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Jon Sundberg

Senior Managing Consultant

Jonathan Sundberg is a senior managing consultant in PFM’s Philadelphia office. As
a member of PFM's Financial Institutions Group, he helps depositories optimize their
investment portfolios.

Jonathan is co-creator of PFM’'s Community Bank Investment Index (PFM CBI Index),
a first-of-its-kind tool that allows investors, regulators and market participants to easily
assess the risk and return profiles of the 5,000+ institutions within the community
banking industry.

Prior to joining PFM, Jonathan served as Vice President Institutional Sales at Janney
Montgomery Scott with a focus on servicing community banks. In this role, Jonathan
developed targeted trading strategies to meet clients’ performance goals.
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Is the Process Working?
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*|nterest Rate
Environment

*Regulatory Pressures
*Competition
*Funding

sLiquidity
*Yield

*Duration
+Credit Quality Bank Objectives

+Stable Cash Flow
*Solid Capital Structure
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What are the risks associated with not considering a peer based index?




What is there to gain by considering a
peer based index?
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A peer index expresses the industry’s holistic view

-

ASSET ALLOCATION

Treasury Agency Municipal MBS CMO CMBS ABS/
Structured

3.3% 17.1% 26.3% 26.3% 139% 53% 2.0%

~

Corporate Equity
Foreign Securities

0.5% 1.0%

© PEM Source: CBI Index as of February 15, 2018
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A peer index expresses the industry’s holistic view
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Yield to Worst

2.96 %

Yield to Maturity

4.2 years

Modified Duration

Expected Risk

Source: CBI Index as of February 15, 2018
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Provides arelative benchmark for comparison of investment allocation and
performance

Sample Bank

4 CBl

\\
\ \\
\\
\ @ Are you an outlier or in line with

your peers?

Expected Return

\\
@ s that by design?

@ A custom approach can reward
tactical decision making

Expected Risk

© PEM Source: CBI Index as of February 15, 2018



What needs to be considered when
developing a peer based index?
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Things to Consider
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Market data rolled into

PFM COMMUNITY BANK INVESTMENT INDEX

(PFM CBI INDEX)

1 Community banks are defined as FDIC members with $10 billion or less in total assets.
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The PFM CBI Index
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PFM Community Bank Investment Index
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Recent Observations Uptick in treasuries
Composition DollarjChange
Total Investments Last Year Previous Qtr. Current $ Quarter $  Annual
02/15/17 11/15/17 02/15/18 l
Treasury 3.5% 3.0% 3.3% 7.7% -11.6%
A A
Agency 16.9% 17.4% 17.1% -2.3% -3.6%
Municipal 26.2% 26.4% 26.3% -1.1% -4.5%
MBS 27.0% 26.5% 26.3% -1.8% -7.3%
CMO 13.9% 14.0% 13.9% -1.0% -4.9%
CMBS 4.8% 5.0% 5.3% 6.0% 6.4%
ABS/Structured 1.8% 1.9% 2.0% 7.9% 5.7%
Corporate Domestic 4.4% 4.3% 4.3% -2.5% -6.9%
Corporate Foreign 0.5% 0.5% 0.5% 0.1% -5.4%
Equity Securities 1.0% 1.0% 1.0% 0.6% -4.0%
Grand Total 100.0% 100.0% 100.0% -0.7% -4.8%

Shrinking Investment Portfolios

© PEM Source: CBI Index as of February 15, 2018
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Recent Observations

Available-for-Sale 02/15/17 11/15/17 WILEY =~ Change $ Change
Quarter Annual
Treasury 3.2% 2.7% 3.0% 8.7% -11.5%
Agency 14.4% 14.8% 14.6% -2.0% -3.1%
Municipal 21.1% 21.5% 21.5% -0.4% -2.8%
MBS 23.2% 22.8% 22.6% -1.8% -7.3%
CMO 12.2% 12.3% 12.3% -0.7% -4.3%
CMBS 4.0% 4.3% 4.6% 7.0% 9.5%
ABS/Structured 1.7% 1.8% 2.0% 9.0% 6.5%
Corporate Domestic 3.6% 3.6% 3.5% -2.4% -6.0%
Corporate Foreign 0.4% 0.4% 0.4% -1.1% -2.4%
Equity Securities 1.0% 1.0% 1.0% 0.6% -4.0%
Grand Total 84.8% 85.1% 85.5% -0.3% -4.0%
Held-to-Maturity 02/15/17 11/15/17 Iy Change 3 S/
Quarter Annual

Treasury 0.3% 0.3% 0.3% -1.6% -12.7%
Agency 2.5% 2.6% 2.5% -4.3% -6.4%
Municipal 5.1% 4.9% 4.8% -4.0% -11.4%
MBS 3.7% 3.7% 3.7% -1.7% -6.8%
CMO 1.7% 1.7% 1.6% -3.1% -8.7%
CMBS 0.8% 0.7% 0.7% -0.2% -9.7%
ABS/Structured 0.1% 0.1% 0.1% -11.0% -8.6%
Corporate Domestic 0.8% 0.7% 0.7% -3.4% -11.1%
Corporate Foreign 0.1% 0.1% 0.1% 7.4% -20.0%
Equity Securities 0.0% 0.0% 0.0% 0.0% 0.0%
Grand Total 15.2% 14.9% 14.5% -3.1% -9.1%

© PEM Source: CBI Index as of February 15, 2018
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Recent Observations

PFM CBI Index

108.0

107.5 Investment Portfolios Decline in Value

107.0

106.5

106.0

PFM CBI Index closed February 15, 2018 at 105.87. Down 1.3% for the quarter

105.5
Nov '17 Dec '17 Jan '18 Feb '18

© PEM Source: CBI Index as of February 15, 2018
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Stress Testing

P&L Asset  Contrib.
Class

Treasury -1.79%  1.5%
Agency -4.19% 19.0%
Muni -3.07% 21.4%
MBS -3.93% 27.3%
CMO -5.28% 19.5%
CMBS -4.93% 6.9%
ABS/Structur
ed -1.74%  0.9%
Corporate
Domestic -3.26% 3.7%
Corporate
Foreign -3.16% 0.4%
Equity
Securities 0.00%  0.0%
Total
Portfolio
P&L -3.78%

© PFM

Asset
Class

-3.53%
-8.39%
-7.84%
-8.01%
-11.40%

-9.52%

-3.42%

-6.38%

-6.19%

0.00%

-8.14%

Contrib.

1.4%
17.6%
25.3%
25.8%
19.5%

6.2%

0.9%

3.3%

0.4%

0.0%

Asset
Class

-5.22%

-12.60%

-11.75%

-12.23%

-18.36%

-13.76%

-5.03%

-9.38%

-9.08%

0.00%

-12.38%

Contrib.

1.4%

17.4%

25.0%

25.9%

20.7%

5.9%

0.8%

3.2%

0.4%

0.0%

Asset
Class

-6.87%
-16.84%
-15.64%
-16.59%
-26.16%

-17.65%

-6.56%

-12.24%

-11.86%

0.00%

-16.74%

Source: CBI Index as of February 15, 2018

. +100 bps +200 bps +300 bps +400 bps
Per Per Per Per

Contrib.

1.3%
17.2%
24.6%
26.0%
21.8%

5.6%

0.8%

3.1%

0.4%

0.0%

Lehman Default

9/15/08 to
10/14/18

Per

Asset Class COMP-
0.81%  -0.3%
-2.22%  3.8%
-7.09%  18.6%
-7.81%  20.5%
-3.46% @ 4.8%

-85.69%  45.4%
-8.08%  1.7%
-5.49% 2.3%
-4.13%  0.2%

-19.97%  2.0%

-10.02%

Equity Market Debt_ Qelllng
Crisis &
R alliE Downgrade
3/4/0910 6/1/09 1715511 10 8/8/11
Per Per

Asset  Contrib. Asset  Contrib.
Class Class

0.21% 0.3% 0.33% 1.7%
-0.16% -1.2% 1.52% 42.0%
0.96% 10.9% 0.35% 14.9%
-3.34% -38.0% 1.55% 65.6%
1.53% 9.2% 1.46% 32.8%
46.34% 106.5% -3.59% -30.7%
-0.56% -05% 0.27% 0.9%
-1.87% -3.5% 0.93% 6.4%
-1.05% -0.2% 0.78% 0.6%
36.94% 15.8% -19.59% -31.3%
2.31% 0.62%
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Important Disclosures

PFM is the marketing name for a group of affiliated companies providing a range of services.
All services are provided through separate agreements with each company. This material is
for general information purposes only and is not intended to provide specific advice or a
specific recommendation.

Financial advisory services are provided by PFM Financial Advisors LLC and Public Financial
Management, Inc. Both are registered municipal advisors with the Securities and Exchange
Commission (SEC) and the Municipal Securities Rulemaking Board (MSRB) under the Dodd-
Frank Act of 2010. Investment advisory services are provided by PFM Asset Management
LLC which is registered with the SEC under the Investment Advisers Act of 1940. Swap
advisory services are provided by PFM Swap Advisors LLC which is registered as a
municipal advisor with both the MSRB and SEC under the Dodd-Frank Act of 2010, and as a
commodity trading advisor with the Commodity Futures Trading Commission. Additional
applicable regulatory information is available upon request.

Consulting services are provided through PFM Group Consulting LLC. Institutional
purchasing card services are provided through PFM Financial Services LLC. PFM’s financial
modeling platform for strategic forecasting is provided through PFM Solutions LLC.

For more information regarding PFM’s services or entities, please visit www.pfm.com.
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