Maximizing the Potential of Your Balance Sheet
2023 FHLB Topeka Regional Meetings

Sean Doherty, President, Asset Management Group, Inc.

Asset Management Group, Inc.



This information is 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.

The report data is static as of the time it was pulled, so rates may have changed. Treat data as indication levels only as market may
have moved and availability of product may have changed. This information was pulled from sources we believe to be reliable.

Not FDIC Insured No Bank Guarantee May Lose Value



Today’s Discussion

* Understanding Rate Cycles
* Understanding Loan Pricing
e Understanding Data



Understanding Rate Cycles

* We often look to the Fed for guidance on future interest rate moves
* Fed Policy is backward looking, not forward looking

* |s there anything we can use to help us understand the current/future
rate cycle?

* What can we learn from previous rate cycles?

Statistical Reqgression




Understanding Rate Cycles: Statistical Regression
Regression data must be normally distributed

Instrument 10Y

Time Frame
Show|+/- 2 StdDev Normal Distribution of US Treasury Securities

Probability

Mean 2.23 +/-1StdDev  68.30%

StdDev 0.76 +/-2StdDev  95.40%

NUMROWS 120 +/-3StdDev  99.70%
Zmin -3
Zmax 3
PctClear 4.60%
PctShade 95.40%

Calculations

Shadeleft 0.9497491
ShadeRight 3.5047503
CurveMin -0.0473121
CurveMax 4.5018114




Regression data must be normally distributed;
even over long periods of time

Instrument 10Y
Time Frame

Show/|+/- 2 StdDev Normal Distribution of US Treasury Securities
| settings orabability

Mean 476 +/-1StdDev  68.30%

StdDev 2.77 +/-2StdDev  95.40%
+/-3StdDev  99.70%

NumRows 1200
Zmin -3
Zmax 3

PctClear 4.60%

PctShade 95.40%

Calculations

Shadeleft 0.0876643
ShadeRight 9.4265974
CurveMin -3.5567517
CurveMax 13.071013




Regression data must be normally distributed;

Instrument
Time Frame

Show

10Y

+/- 2 StdDev

Mean 3.52
StdDev 0.41
NumRows 12
Zmin -3
Zmax 3
PctClear 4.60%
PctShade 95.40%
Calculations
Shadeleft 2.835136
ShadeRight 4.2055689
CurveMin 2.3003396
CurveMax 4.7403653

over ANY period of time

Normal Distribution of US Treasury Securities

Probability
+/-1StdDev  68.30%
+/-2 StdDev  95.40%
+/-3 StdDev  99.70%




10 Year Treasury Regression  — ip o

______ +/-1StD  68.30%

10Y Regression Aug, 2013 over 10 years) Mean
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M — +/-3StD  99.70%
10 Year Treasury Regression  —— s s
______ +/-1StD  68.30%
10Y Regression Aug, 2010 -(Aug, 2020 (over 10 years) ———  Mean
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10 Year Treasury Regression

+/-35tD  99.70%
+/-251D  95.40%
______ +/-15tD  68.30%

10Y Regression Nov, 2008 {Nov, 2018 over 10 years) —  kimm
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Likely Rate

Regression/Decision Matrix

DECISION MATRIX

10Y Trsy Yld Crv Move Liabilities Loans Credit Investment Off Bal Sheet Leverage
+2 Std Inverted Lower Short/Call? Whisle; | More F|>fed, Pr'epay Tighter Credit . Max Pur, Atsset. Yar > Fix Max Leverage
Rate NOT Term Penalties; Prime Standards Min Options/CF Liab: Fix>Var (Max Invest)
Shorter Mat Prefer Fixed; Prepa Begin Tighter Extend Dur; Fewer | Hedge Int. Rate Incr Leverage

+1 Std Flattening | Lower/Higher I?( . pay gl Ig, X u W & verag
Call Wholesale Penalties; Prime Credit Options Exp as Needed (More Invest)
1 std Steepening | Higher/Lower Longer Mat Prefer Flofa\t; Prepay Begin Ea.sier Shorten Dur; Hedge Int. Rate Incr Leverage
Call Wholesale Penalties; Tsy Credit Increase CF Exp as Needed (More Loans)
Longest Mat More Var; Tsy Index; Easiest Credit Min Dur; Max CF; | Asset: Fix>Var Max Leverage

-2 Std Very Steep Higher 8 P 15Y ’ ’ ’ &

Bullet Wholesale

No Caps/Ceil

Standards

Long Mat =HTM

Dep: Var>Fix

(Max Loans)




———10/2Y Spread
——10Y Trsy




Loan Builder and understanding the “nuts and
bolts” of pricing a deal

* Loan Builder is a tool developed by BancPath to assist lenders in properly
valuing the options and risks inherent in every deal

e BancPath© Loan Builder | BancPath© from the Asset Management Group
(ccbfinancial.com)

* FREE



Understanding Loan Pricing

4 Principals to EVERY deal

Credit Risk

Interest Rate Risk

Term Risk (Loss of Liquidity and/or Prepayment Risk)
Profit

> W N



BancPath® Loan Builder

BancPath / Tools / BancPath@ Loan Builder

A FREE and EASY 10 Step Loan Pricing Tool

In the highly competitive market for pricing loans, it is vital that risk not only be identified, but also priced properly. By breaking a loan

into its component parts, a lender can guarantee that they are properly compensated for both CREDIT RISK and INTEREST RATE RISK.
Have comments or feedback?




MARKET INFORMATION A2 OF 8172023

DEAL HAME:

| Deal Name

STEP 1

STEP 2

STEP 3

STEP 4

STEP 5

Term or Balloon

Amortization

Term + Amort Cost

Prepayment Cost

Liquidity Cost

Credit Cost

Prepay + Liquidity +
Credit Cost

[5 Years

[ED Years

0 Years

0.55%

3.98% SWAP SPREAD

RISK ADJUSTED OFFER RATE

8.00%




Loan Builder — Built around the 4 Principals

STEP 6 Relationship Ad;.

NET OFFER RATE 8.06%

Total Adjusted Spread
Duration of Loan
Walk Away Rate (Given Credit Consideration Above)




STEP 7 Loan Loss Provision

STEP 8 Capital

STEP 9 Overhead Cost

STEP 10 Alt Cost of Funds

FEES Additional Fee Income

1.2
o
1.7
FHLE
5
O
0.50% |

TOTAL CHARGE
ANMUAL CHARGE

11,597

i

3 T} 7]
o

83,495

16,235

4.60%

5.000

3.1345:

ANNUAL NET PROFIT (Before Tax)

14,227
17.04%: ROE

oA A

] HFOL
NPT T b B R T P




Loan Builder — Built around the 4 Principals

» Competitor is offering to make this loan closer to 7.00%, not 8.00%...
* Should we do that?



NET OFFER RATE COMPETITOR RATE >>>  ( 7.00%
Total Adjusted Spread 2.92%
Duratien of Loan 4.02

B.54%

Walk Away Rate [Given Credit Consideration Above)

STEP 7 Loan Loss Provision

STEP 8 Capital

STEP 9 Overhead Cost

STEP 10 Alt Cost of Funds

FEES Additional Fee Income

| 1.2%% |

| o

| 1.7%% |

|FrLE |

s |
[=1}

| 0.50% |

TOTAL CHARGE
ANMUAL CHARGE

11,514

2,862

82,898

16,119

4.60%

5,000
0.135%

ANNUAL NET PROFIT (Before Tax)




NET OFFER RATE WALK AWAY RATE >>> ( 7.60%
Total Adjusted Spread 3.52%
Duration of Loan 4,02

7.14%

Walk Away Rate [Given Credit Consideration Above)

STEP 7 Loan Loss Provision

STEP 8 Capital

STEP 9 Overhead Cost

STEP 10 Alt Cost of Funds

FEES Additional Fee Income

| 1.2% |

| o

| 1.7 |

|FrLB |

s |
Or

| 0.50% |

TOTAL CHARGE
ANMUAL CHARGE

11,561

2,874

23,242

16,188

4.60%

5,000
0.134%

ANNUAL NET PROFIT (Before Tax)

9,933
11.53% ROE
1.07% ROAA




Understanding the 4 Principals

* If you are going to “give away” an option, it is worth knowing the
value of that option

* Spread matters, Pricing matters — more so now than ever before.

* As our deposit base becomes more “rate sensitive”, we have to become as
good at managing the assets of the bank as we have historically been in
managing the liabilities.



Understanding your data

* Every institution here has a goldmine waiting to be discovered

* Your data is your insight into what drives risk and reward — spend
your resources wisely to uncover what makes your institution

profitable (or not?)

* If you don’t have the expertise to uncover these gems yourself,
partner with someone who can help you.



Understanding Your Data

* Data mining allows banks to monitor performance metrics more granularly than
ever before.
* Find a way to let YOUR data tell YOUR story
* How is the Loan portfolio performing?
* How are your Lenders Performing?

* What about branch profitability?
* What funding options should you exploit?

* Understanding YOUR data is one way you can answer these questions
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FUNDING PROFILE Liability Allocation
4.008%
3.508%:
3.008% FHLE
2508
o
2.00% :
1508 — IRA
— NOwW I -
{ UBPR Liability Allocation
10086
— NIB
0.50%
0.00%:
0505
-1.00%
o0 20 4.0 6.0 2.0 10.0 170 14.0 16.0 18.0
Duration
CONTRIBUTION TO COST OF FUNDS FREE FUNDS RATIO
0903 0.85% £.008 LN 3L61%
308
0.80% DT5% 25%
5.00% 208
0.705
15%
0.60% so0 | 1
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Description Balance  Rate [TE) Dur Fix % Fx Off % war% varoff % | Concent|
Comml & Indust 125,602,775 5.785% 1408 73.08% 714%  26.01% £.35% 561%
Const & Develop 68,470,030 5.637% 1837 2001% 214%  70.09% 271% 311%
Municipal / Leasa 535,317,261 2.041% 4756  DOEL% 6.40% 0.39% 775% | 2392%
Total comm'l 730,300,976  4.498% 3003 BEA2% 6.50%  11.58% 7.56% | 32.64%
CRE 0 0.000% 0.000 0.00% 0.00% 0.00% 0.00% 0.00%
CRE - Owner Doc 335,201,641 £717% 2743 30.00% 243%  60.10% 7.50% | 1298%
CRE - Mon Ownear 0o 328,045,314 £775% 2824 6287% 758%  37.13% 7.04% | 1256%
Total Comm'l RE 663,336,955  4.745% 2783 51.26% BO1%  48.74% 737% | 29.65%
1-4 Family {15t} 3g3,305,516 £.450% 4097  45.44% 7.26%  53.56% 575% | 17.43%
1-4 Family {Ir) 11,625,232 6.134% 1877 33.42% 851%  66.58% 8.25% 0.52%
Residential Develop 24,692,192 6.085% 0.587  75.34% 2.88%  24.18% 7.70% 1.10%
Home Equity 35,018,801 8.739% 0.102 271% 2.86%  07.20% 8.49% 151%
Multi Family 37,872,399 5.191% 3523 57.06% 775%  42.04% 7.75% 159%
Total Real Estate 293,418,140  4.949% 3537  45.30% 7.52%  54.70% B.26% | 22.05%
Farmland £3,342,010 5.409% 3080 3424% 727%  65.76% 7.79% 372%
g 50,384,314 6.562% 0.992  5120% 8.12%  48.80% 9.13% 225%
Total Farm/Ag 133,726324  5.844% 2299  40.63% 7.59%  59.37% £30% 5.08%
Credit Card / Rewolv 97,576  17.246% 1311 6164% 775%  38.36% 7.75% 0.00%
(Other Consumer o 0.000% 0.000 0.00% 0.00% 0.00% 0.00% 0.00%)
Auto 93,653,597 3.008% 1507  100.00% 9.33% 0.00% 7.75% 219%
Consumer 107,998,350 3.412% 1695  98.95% 9.85% 1.05% 3.20% 233%
Total Consumer 201,749,523  3.232% 1793 99.42% 2,61% 0.58% 5.31% 9,02%
Depository [ 0.000% 0.000 0.00% 0.00% 0.00% 0.00% 0.00%
Other Loans 122,316 5.939% 1923 100.00% 7.75% 0.00% 7.75% 0.01%
Unassigned 0 0.000% 0.000 0.00% 0.00% 0.00% 0.00% 0.00%
Total Other 122316  5.939% 1873 100.00% 7.75% 0.00% 7.75% 0.01%
MONACT 14,784,733 1312 B211% 17.89% 0.66%
Total Loans  2,237,533968  4.607% 3187 65.99% 7.54%  34.01% 7.01% | 100.00%
KEY RATIOS LOAN PRODUCTION (000's) ENTRY v. EXIT TRENDS [Mist Cniy)
Loan/Deposit 66.33% 120,000 167 9.00%
Loan/Asset 60.19% B.00% &
LLR/Tot Loan 1.18% i, 200 . 7.00% Rl
Mon Perf/Assets 0.56% 0,000 ity . =
Loan Yield [vTD) 4.38% I sl T
Charge-Off (vTD) 0 100%
Texas Ratic 4.31% 40,000 o 2.00%
» 30 PO + Nonace 0 30,000 I 1.m55:
0.00
mﬁeﬁfﬁ iima?s o -12M -3 -EM 3M Cwr
CRE % (300%) 201.86% M EM A WEwt W Entry
CASH FLOW RISK GRADE TREND. > 300 PAST DUE TREMD [000'5)
1ZM Int- 75,386,285 .
343 343 ]
12M Prine- 433 336,759 :
12M CF- 508 785,044 Bz o
Exit Rate 7.37% e
Loans Booked (#) 274 310 e
Loans Booked [$] 30,045,333 s0m o N
offer Rate 8.02% 3108
Port Growth 0.39% 207 o
LR ) [t i)
Loans Repr 41,531,345 - N
Repr Exit Rate 6.02% -12M -5M BM 3M Qur AZM M EM M O

Repr New Rate 7.40%




ISampIe Bank & Trust Lender 1
Sample , 5T Officer Report
12/31/20mx
Loan Count 143 % Fin 43.70% ¥roto Mat 7.338 128 It 1231313
Fort. Bal 30,350,532 CML 17.73% ¥rs to Rpx 0.737 3% 12M Frinc: 1m353.523
Awg Loan 205,591 CMLRE 20.47% Duwr 1.345 A2M CF: 12243138
Wtd Rate 5.70% RE 33.30% PD 30-85 0.00% Last 1M Exit: 353%
Med Loan 73,337 AG 23.07% FD 30+ 0.00% Last 1M Odffer: 753%
Med Yield 3.33% CONS 1.41% Hon Acc 0.00% - DifT: 174%
Escl PPP and HFS Lowes
TOP 10
Accinbr Borrower Balancs Rate ﬂm Mat Dt 1.3 Hom Acc &nm linc
(DO0-0001 [BadToweEr 1 2,968,734 4.00% Sref2022 9Y6/H02E 1783 112749
D000 [Beerower X LTT2ITE .00 Sfsf2022 EIH0E 1783 ToAE7
D000 [Beerower 3 LETT, 000 775N 1312000 113023 3fL/2023 acas 125,968
000004 Berrower 4 1,657,301 £50% L4002 13410003 R0 a0ad 140,878
000005 Borrower § 1L&T1,004 E.25% 4352014 &5 034 11152033 0Ead 61,958
(D000 BT owET B 1LM7333 4755 12/3312020 Ef15/3024 LIk 57348
DO0-0007T (BT oweEr T L9001 4255 12/3172021 1110/3082 4098 A6
DO Beerower B SR EAT 5.25% 3100202 4153023 O1EE o767
DO [Beerower § ‘B1E44 4EXN 5/ 2842021 EF20/3041 S/ 2500 41,701
CO0-00010 Berrower 10 742415 417K 8272000 11128/ 2040 BAIR03E Q43 [ 30,988
Femaieder 15,552, A0 5.98% 1357 955 177
Total 30,390,652 5.70% 1319 1,732,727
1 Z 3
Port Distn Dur Trend y Risk Grade Trend
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12/31/20x

JuL AUG SEPT ocT NOV DEC TOTAL 20nx
Description Fix Var Fix Var Fix Var Fiix Var Fix Var Fix Var Fix Var
Comm'l & Indust 5.52% 5.48% 6.12% 6.46%: 577% 7.24% 6.46% 741% 7.22% 7.65% 6.75% T92%) 5.38% 6.27%
Const & Develop 0.00% 5.84% 5.66% 4.99%; 7.55% 0.00% 3.75% 6.99% 6.37% 8.21% 7.75% B.44% 5.56% 4.93%
Municipal / Lease 461% 0.00%% 5.05% 0.00%:) 5.08% 0.00% 3.54% 0.00% 5.97% 0.00% 0.00% 0.00%:| 5.09% 0.00%
CRE - Owner Occ 5.86% 6.48% 5ATY 5.82% 458% 6.31% 0.00%% 5.88% 6.48% 7.40% 0.00%% 6.60%, 4.56% 6.23%
CRE - Mon Owner Occ 0.00% 5.50% 6.16% 6.00%: 4.44% 7.25% 0.00% 0.00% 7.00% 0.00% 6.89% 6.31% 4.73% 4.41%
1-4 Family {1st) 517% 5 B6% 5.21% 6.50%: 6.49% 6.75% 6.87% 5.39% 6.67% 7.31% 5.38% 65.BB%| 5.29% 5. 87%
1-4 Family {Jr) 6.76% 0.00%% 6.50% 7.70% 0.00% 6.00% 8.18% 7.00% 0.00% 0.00% 7.77% 0.00%) 5.56% 6.27%
Residential Develop 4.62% 6.21% 5.84% 0.00%: 5.40% 6.25% 7.49% 6.75% 4.50% 0.00% 4 50%% 7.66%: 5.22% 6.29%
Home Equity 6.00% 6.17% 0.00% 6.36%: 0.00% 6.89% 0.00%% 7.38% 0.00% 771% B.00%% B.63%| 7.79% 5.00%
Multi Family 0.00% 0.00%% 0.00% 0.00% 0.00% 0.00% 0.00%% 0.00% 0.00% 4.50% 0.00%% 0.00%) 0.00% 4.50%
Farmland 5.25% 5.46% 5.95% 6.35% 6.00% 7.50% 6.25% 5.00% 6.33% 6.31% 0.00% 6.58% 5.30% 5.99%,
Ag 5.093% 6.71% 6.26% 6.45% 711% 6.66% 6.84% B6.66% 6.75% B.O07T% B.35% 6.21%| 5.13% 5.35%
Credit Card / Revolv 0.00% 0.00%% 0.00% 0.00% 0.00% 0.00% 0.00%% 0.00% 0.00% 0.00% 0.00%% 0.00%) 0.00% 0.00%
Other Consumer 0.00% 0.00%% 0.00% 0.00% 0.00% 0.00% 0.00%% 0.00% 0.00% 0.00% 0.00%% 0.00%) 0.00% 0.00%
Auto 3.24% 0.00% 3.75% 0.00%: 6.85% 0.00% 7.09% 0.00% 9.59% 0.00% 11.11% 0.00% 3.39% 0.00%
Consumer 531% 3.30% 4.79% 0.00%:) 7.65% 3.10% 7.34% 3.18% B.06% 2.43% 7.63% 3.35% 4.55% 3 0B%
Depository 0.00% 0.00%% 0.00% 0.00% 0.00% 0.00% 0.00%% 0.00% 0.00% 0.00% 0.00%% 0.00%) 0.00% 0.00%
COther Loans 0.00% 0.00% 0.00% 0.00%: 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Mm:u-l Pl u [ ooas OO0 T = 0 o T 0 O0ae P = 0 oo [ oo O O0as OO nm ni‘m
Mew Loan Rate 5.13% 6.07% 5.39% 6.05% 5.16% 6.75% 6.62% 6.60% 6.15% 6.91% 6.60%; 7.18% 5.01% 5.51%
New Loan Volume 8,900,525 17,263,314 27,254,203 7,219,053 54,612,707 6,021,225 6,219,781 3.744.438 31,300,971 4,638,764 6,067,699 5,714,835 | 252,094,579 98.733.085
[lewr Loan Avs Life 3044 5 GR&A 19497 LAl 2,424 B.103 2,949 LI 9202 0937 LEZS 7.943 3,991 58991
Loan Loss Reserve 1.725% 1.25% 1.25% 1.25% 1.25% 125% 1.25% 1.25% 1.25% 1.25% 1.25% 1.25%; 1.25% 1.25%,
Capital Charge B.00% 8.00% B.00% B.00%: B.00% B.00% 8.00% B.00% B.00% B.00% 8.00% B.00% B8.00% B.00%
Owverhead Charge 1.21% 1.21% 1.23% 1.23% 127% 127% 1.34% 1.34% 1.39% 1.39% 1.38% 1.38% 121% 1.21%
Marg COF (SOFR) 2 BE% 2.79% 3.58% 3.13% 418% 367% 4.31% 3.88% 3.30% 3.42% 4 52% 3.60%| 253% 2.19%,
Marg COF (INTERNAL) 0.53% 0.53% 0.60% 0.60%) 0.58% 0.58% 1.06% 1.06% 1.35% 1.35% 1 36% 1.36%; 0.11% 0.10%
Marg COF (TOTAL) 2.39% 2.34% 2_98% 2.63%| 3.45% 3.05% 3.66% 3.31% 2.91% 3.01% 3.89% 3.16% 2.64% 2.29%,
Add’l Fee Income 0.25% 0.25% 0.25% 0.25%) 0.25% 0.25% 0.25% 0.25% 0.25% 0.25% 0.25% 0.25%) 0.25% 0.25%,
Ann'l Int Income 456,596 1,047,028 1,458,842 436,522 2,818,903 406,648 411,520 247,187 1,925,410 320,489 405,977 410,272 12,622,663 5,441,490
Ann’l Fee Income 7,310 7,590 34122 3,395 56,324 1,858 5,272 1,337 8,504 1,953 8312 1,799 157,927 41,842
Tot Ann'l Income 463,907 1,054 618 1,502 963 439,917 2,875,227 408,506 416,792 248,525 1,933,913 322,443 414 790 412 071 12 780,590 5,483,332
Capital Allocation 712,042 1,381,065 2,180,336 577,524 4,369,017 481,698 497,583 2049, 555 2,504,078 371,101 485 415 457,187 20,167,566 7,898,647
Ann'l Provision 36,552 37,951 170,608 15,975 281,619 9,288 26,362 6,687 42518 9,766 41,561 8,954 789,634 209,211
Overhead Charge 107,776 209 042 336,366 096 695177 76,646 B3 504 50,771 434 739 54,428 B4.030 70144 3,052.431 1155488
Marg Int Expense 212,751 403,534 812 446 189,557 1,887,801 183,810 227 506 124107 909,734 139,460 235,024 180,328 6,657,919 2,258,585
Ann'l Net Income 106,826 404,091 183,543 144,289 10,630 138,762 79,329 67,460 546,923 108,788 52,674 143 605 2,280,606 1,820,048
ROA 1.20% 1.34% 0.67% 2.00% 0.02% 2.30% 1.28% 1.80% 1.75% 2.35% 0.87% 2.51% 0.90% 1.84%
ROE 15.00% 29.26% B.42% 24.98% 0.24% 18.81% 15.94% 22.52% 21.84% 29.32% 10.85% 31.41% 11.31% 23.04%
Loan Spread 2.74% 3.73% 2.41% 3.42% 1.70% 3.70% 2.96% 3.29% 3.24% 3.90% 2.80%; 4.02% 2.37% 3.22%
Mkt Credit Spread 1.17% 1.51% 0.85% 1.41%; 1.30% 2.03% 1.15% 1.69% 1.66% 1.44% 0.81% 1.43% 0.81% 1.43%
Remain Spryd (Profit) 0.36% 1.01% 0.33% 0.78%) -0.87% 0.40% 0.46% 0.26% 0.19%% 1.08% 0.61% 1.21% 0.35% 0.58%
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