince (namy Ctie YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
I zZ B
1 .
i o 9
1 e =
<'>\_®“'\ ——a_ |¢{}— /_/.A ﬁ II S
. e T - P .
I = l_:t el Mixed Messages...
IR 5 T s - Which One is “Right”?
SO T ey 2
o ,_ et () e—ee =15 |
' ® + UP 2008P O EVE or NEV vs. EAR!
(|
| ]
PR R R R E R R I IS 421,633
G p 20080 axe Q) Doun 1008 codddocdddddgddecdFFdSd S
b ASSETS > 60 MONTHS VOLUME EXCESS Voo @ bisk ) b 0w
EVE % Change from 0 Shock
CORE FUNDING 208724 0 20.0%
It’s a “Funding Issue” B 110 0 P
. OTHER LIABILITIES
NOT Lack of Capacity 753273 708263 _ = . I
DDA
14658 722,841 2o -
NOW JR—
SN 13199 736,141 oox —
OTHER DEROSITS ] - 736,141 oo
A” 100BP +100BP +2008BP +300BP +400BP
TOTAL CORE FUNDING 1,157,113 B Folicy Lt
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NG Fixed-Rate Lending Capacity

SR Asset Sensitive...More Duration “Reduces’ IRR!

$200MM Cash Extension - CRE Loans. Base Simulation as

Quartary Natlnteret income (NI) Pojections Quarterly Net Interest income (NIl) Projections I m p 0 rta n Ce Of Testi n g A bi | ity to A bs o r b

YEAR 1 YEAR 2 YEAR 3 YEAR & YEAR S YEAR 1 YEAR 2 YEAR3 YEAR 4 YEARS

Deposit Surge Uncertainty (e.g., 25%) W/ Asset Extensions

25275
——
.
o *
— Combined Surge Outflow & Cash Extension - CRE Base Simulation as of 03/31/2021
Quarterly Nt Interest Income (NI Projections Quarterly Net Interest Income (HI]) Projections
20950 29,600
- —r——e YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR S YEAR 1 YEAR 2 YEAR 3 YEAR & YEAR'S
e ) —e—a—e—Jt e
) e
165625 25275 ]
)
P et P
_e—e— sy
e P
12300 o4 20350 A
o—" o) . (B—e—
- () 0—g——2 — O —a—t .
G—e—ea—e—E PP 6,
e T
7975
cFEFdeFFTeFSFSF ST S & eFeFeFSEd S S &

== Up 400BP 24M - Up 2008P

= Up 4D0BP 24M <7~ Up 200BP Base <J- Down 100BP A1
Sl iy © ISR 6, U0S

12300
1 2 Vs i ¥2 ¥4
UP 4008P 24M Teo735 76184 84723 01187 96760 5,175 so4 | 1891 2386 2839 75680 86613 03573 99500
UP 2008P 69477 73037 76044 78370 80383 5175 2695 2176 1670 1216 70342 73868 76700 79,167 s
SFFFed TSI F S FEE eI FSdEFe S E
1 68228 65233 63650 62219 61245 7303 6387 5584 4840 4209 58846 58066 57379 57,036
M 67794 62513 58845 55957 53988 7,425 389 452 4616 3923 60369 56124 53393 51,341 50,065 &~ Up 400BF 24M Q- Up 20087 Base - Down 10087 ~&- Up 400BF 24M - Up 2008P Base - Down 10087

$200MM Cash into CRE & DDA Runoff Base Simulation as of 03/31/2021
Quarterly Net Inerest Income (NI) Projections Quarterly NetInerest income (NI) Projecions
an50
VEAR 1 vear2 YEAR 3 vEAR S VEAR S YEART vear2 YEAR 3 vEAR S YEARS

w625

38300

32575

27650

235
CFEPEFEIFFITOFP S SP S PP eFSTFFI TSP S

@ U200 © sase (D Down 1008P @ Upz008 © sase () Down 1008p
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DCG What Is My Capacity to Extend?

DARLING CONSULTING GROUP

The Playbook @@ Q@

1. Analyze the IRR change post-COVID...“smoke and mirrors” or new normal? @@ @@
2. Estimate core deposit “stickiness” from recent surge

3. Understand dynamics of parallel vs. flat yield curve shift and a delayed rising rate scenario

4. Understand deposit sensitivity... Deposit costs for financial institutions barely increased for
the first 100-125 bp of Fed tightening

5. Quantify the utilization of your core funding base

6. Present Earnings Simulations 2 & 5 year horizons (monthly/quarterly) to capture inflection &
“cross-over” points
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D-C-G

DARLING CONSULTING GROUP

RS

=

ﬁ 1 €
(-3 | LFC 4

WA

6 Key Things for Your Next ACO Meeting

>

>

>

>

© 2021 Darling Consulting Group, Inc.

Quantify Your Embedded NIl Pressure
Change the Conversation on Loan Pricing

Do Your Homework on “Deposit Surge” &
Determine How Much S Comfortable “Putting to Work”

Quantify Your Capacity for Fixed-Rate Assets

Look at Asset Strategies Through a Different Lens
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D-C-G

DARLING CONSULTING GROUP

$250MM of 10Y Fixed Rate Loan Growth

Reality: Customer Demand for Fixed-Rate Product

How Much Can We Support?

Base Simulation as of 12/31/2020
Quarterly Net Interest Income (NI} Projections.

YEAR 1

Pick a “Big #”
& Start the
Conversation...

AT

q:

o

NIl RESULTS

o

Delayed Up 2008 () Up 2008P

Quarterly Net Interest Income (NI} Projections

YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
e 26.275
e
E o——a—2J
a—m—a—F -
y— PR
e i S S S S S e o e——a—D
- A
- - 23.050 5 5 - - r_}__.——‘
o s -— = o—e—o—o—C
b - e o=
. 5 Wepys
.-.._. ﬁ:} - e - ~
—— Sy (i SN i en N i o o - o B A
Lﬁ"-—‘_ 19.825 = - - = .
— &) A o
—e——e (g el
.-u-.._.
‘—-a-—(:)—.-...____@h_
16.600 -
13.375

PSR FT S FF S D e d F P dFdEFF ST FS

Base @ Down 1008

Delayed Up 2008P () Up 200BP Base @ Dewn 1008

DELAYED UP 200BP

BASH

DOWRN 100BP

24M % CHANGE FROM BASE

¥1 Y2 VE] Y4 ¥5 ¥1 Yz ¥z Y4 Y5 ¥1 \ 7] Y3 Y4 ¥s
94,667 92,481 86839 83412 87364 5478 g8 6,225 4,2-6-5"‘“47&91 88189 83863 80,615 79149 82563
93368 94350 97,308 100465 103251 ’// 5,198 5428 5,813 6,174 6,462" | 887170 88922 91495 94291 96789
94667 92,492 80,094 87033 85723 |\ 6478 8618 8,618 8,642 8618, 88,180 83874 80476 78391 77,105
93,781 87,431 81094 77,146 74462 \B‘,‘BSS\ 7,864 7,664 7,508 __FA3 1 87,696 79,567 73430 69638 67,132

DIFFERENCE

DELAYED UP 200BP

DOWN 100BP
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24mM

POLICY ¥1 POLICY ML Y1 i::‘l‘_ POLICY ¥1 POLICY E:::

0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
-10.0% -14% -15.0% 0.3% -1.4% -2.6% -10.0% 0.0% -15.0% 2.9%
-10.0% -D9%  -15.0% -3.2% -0.4% -0.4% -10.0% -0.6% -15.0% -2.8%

DIFFERENCE
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What if My Fl Is Not “Flush With Cash Liquidity”

DARLING CONSULTING GROUP

Base Simulation as of 06/30/2021 Quarterly Met Interest Income (MII) Projections Bala nce sheet Says:
AR veAR 2 p e TEARS TEARS “Capacity to Support Fixed-Rate Assets
I .
: w/ 2-Year Funding”
i "
| o (e.q. FHLB @ 35bp)
g : " -— N -_@;‘/.
RS 1 e e
%%;6—.:\?:'34 5=t ’ e T Key Decision:
:“""---'\' DT Current vs. Future NII
l -
H < F.H.“°_@““"‘---—._,
I Sy @
! Also Exposed to Declining Rates...

Ql Q2 Q3 Q4 Q1 Qz Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

<4 Up 4D0BP 24M (2] Delayed Up 2008P <2> Up 2008P 24M Base ) Down 100BP WhOIesaIe funding With Ca”featurel or
variable structure w/ caps
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D-C-( Residential Lending: Sell vs. Hold?

DARLING CONSULTING GROUP

20

Base Simulation as of 03/31/2021

Are the Dynamics of “the Debate” Changing?

¢ 2021 Looking “OK” for Most, But......

» Earnings pressure looming!
" PPP forgiveness

® Secondary market outlook slowing
v Activity levels due to lower refis
v Gains on sale trending lower

¢ Break-Even Dynamics for Selling “Less Compelling” for

. e Growing Number of Institutions

R .
-"‘ﬁk:ﬁ':-{;-‘::?*\‘/--___ 7 Y & Important Considerations

1:\/'\.,o\ -"‘~~., » 2021 vs. 2022 earnings outlook

n_.\a_,v{\/ : Curre'nt VS. F?,rOSpe.Cti,\,/e earnings
L e Creating an “annuity” today
> IRR profile

BREREEA RS TEER E > Credit Risk (Property Values?)

<2 Up 2008P Base <Jn Down 100BP

> Role of last-of-layer swaps
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DCG Investment Strategy

DARLING CONSULTING GROUP

¢ START w/ Deposit Strategy & Lending Strategy

¢ Establish “what moves the needle”

¢ Prioritize investment objectives & “tie-breakers”

(No free lunch...DO YOUR HOMEWORK)

» Yield stability / Option risk (& premium risk)
» Duration (price risk)
» Capital gain potential
» Credit risk
> Liquidity
¢ Level set discussions re: unrealized losses (monday Morning ags)
» Philosophy in general

» Tangible BV & Role of HTM (CECL considerations)

U=
. | | [
¢ Pre-Investment as “yield enhancement” o one size fts il modu

¢ Barbell strategy & other comments.........
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(. S75MM Cash Extension to MBS (20 & 30 year

DARLING CONSULTING GROUP

Ir Purchase Simulation as of 08/31/2021 Base Simulation as of 08/31/2021
Quarterly Met Interest Income (NIl Projections Quarterly Net Interest Income (NIl Projections
7125
YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
6,150 L]
./
S
- ‘_'_f_\__,——.
5175 » ST o g e
N .-«4 ,—.:'f\,_,-——l‘—"ﬂ' J
GH; —G—-..___a'—_‘-r"\" -
- a—l} —
| E— §=—"0.
oo e "EI— IS
“‘\0\--&.-—-‘
"@"-o-....__._@__
3,225 o-—.-.._@
2,250
Q1 02 Q3 Q4 O 02 Q3 Q4 Q) 02 Q3 Q4 Q1 02 Q3 Q4 Q1 g2 Q3 o4 Qg2 Q3 Q4 Q1 02 Q3 Q4 Q1 02 Q3 Q4 Q) G2 03 Q4 Q1 02 g3 Q4
=d= Up 400BP 24M =+ Delayed Flat Up Z00BP <7 Up 200BP Base =J» Down 100BP =d= Up 4D0BP 24M <=3 Delayed Flat Up 200BP <" Up ZO0DEP Base =T+ Down 100BP
¥1 Y2 Y3 Y4 ¥5 ¥1 Y2 ¥3 Y4 ¥5 ¥1 Y2 Y3 Y4 Y5
UF 400BP 24M 19,314 17,904 18198 20164 22706 467 934  -1418 -1,190 -986 18,847 18839 19616 21354 23692
Ll AL 19666 18713 17763 16760 17540 1273 1,273 245 -133 -53 18,393 17441 17419 16894 17,593
19,306 18353 18990 19936 21020 465 -139 -38 73 172 18,840 18492 19028 19863 20848
19,666 18713 18105 17701 17517 1,273 1,273 1.272 1,273 1,273 18,393 17441 16833 16429 16245
19,520 17,059 15266 14250 13,720 1,300 1,048 &38 764 41 18,219 16010 14428 13486 12978
DIFFERENCE

Investrnent Purchase Simulation assumes $75 million in cash (ylelding 0.15%) is used to fund 6-8 year average life MBS purchases (ylelding a weighted-average 1.65%).
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D-C-G

DARLING CONSULTING GROUP

e

CO Meeting
> Quantify Your Embedded NIl Pressure

> Change the Conversation on Loan Pricing

> Do Your Homework on “Deposit Surge” &
Determine How Much S Comfortable “Putting to Work”

> Quantify Your Capacity for Fixed-Rate Assets
> Look at Asset Strategies Through a Different Lens

> Set the Tone for Deposit Strategy...Now and the “Next Cycle”
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D-C-G

DARLING CONSULTING GROUP

CORE DEPOSIT
STRATEGY

Readiness for “Tomorrow”
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D-C-G

DARLING CONSULTING GROUP

L R 4

© 2021 Darling Consulting Group, Inc.

*® 6 0 o

¢

What Will Drive “the DEPOSIT Market”?

How fast will loan demand accelerate?

Will deposit pricing lags be more pronounced until record
excess liquidity “sufficiently absorbed”?

Will prior customer/member behavior patterns repeat?
Will competition behave differently?
Will competition be redefined?

Will FIs hold more cash than normal in next cycle, or rely on
access to wholesale markets?

Will...?

How Comfortable Will | Be “Letting Some Deposits Go”?
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* *

DARLING CONSULTING GROUP

$150MM NMD Runoff Base Simulation as of 06/30/2021

Quarterly Net Interest Income (NII) Projections Quarterly Net Interest Income (NI} Projections|
17.500
YEAR 1

Ve Vo e vens Vet veanz Ve Vs Vo
e
o
e P
A 20 T .
i ,o’@’" e e . f)_..l--—"\:}’"'(.—v .
p ‘44:‘:: pt I’.’_'.—<J\’.,‘ - //. GGt (D —{ ’:17./-’.__; A
5“‘-%\ - — — —
__\./\.ﬁ._ﬂ._x/_f-‘—'—“‘ __\./‘*-—-—./‘«
o Tl Ol |
R T . B s
5.250
cdFFedFrddFFeFFES ST ¢ dFredFFIFeddFFFSFF IS F P
~i- Up 400BP 24M -+ Delayed Up 200BP - Up 200BP Base - Down 1008P ~i- Up 400BP 24M -+ Delayed Up 200BP <2~ Up 2008BP Base I Down 100BP
NIl RESULTS
Y1 Y2 Y3 Y4 Y5 Y2 ¥ y2 Y3 Y4 Y5
42911 41508 44558 48220 52849 4272 43996 45870 50,196 53,859 58487
42120 38470 38000 39308 41539 -198 42228 38668 39563 42236 44467
42828 41,339 42401 436892 45530 -2928 43913 44267 45328 46621 48458
42117 38463 37,128 36,143 35448 -198 42225 38661 37326 36341 35646
41277 36040 33882 32319 31185 8 41288 36032 33874 32311 31177

DIFFERENCE

What If Portion of “COVID Surge”

Disintermediated?
(this example: 1/3™ of the 43% increase in NMD since 3/2020)

How Does It Dampen NIl Responsiveness
to Rising Rates?

© 2021 Darling Consulting Group, Inc.

Non-Maturity Deposit What If?

What If Deposit Rates Become

More Sensitive Than Expected?
(this example: double betas w/ cap of 100%)

Stress Test: Alternative Non-Maturity Deposit Betas
‘Quarterly Net Interest Income (NI} Projections

Base Simulation as of 07/31/2021
Quarterly Net Interest Income (NI} Projectior

15525
YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEARS YEART YEAR 2 YEAR 3 YEAR 4 YEAR 5
13.650
778
8.
9.900
.
2025
6,150
cdFdeddddddFdddFF ST F S ddFdodFdedFdTcdFd S F S
4> Up 4008P 24M (2 Up 20089 Base 4> Up 4008P 24M (1) Up 2008P Base
NIl RESULTS

Y1 Y2 Y3 ¥3 ¥2 Y3 Y4

37072 32970 37830 41,708 1833 5250 6342 38905 38220 44672 48538 52833
37060 34513 37,785 39,606 1833 3414 342 38893 37,927 41206 43021 44986
39070 36090 35601 35333 0 0 0 39070 36090 35601 35333 34879

DIFFERENCE
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D-C-G

DARLING CONSULTING GROUP The RE'BtIOnShlp between Spread_l_ag’ DepOS|t Pr|C|ng & VOIUme

I Role in Prospective Deposit Strategy I

4 When does it make sense to raise rates to mitigate
decay?

¢ Confidence in lagging rates further...

¢ What product / pricing strategy likely to result in more
$ at lower marginal cost at points in rate cycle

¢ Key: Spread-Lag vs. $ Balance Trade-Off “Curve”...
 Inflection points and related slopes matter

+ Varies by product and balance ranges

¢ Marginal COF analysis

© 2021 Darling Consulting Group, Inc.

“Predicting” Deposit Growth / Pricing

Interest Rate

5.00%

4.00%

3.00%

2.00%

1.00%

0.00%

Interest-Bearing Non-Maturity
Deposit Interest Cost

Model based on:
28% of short-rate (Fed Funds)

0%
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

Analysis incorporating other variables such as :
*Short-rates (e.g. Fed Funds)
Interest-Bearing Non-Maturity *Longer-rates (slope of curve)
Deposit Interest Cost *Length of relationship (vintage)
*Account size
*Relative pricing (“market rates” & competition)
*Competitor liquidity

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022
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D-C-(5 Get the First Step Right...

DARLING CONSULTING GROUP

: ’ o i l' .. .J _\_'@ | W E.—-—._‘_“_i
g . _ s E‘.é(
Getting Risk Assessments Right ./ Eueh?m' i
= ; \ )
5 '

BALANCE SHEET

© 2021 Darling Consulting Group, Inc. Page 43 ‘



DCG Role of the ALCO More Critical Than Ever

DARLING CONSULTING GROUP

Quality Data

Quality Modeling that Gets “Right Picture”

Reporting that Brings Clarity & Perspective

Base Simulation as of 12/31/2020 Base Simulation as of 12/31/2019
Quarterly Net neret income (NI Projections Quarterty Net Interest Income (NIl Projections.
4
e €AR 2 AR 3 €Al EARS Year YEAR 2 AR 3 EAR YEAR
. —s 1.100
............
./u’«f ) . . I ?
~
e 1 Year Ago — Risk Profile!:
e
Z
»"7—®7" '~ —e
o—O-emay e
' g T IS O ey 00 =k
o o
oo __ o—o—
0 o—()=e.
ot 1 | T 1, 0cr 25 Toctelctiol
------------- Tkl
7.700
dFdFgdedFITdFFTTFESTSFFS dFdFFdcdFIeFIFSTdFFITSFFS
() up 2 ase () Dows Up 2008P ) Down 1001
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The Best-Informed People Asking Great
Questions Leads to the Best Answers
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Listen to Your Balance Sheet

* *

DARLING CONSULTING GROUP

The Opposite: Financial Wisdom
From George Costanza

DOWNLOAD 2

iy 10-Year Treasury Constant Maturity Rate wcsio

Observation: units: Fregquency:
2021-08-11: 1.35 (+ more) Percent, Daily 1 021-08-11 EDIT GRAPH %
Updated Aug 12, 2021 Not Seasonally Adjusted

FRED ’\/__,.// = l0-Year Treasury Constant Maturity Rate
7

Percent

2002 2004 2006 2008 2070 2012 2014 2016 2018 2020

Shaded areas indicate U5, recessions. Source: Board of Governors of the Federal Reserve System (US) fred.stlouisfed.org

(3]
(Y]

;*—/?J‘ The Living o
@ ¥ Balance Sheet
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D-C-G

DARLING CONSULTING GROUP

Y

2

CHANGE THE CONVERSATION % %
il o b e G-
e (tp)
1-@-} l %
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D-C-G

DARLING CONSULTING GROUP

“Who Moved My Cheese?”

Over 28 Million Copies Sold Worldwide

Who

An Amﬂzmg Way to

Deul With " Change
Celebrating
20 years of the
International
Classic

In Your Work and In Your Life

Cheese?

DR SPENCER JOHNSON

© 2021 Darling Consulting Group, Inc.

A Paradigm Shift

Change Happens
» They keep moving the cheese

Anticipate Change
» Get ready for the cheese to move

Monitor Change
» Smell the cheese often so you know when it is getting old

Adapt to Change Quickly

» The quicker you let go of old cheese, the sooner you can enjoy new cheese

Change

» Move with the cheese

Enjoy Change!

» Savor the adventure and enjoy the taste of new cheese

Be Ready to Change Quickly and Enjoy It Again
» They keep moving the cheese
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