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Did The Fed Finally Break Something?
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5307 billion

Washington Mutual

Continental Illinois National Bank and Trust Chicago Ilinois 1984 540.0 billion
First RepublicBank Corporation Dallas Texas 1588 532.5 billion
IndyMac Pasadena California 2008 532 billion

La rge St b an k American Savings and Loan Stockton California 1988 530.2 billion
Colonial Bank Montgomery Alabama 2009 525 billion

failures Since GFC Bank of New England Boston Massachusetts 1991 521.7 billion
MCorp Dallas Texas 1989 518.5 billion
FBOP Corp banking subsidiaries Oak Park Ilinois 2009 $18.4 billion
Gibraltar Savings and Loan Simi Valley California 1989 515.1 billion
First City National Bank Houston Texas 1988 $13.0 billion
Guaranty Bank Austin Texas 2009 $13.0 billion
Downey Savings and Loan Newport Beach  California 2008 512.8 billion
BankUnited FSB Coral Gables Florida 2009 $12.8 billion
HomeFed Bank San Diego California 1992 512.2 billion
AmTrust Bank Cleveland Ohio 2009 $12.0 billion
WesternBank Mayaguez Puerto Rico 2010 511.9 billion
United Commercial Bank San Francisco Califormia 2009 511.2 billion

B \/\/ I\/I Southeast Bank Miami Florida 1991 $10.5 billion
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Please see important disclosures, chart explanations,
summary and commentary at the end of this report.




Fed Funds Rate during Fed Tightening Cycles
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Unrealized Gains (Losses) on Investment Securities

S Billions W Held-to-Maturity Securities Available-for-Sale Securities
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FINANCIAL
Please see important disclosures, chart explanations,

summary and commentary at the end of this report.

Note: Insured Call Report filers only.




A classic bank
run

SAWAM

FINANCIAL
Please see important disclosures, chart explanations,

summary and commentary at the end of this report.




Institution Program Estimated Program Size

The Fed Fed funds rate cut to 0%-025%

Discount rate cut to 0.25%

Large scale asset purchases® 518 trillion, Open-ended

Dollar swap line arrangements

Term Asset-Backed Securities Loan Facility (TALF) 5100 billion
Commercial Paper Funding Facility (CPFF) 5100 billion
Primary Dealer Credit Facility (PDCF) IUnspecified
Primary Market Corporate Credit Facility (PMCCF 500 billion
Secondary Market Corporate Credit Facility (SMCCF) 2250 billion
° Maoney Market Mutual Fund Liquidity Facility (MMFLF) 5100 billion
W h e re It a I I Municipal Liquidity Facility 500 billion
*Main Street® Lending Facilities (new and expanded) 5600 billion
Sta rte d - Paycheck Protection Program Lending Facility (PPPLF) $350 billion
Congress Coronavirus Preparedness and Response Supplemental Appropriation Act %83 billion
National Emergency Declaration 550 billion
Families First Coronavirus Responss Act! %192 billion
Coronavirus Aid, Relief, and Economic Security Act (CARESY 520 trillion
Individuals SE5E0 billion
Small businesses 5375 billion
Big businesses 500 billion
Public health 5155 billion
State and local governments 5340 billion
Education/Safety net/Other 570 billion
-

Total stimulus $6.55 trillion
Total stimulus as a % of nominal GDP 30.1%

Motes: 1. Has been evaluatied by the CBO: 2. Has not been evaluated by the CBC: 3. Based on change in the Fed's balance sheet assets between 2/28/2020 and &/9 20:20; Source: Federal Researve Board,

Congressional Budget Office, Tibrary of Congress, Www Congress.gov
B \/\/ I\/I Med Davis Research T_BEC_ 02020041411
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Weekly 1/O0772000 - 371772023 (Log Scale)
Money Supply and Monetary Base (Data reflects Wednesday posting)
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. Weekly 170371907 - 371772027 (Log scale)
Bank Deposits and Its Components {Data reflects Wednesday posting)
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Bank Name / Holding Co Name Nat'l BankID Bank Location Charter Consol Domestic Pet Pet Domestic Foreign IBF

Rank Asszets Aszets Domestic Cumulative Branches Branches
(Mil §) (Ml ) Aszets Assets

TEMORGAN CHASE BK 1 832218 COLUMBUS, OH NAT 3,201,942 2480682 77 15 4,791 33 00Y

NA/TPMORGAN CHASE & CO

BANK OF AMER. NABANE OF AMER 2 480228 CHARLOTTIE, NC NAT 2418508 2291312 a5 26 3 819 24 Y

CORP

CITIBANE NA/CITIGROUP 3 4746810 SIOUX FALLS, 5D NAT 1,766,752 1069311 61 34 661 14 Y

WELLS FARGO BE NAWELLS 4 451965 SIOUX FALLS. 8D NAT 1717331 1693335 a9 42 4 670 10 Y

FARGO & CO

USBENATUSEBC 5 304713 CINCINNATI, OH NAT 385,136 574872 as 45 2236 1 N

PNC BE NA/PNC FNCL SVC GROUP 6 817824 WILMINGTON, DE NAT 352307 350,670 100 47 2,617 1 N
G I 0 b a I TRUISTBEKTRUISTEC 7 83232 CHARIOTIE, NC SN 346,228 346,148 100 50 2,123 0 N

GOLDMAN SACHS BK 8 52182786 NEWYOREK, NY SMEB 486,067 430365 ad 52 2 2 N

USA/GOLDMAN SACHS GROUF THE

[ J
Syste m I ca I I y CAPITAL ONE NA/CAPITAL ONEFC 9 112837 MCLEAN. VA NAT 453313 452,784 100 54 292 1 N

TDEENATD GRPUSHOLDSLLC 10 407404 WILMINGTON, DE NAT 386,790 386,790 100 36 1.163 0 N

I m p 0 rta nt B a n ks BANK OF NY MELLONBANK OF NY 11 341101 NEWYORK. NY SNMB 324,646 236,838 73 57 2 15 Y

MELLON CORP

( G _S I B S ) h ave t h e STATE STREET B&TC/STATE STREET 12 33301 BOSTON, MA SME 208020 209,177 70 59 2 0 N
CORP

[

d t CITIZENS BK NA/CITIZENS FNCL 13 53303298 PROVIDENCE. RI NAT 226,402 226,402 100 60 1,143 1 N
advantage
FIRST REPUBLIC BK 14 4114367 SAN FRANCISCO, CA SNM 212,639 212,639 100 61 T2 0 N ’
MOBRGAN STANLEY PRIV EK 15 2489805 PURCHASE, NY NAT 209,664 200 664 100 62 0 0 N
NAMOBRGAN STANIEY
SILICON VALLEY BK/SVE FNCL GRP 16 B02E866 SANTACLARA CA SMB 209026 194 514 a3 63 16 1 N ’
FIFIH THIETTBR KAFIFTH THIEDS T RED CIARUINNALIL UH NAL e 89 LU U TR [iE* L1TU3 1 N
BC
MOERGAN STANLEY BEK 18 51456501 SAITLAKE CITY, UT NAT 201,363 201,363 100 63 0 0 N
NAMORGAN STANLEY
MANUFACTUERERS & TRADERS 19 501105 BUFFALO, NY SMEB 200,263 200,263 100 43 1,043 1 %
TCMET BE CORP
EEYBANK NAKEYCORP 20 280110 CLEVELAND, OH NAT 187,590 187,588 100 66 0a] 0 N

FINANCIAL
Please see important disclosures, chart explanations,

summary and commentary at the end of this report.

Source: Federal Reserve, December 2022



Dramatic shift in
market
expectation of
future Fed policy
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Fed Funds Futures Yield Curve
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The Fed thinks
differently..

SAWAM

FINANCIAL
Please see important disclosures, chart explanations,

summary and commentary at the end of this report.

Federal Reserve Target Federal Funds Rate “Dot Plot”
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Core CPI Components (Year-to-Year Change) Monthly Data 1991-01-31 to 2023-02-28

— CPI for Commodities less Food and Energy (2023-02-28 = 1.0%)

- = CPI for Shelter (2023-02-28 = 8.1%)
= = CPI for Services less Energy and Shelter (Super-core inflation){2023-02-28 = &6.1%)

120+ 112.0
110 111.0
10.0 110.0
F0F 1 2.0
80 1 8.0

Fed focusing on
shelter and jobs
in their inflation

battle

Source: Bureau of Labor Statistics, Haver Analytics
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Shaded areas represent
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But market stress

is increasing

FI NANCI AL

Composite Indicator of Systemic Stress (CISS) for Select Economies Daily Data 2008-10-10 to 2023-03-24

— China (2023-03-24 = 0.1198)
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The ECBs CISS is an indicator of contemporaneous stress in the ﬂnancnal sy‘stern Sowrce:  Haver Analytics -
Global Composite Indicator of Systemic Stress (CISS) (2023-03-24 = 0.2761)
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Peaks and Troughs of OECD Reference Series
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Can the economy handle a banking crisis?

S&P Global U.S. Purchasing Manager Indexes Manthly Data 2007-05-31 to 2023-05-31 NDR Economic Timing Model (Current Version) -- Mode Basis Monthly Data 1948-01-31 to 2023-02-26
—S5&P Global U.S. Composite PMI (Seasonally Adjusted)(2023-03-31 = 53.32) — Index of Coincident Economic Indicators
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32t 432
25+ 425
20t 420
25r Source: SEP Global PMI_]25 1 6
S&P Global U.S. Manufacturing PMI (Seasonally Adjusted)(2023-03-31 = 49.32) Source: The Conference Board
’ NDR Economic Timing Model (Current Version) (2023-02-28 = -3.00)
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30p Source: S&P Global P 130 | | | _
S&P Global U S. Services PMI (Seasonally Adjusted)(2023-03-31 = 53.76) -20r ftrong Recession 1-20
Source: Ned Davis Research, Inc.
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Coincident Index Performance
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407 140 Economic Timing | % Gain/ | % of
Model Indicates Annum | Time
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Source: S&F Global PMI Bureau of Economic Research recessions H - - -
LN B B s B B B B B B B B B B B B B B B B B B B B B B B Mild Recession -2.76 9.01
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Slow Growth 220 | 786
Moderate Growth 319 ( 18.32
Strong Growth 409 | 58.50
Shading indicates NBER-defined recessions Buy/Hold = 2.56% Gain/Annum
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S&P 500 Index Post-War Recession and Non-recession Bulls Scenarios for 2023

M8 - Non-recession Bull Average ' ' 11e
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85 - *Assuming non-recession bear bottom on 9/30/2022 -4 85

B4 L **Assuming recession end date of 9/30/2023 4 84

83 | Equity lines are indexed to 100 on 12/31/2022 Source: 5&P Dow Jonesindices | 83
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S&P 500 Index vs. NDR Crowd Sentiment Poll - Transitional Mode Basis Daily Data 1995-12-01 to 2023-03-21
— S&P 500 Composite Index (2023-03-21 = 4002.87)
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501 Source: 5&P Dow Jfones Indices 501

MNDR Crowd Sentiment Poll (2023-03-21 = 49.1)
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S&P 500 Index Performance
Full History: 1995-12-01 to 2023-03-21

MNDR Crowd Sentiment Poll | % Gain/ | % of
is Annum | Time

Above 660 -0.41 | 27.07

57.0 - 6.0 From Abowve 195 | 1745
57.0 - 66.0 From Below 19.20 | 1846
Below 57.0 9.99 | 36.62

Buy/Hold = 7. 15% Gain/Annum

S5744 © Copyright 2023 Med Davis Research, Inc. Further distribution prohibited without prior
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S&P 500 Index vs. 200-Day Moving Average Daily Data 2021-03-24 to 2023-03-24
—S&P 500 Index (2023-03-24 = 3,970.99)
200-Day Moving Average (2023-03-24 = 3,932.47)
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S5&P 500 Index Performance
S&P 500 Index Performance
Eull Hi . 1999-11-11 to 2023-03-24 Chart View: 2021-03-24 to 202_3-[]3-24

Moving average direction % Gain/ | % of ) | % Gain/ | % of

. . 200-Day Moving Average is | Annum | Time

based on reversals 200-Day Moving Average is | Annum | Time Rl 277 | 5753

of 0.5% or greater. Rising 7.36 | 69.04 Fa||ir|gg 1217 4247

Buv Hold 'ia;:;;%_ Gain/An eanipe Buy/Hold = 1.05% Gain/Annum
T = > i um * Cases less than one year are not annualized

5094 © Copyright 2023 Ned Davis Research, Inc. Further distribution prohibited without prior
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NDR Bond Benchmark Model -- Mode Basis Weekly Data 1965-12-20 to 2023-03-24
— Long-Term Government Bonds Total Return/T-Bill Total Return (2023-03-24 = 292.81)

398 1398
316+ 1316
2511 1251
200~ 4200
158 1158
126+ 1126
100 - 4100

Source: Ned Dawvis Research, lnc.

NDR Bond Benchmark Model (2023-03-24 = 107.2%)
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LT Gov't Bonds RS Performance
Full History: 1985-12-20 to 2023-03-24

% Gain/ % of

BBM Annum Time
Above 130 3326 612
Between 110 and 130 1061 43.17
Between 90 and 110 -3.00 33.52
Between 70 and ?0 -8.51 1549
70 and Below -24.73* 1.70

Buy/Hold = 3.00% Gain/Annum
* Cases less than one year are not annualized

B8&0 © Copyright 2023 Med Davis Research, Inc. Further distribution prohibited without prior
permission. All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html.
For data vendor disclaimers refer to www.ndr.com/vendorinfo/
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No strategy assures success or protects against loss.




Bottom Line

 Silicon Valley Bank run and other regional pressures likely due to the most aggressive

tightening cycle by the Fed in over 40 years after the largest money printing event we
have seen.

* The potential for a true banking ‘crisis’ seems real, but the market has currently
stabilized as the large G-SIBs take in deposits from their smaller peers.

* Atrue fix likely involves higher FDIC insurance, banks paying more interest on deposits,
more regulation on regional banks and more

. I\/Vedhave yet to see how this will affect the economy and our potential for a softer
anding.

* Market expectations on future Fed hikes have completely reversed.

* BWM is currentl ove_rweiﬁht equities while watching our objective indicators for the
next potential allocation shift.
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Slide 2 — This table lists the largest US bank failures. The recent failures of Silicon Valley Bank and Signature Bank rank as the second and
third largest, respectively.

Slide 3 — this chart plots the Fed Funds Target Rate during periods when the Fed was actively increasing rates. The current tightening
cycle has been steeper than in most historical cycles.

Slide 4 — this chart plots the unrealized gains and losses of held-to-maturity and available-for-sale securities that banks carry on their
balance sheets. The losses in the last year have been driven by rising interest rates.

Slide 5 — this chart shows the extent of the bank run on Silicon Valley Bank by plotting historical inflows and outflows, including the
S42BN in attempted withdrawals on March 9, 2023.

Slide 6 — this table shows the federal stimulus in response to the 2020 COVID-19 pandemic, a total of $6.55 Trillion.

Slide 7 — this chart plots money supply (as measured by MZM, M1, and M2) and monetary base (MO) in the top clip. The bottom clip
shows the money supply multiplier, the ratio of the various measures of money supply to the monetary base. The impact of the GFC and
COVID-19 pandemic on money supply can be seen on the chart.

Slide 8 — this chart plots total bank deposits in the top clip and the year-to-year change of total deposits in the bottom clip.

Slide 9 — this table lists Globally Systemically Important Banks, ranked by total consolidated assets.

Slide 10 — this chart plots expectation for the Fed Funds rate based on futures contracts as of various dates over the last few weeks. The
impact of the banking turmoil can be seen in the market’s dramatically changing expectations.

Slide 11 — this chart represents each FOMC participant’s projection for the federal funds rate. The dots reflect what each participant
thinks will be the appropriate midpoint of the fed funds rate at the end of each calendar year. The chart currently indicates higher rates
through the end of 2023 with rates falling below 3% by the end of 2026. The dispersion among the dots indicates the wide range of
participants’ outlooks.

Slide 12 - this chart plots the year-to-year change in Core Commodities CPI (ex-energy and food), CPI for Shelter, and Service CPI (Ex-
Energy and Shelter). As can be seen, Core Commodity CPI has fallen from highs while Services and Shelter CPI have risen.

Slide 13 — this chart plots economic stress based on the ECB’s Composite Indicator of Systemic Stress. The ECB's CISS is an indicator of
contemporaneous stress in the financial system. It includes 15 raw, mainly market-based financial stress measures that are split equally
into five categories, namely the financial intermediaries sector, money markets, equity markets, bond markets and foreign exchange
markets. A reading of 0=no stress, 1=high stress.

Slide 14 — the chart on the left shows Composite PMI, Manufacturing PMI, and Services PMlI in the top, middle, and bottom clips
respectively. Purchasing Managers' Indexes (PMls) are designed to monitor underlying business conditions and economic health.

the chart on the right shows the performance of the economy (measured by the Index of Coincident Economic Indicators, top clip) and
the latest version of NDR’s Economic Timing Model (bottom clip), along with its hypothetical performance. The NDR Economic Timing
Model consists of 27 different economic indicators that monitor a different sector of the economy. The individual indicators are
combined to produce an indication on the direction of the economy. Currently the model indicates mild recession.
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Slide 15 — this chart plots average S&P 500 performance during recession bull markets and non-recession bull markets based on post-war
historical performance.

Slide 16 - This chart provides perspective on a composite sentiment indicator designed to highlight short- to intermediate-term swings in
investor psychology. The composite is based on seven individual sentiment indicator and the reading shows what percentage of all the
investors represented by the data can be classified as bullish on the stock market at any given time. Sentiment is currently in the extreme
pessimism zone (most investors are bearish), indicating stock prices may be near a bottom.

Slide 17 — this chart plots the S&P 500 against it's 200-day moving average. A rising 200-day moving average (i.e. current S&P 500 level is
above 200-day moving average) has been a positive indicator for future returns.

Slide 18 - This chart is designed to measure the outlook for the bond market. The top clip plots the total return of long-term treasury
bonds. The bottom clip plots Ned Davis’ Bond Benchmark Model. As bond momentum improves or economic statistics weaken, the
model improves. Conversely, when bond momentum falls or the economic numbers strengthen, the model weakens.

Slide 19 — we are currently overweight stocks, underweight bonds, and overweight cash. Within the equity allocation, we are
marketweight US, large cap, mid/small cap, and international. Within fixed income, we are marketweight credit and have a focus on
owning bonds with shorter duration.



Important Disclosure Information

Please remember that past performance is no guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future
performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by BWM Financial (“BWM”)),
or any non-investment related content, made reference to directly or indirectly in this commentary will be profitable, equal any corresponding indicated historical performance level(s), be
suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be
reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for,
personalized investment advice from BWM. BWM is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be construed as legal or
accounting advice. A copy of the BWM'’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request or at

www.bwmfinancial.com. Please Remember: If you are a BWM client, please contact BWM, in writing, if there are any changes in your personal/financial situation or investment objectives
for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our
investment advisory services. Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if you
have not been receiving account statements (at least quarterly) from the account custodian.

Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only, and generally do not reflect
the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of decreasing
historical performance results. It should not be assumed that your BWM account holdings correspond directly to any comparative indices or categories. Please Also Note: (1) performance
results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your BWM accounts; and (3) a description of each comparative
benchmark/index is available upon request.
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Questions?

To Unmute Line: Click microphone button on screen
or press *6 on phone. Please re-mute after by clicking microphone
again/pressing *6

Please follow BWM Financial on LinkedIn and Facebook for real-time updates on future events, in-house
written content, and other shares!
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