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Fed Raises Rates at March Meeting




Historically Low Rates
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Fed raises rates 25bps
to a range of 1.50% to
1.75% at latest March
meeting, the sixth rate
hike since liftoff in
December 2015

Fed raised rates 25bps
to a range of 1.25%-
1.50% at December

2017 meeting, the third
rate increase in 2017

(March & June)

Fed raised rates 25bps
to 0.75% in December
2016 after seven
consecutive meetings of
unchanged policy
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Focus Shifts to “Normalize” Balance Sheet
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UST: Cap of $6bn per
month increased by
$6bn every quarter
until it reaches $30bn
in October 2018

2017 monthly avg. Fed
purchases of UST:
$16.82bn

MBS: Cap of $4bn per
month increased by
$4bn every three
months until it
reaches $20bn

2017 monthly avg. Fed
purchases of MBS:
$25.07bn
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Consolidated Balance Sheet
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An increase on both
sides of the Fed’s
balance sheet, as the
Fed purchased bonds
from primary dealers
in reverse auctions but
paid for them by
essentially making a
ledger notation in the
dealers' reserve
accounts

Essentially an
equivalent impact had
the Fed mandated
purchases by the
banks themselves
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GDP has Moderated STIFEL
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U.S. GDP in Q4 rose
2.9% following a 3.2%
rise in Q3

California GDP rose
3.4% in Q3, a four-
quarter high*

U.S. growth in 2017
averaged 2.6%

4Q avg U.S. GDP:
2.6% in Q4 vs. 2.3% in
Q3

2015 avg growth: 2.0%

2016 avg growth: 1.9%
2017 avg growth: 2.6%

*Data as of Q3 2017
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Previous Recoveries STIFEL

2.2% average growth
in the U.S. since the
Great Recession, the

lowest average
growth rate compared
to previous recoveries
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40%
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GDP Forecast STIFEL

3.0%

*Fed forecast from March SEP
**Stifel forecast

| U.S.GDP QoQ%

2.5%

2.0%
The Fed increased its
2018 GDP forecast to
2.7% from 2.5% and
its 2019 GDP forecast
to 2.4% from 2.1% in
the latest March SEP

1.5%

1.0%

0.5%

0.0% -
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 Longer
Source: Bloomberg, Stifel Annual Forecasts Run
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Job Growth Continues Downward Trend STIFEL

90 consecutive months 275 275
of positive payrol] — NFP 12-month average, k

growth — NFP 6-month average, k

250+ 250

March payrolls rose
103K, a six-month low,
and following a 326k
gain in February 2251 225
12-month average rose
from 186k to 188k in 200
March, a seven-month
high

200

Above 200k in April, 175

June, August, October

& November 2017

150 150

On a 6-month average

basis, the trend has
zglloﬂedzgzin}zggll(;rtl 125_\‘“‘“‘“"\‘“““““\“““““‘\““““‘“\“““““‘\“““‘““\“‘_125
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2017 Source: Bureau of Labor Statistics /Haver Analytics
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Uneven Growth Across States STH:EL

Employment Recovery post Recession

The recovery has been
notably uneven across
state lines

States in the Central
Plains were among the
earliest states to reach

and surpass their
previous peaks in
employment

Return to Peak

Several states in the [J2010t0 2013
Deep South and West . i - 2014
are among the slowest T~ oty B 2015
labor markets to : -
e — 12016 to 2017
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Uneven Growth Across Industries
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While certain sectors
clearly remain at the
forefront of such
“improvement,” other
sectors, such as retail,
for example, have
emerged as a source of
weakness with job
creation slowing
noticeably

Business services has
experienced the most
robust growth, adding
nearly 500k payrolls in
the past 12 months,
while information
services has been the
worst performing
sector, shedding more
than 62k jobs over the
past 12 months

Capital Markets
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Unemployment at 4.1%; California 4.3%
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Unemployment
remained at 4.1% in
March for the sixth

consecutive month, the
lowest since December
2000

The unemployment
rate has been well
within the Fed’s full
employment range
since October 2014 and
now falling below the
Fed's target range since
March 2017

California
unemployment rate at
an all-time low of 4.3%
as of February, further
below the 12.3% peak

in March 2010

Capital Markets
14
Fed Full Employment 4.7% - 5.8%
——U.S. Unemployment Rate %

—— California Unemployment Rate %
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Participation Rate Still Low STIFEL

68 -85.0

Participation rate at a
multi-decade low,
62.9% in March 66

The prime-age

participation rate

while improved from 64+
a low of 80.6% in
September 2015,

remains depressed at
82.1% in March, a 621
multi-decade low

775

-75.0

account for the
majority of the decline
in the labor force,

F72.5

20-55 year olds
60

— Labor Force Participation Rate: 16 Years + (SA, %) (left)

8.0m Americans (only 55 — Labor Force Participation Rate: 25-54 Years (SA, %) (right) 00

59% of working age T ‘ ‘ AN A
population) 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

Source: Bureau of Labor Statistics /Haver Analytics
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Gains in Household Spending Have
“Moderated”

15




Retail Sales Lose Momentum STIFEL
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March sales rose 0.6%,
the largest monthly
increase since
November

Y/Y sales rose 4.5%
vs. 4.1% in February

Excluding autos, sales
rose 0.2% in March
and 4.5% Y/Y, down
from 4.7% in February

Control group*
March sales rose 0.4%
Y/Y up 3.8% in March

following a 4.1%
increase in February

Six months of flat or
negative sales since
end of Q1 2017

*Control group excludes auto, building
materials, & gas stations sales

2.251 ,
= Retail Sales Ex Autos MoM% (left)

— Retail Sales Ex Autos YoY% (right)

1.501

0.751

0.001

-0.75+

'1'50_\ I I I I I

2016 ) 2017
Source: Census Bureau /Haver Analytics

Consumer Credit STIFEL

Cap

Consumer credit rose
by $10.60 billion in
February, a five-
month low, and
following a $15.59
billion increase in
January

The six-month
average fell from
$18.29 billion to $17.78
billion in February, a
three-month low

On an annual basis,
total outstanding
revolving credit,
which primarily

reflect credit cards,
rose just 0.2% in

February, the lowest

monthly reading since
November 2013

25 _ Consumer Credit Outstanding (EOP, SA, Bil.$) 6-month avg 225
15.0 r15.0
7.57 F7.5
0.0 0.0
754 r-7.5
-15.01 r-15.0

o ‘ o ‘ o ‘ e ‘ o ‘ o ‘ o ‘ o ‘ e ‘ o ‘ o
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Source: Federal Reserve Board /Haver Analytics
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Savings on the Decline STIFEL

12 ] F12
— Personal Saving Rate %
10+ 10
The personal savings ‘
rate is at 3.4% as of
February, up from 81 -8
3.2% reported in
January and a six-
th high
month hig 6- L6
The savings rate
averaged 6.0% 2009-
2015 and 4.1% 4 L4
thereafter
2_‘\“\"\“‘“\“\“\““‘\“\“\““‘\“\“\““‘\"\“\““‘\“\“\““‘\“\“\‘““\“\“\““‘\“\“\““‘\“\“\““‘-2
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Gas Prices Give Muted Boost STIFEL Capital Markets
March price of $2.59 4.0 4.0
near 2009 low
S
$2.56 six-month 3.6 3.6
average vs. $2.76 long-
term average
Down $1.10 and 30% 321 32
from a peak monthly
average of $3.69 in June
2014 (star) 2.8 r2.8

Gas prices are up 13%
from $2.30 a year ago 2.4 L2 4
and 44% from 2016 low

According to the
Energy Information
Administration, ] )
average retail gas prices — Retail gas price ($/gallon)
reached $2.70 a gallon 6o 16
in the first week of R e R N VG
. : . 2013 2014 2015 2016 2017
April, the highest since ) .
2015 Source: Haver Analytics
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Avg. Hourly Earnings Edging Higher
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Wages rose 0.3% in March,
following a 0.1% rise in
February

Up 2.7% Y/Y as of March,
a two-month high

2.7% 12-month average in
March

2.7% 3-month average in
March

Wages in California rose
0.2% in February and 2.6%
over the past 12 months,
down from a recent peak
of 4.9% in July 2017

“Regarding wage growth at
the national level,
several participants noted a
modest increase, but most
still described the pace of
wage gains as moderate.”
-March 21t FOMC
Meeting Minutes

3.001 -3.00

2.1% Avg since Recession
— AHE YoY% 12-month avg.

275 — AHEYor% 275

2.50 -2.50

2.25 r2.25

2.001 2.00

1.754 -1.75

1.50 -1.50

L
2010 | 2011 | 2012 2013 2014 | 2015 | 2016 | 2017 |

Source: Bureau of Labor Statistics /Haver Analytics
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Americans’ after-tax
income is on the rise,
thanks to the
administration’s Tax
Cuts and Jobs Act, but
for many, the increase
made little difference

According to a Bankrate
poll, nearly 75% of
Americans say they

didn’t notice a change in

their take-home after-tax
pay post tax reform

Furthermore, while the
Trump tax cut helped
alleviate the federal
burden, for many
individuals and
households, taxes were
already on the rise as
state and local
governments grapple to
finance rising deficits

How High Are Income Tax Rates in Your State?

Top State Marginal Individual Income Tax Rates, 2018

Top State Marginal Individual
Income Tax Rate

Map shows top marginal rates: the maximum statutory rate in each state. Thiz map does not

show effective marginal tax rates, which would include the effects of phase-outs of various

tax preferences. Local income taxes are not included

Source: Tax Foundation; state tax statutes, forms, and instructions; Bloomberg BNA. Lower Higher

Note: (*) State has a flat income tax. (**) State only taxes interest and dividends income.
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Consumer Confidence Peaks STIFEL Capital Markets
M Conference Board Consumer Confidence Index 140
—University of Michigan Consumer Sentiment Index
120+ 120
In March, the
Conference Board
Consumer Confidence 10 L 100
Index fell from 130.0,
an eighteen-year high,
to 127.7, a two-month
low 80 80
Additionally, the
University of Michigan 60 60
Consumer Sentiment
Index declined from
101.4} to 97.8 in the 40- L 40
preliminary April
report, a three-month
low
20_\‘“\"w“w“w“w"w‘“\“‘\“‘\“‘\“‘\‘-20
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Sources: The Conference Board, University of Michigan /Haver Analytics
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Gains in Business Investment Have
“Moderated”
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Modest Business Investment
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Nonresidential fixed
investment fell 5.1% at
the end of 2015, the
largest quarterly
decline since Q2 2009

Investment rose 6.2%
in 2014, 0.4% in 2015,
0.7% in 2016 & 6.3% in
2017

Investment rose 6.8%
in Q4 following a 4.7%
rise in Q3 2017, thanks
to an 11.6% increase in
equipment and a 6.3%
increase in structures

20

154

104

== Nonres. Investment % SAAR
— Nonres. Investment % 8-quarter avg

20

investrnentinQ4 -10_‘ [P ‘ [P ‘ [P ‘ [P ‘ [ ‘ [P ‘ [ --10
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Source: Bureau of Economic Analysis /Haver Analytics
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Corporate Investment Slows STIFEL Cantal Maniets
4 10

Capital goods
excluding aircraft and
defense - a proxy for
business investment -

increased 1.5% in
February, a five-
month high and
following a 0.3%
decline the month
prior and a 0.5% drop
in December

Year-over-year,
business investment
increased 7.7%, a two-
month high, but down
from a recent peak of
9.9% in October 2017

a= Orders ex air, ex def MoM% (left)
— Orders ex air, ex def/0Y% (right)

--10

2015 2016
Source: Census Bureau /Haver Analytics

2017
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Small Business Confidence STIFEL Capital Markets
110 ) — 110
— NFIB: Small Business Optimism Index (SA, 1986=100)
105+ 105
100 100
The NFIB Small
Business Optimism
Index fell from 107.6 954 95
to 104.7 in March, a
five-month low, but
still up more than 12 gp- L90
points from a recent
low in 2016
85 -85
80_\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘-80
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Source: National Federation of Independent Business /Haver Analytics
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Positive Equipment Investment STIFEL Cantal Maniets
30.01 . -30.0
= Equipment Investment % SAAR
— Equipment Investment % 8-quarter avg
22.54 -22.5
Equipment
investment rose 4.8%
in 2014, increased 15.01 r15.0
3.6% in 2015, fell 3.5%

in 2016 & rose 8.9% in

2017 7.57 75
Equipment
investment rose 11.5% 0.0 0.0
in Q4, the highest
since Q3 2014, and
following a 10.8% rise 7E] | .
in Q3 2017 75 78
-15.0 r-15.0

Dot T om2 T 013 T aond o015 T 018 T 2017 !
Source: Bureau of Economic Analysis /Haver Analytics
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Productivity Remains Weak STIFEL

“Participants generally 6 — Nonfarm Productivity 2-Yr Moving Avg, YoY% 6
noted few signs of a broad-
based pickup in wage
growth in available data.
With regard to how firms
4

might use part of their tax 4+
savings to boost
compensation, a few
participants suggested that
such a boost could be in the
form of onetime bonuses or
variable pay rather than a 27 2
permanent increase in wage
structures. It was noted that
the pace of wage gains might
not increase appreciably if
productivity growth 0 . ¥ 0
remains low.” v
-January 315t FOMC
Meeting Minutes

Q4 productivity was
1.0%, averaging 0.6% in 2 2
2017 and 0.7% over the 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015
past 5 years Source: Bureau of Labor Statistics /Haver Analytics
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Inflation Has Continued to “Run Below 2%” Target
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“Inflation on a 12-month basis is expected to move up in coming months and to

stabilize around the Committee’s 2 percent objective over the medium term.”
-March 215t FOMC Statement
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Inflation Momentum: PPI & CPI STIFEL

The PPI rose 0.3% in March, 44 -4
following a 0.2% rise the
month prior

Year-over-year, headline
producer prices rose 3.0% in
March, a four-month high

The core PPI also rose 0.3%
in March and increased 2.7%
over the past 12 months, the

highest since November
2011

The CPI fell 0.1% in March,
the first monthly decline in
ten months, and following a

0.2% increase the month — Core PPI yr/yr%
L — PPl yryr%
Year-over-year, headline -1{— Core CPI yr/yr% -1
consumer prices rose 2.4% in — CPlyriyr%

March, a one-year high
Y & 2% constant

Thecore CPlrse020im 24

i 2012 2013 2014 2015 2016 2017

month high Source: Bureau of Labor Statistics /Haver Analytics
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Decline in Inflation Momentum: PCE STIFEL

6 6
— PCE YoY%
— Core PCE YoY%

The PCE rose 0.4% in Feds2:0% Target

January and rose 1.7%

year-over-year for the
third consecutive
month, below the

recent peak of 2.2% in

February 2017, the first 24 Ly

+2% reading since

April 2012

The core PCE rose 0.3% L

in January and rose 0
1.5% year-over-year for V

the third consecutive
month, down from a
peak of 1.8% in January
2017 -2_\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘--2
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Source: Bureau of Economic Analysis /Haver Analytics
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“A few participants cautioned that, despite increases in market-based measures of
inflation compensation in recent months and the stabilization of some survey
measures of inflation expectations, the levels of these indicators remained too low to
be consistent with the Committee’s 2 percent inflation objective.”

“Downside risks included the possibilities that longer-term inflation expectations
may have edged lower or that the run of low core inflation readings last year could

prove to be more persistent than the staff expected.”
-March 215t FOMC Meeting Minutes
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Core Inflation Low for Decades STIFEL

450 — CorePCEYoy% |+
Fed's 2.0% Target
3.75+ F3.75
The core PCE rose 1.6% 3 (0 L3.00
in February, an eleven-
month high
Inflation has been 2.254 F2.25
under 2% for 21 of 25
years
1.50 r1.50
0'75_\ | | | | | | | | | | | | | | | | | | | | | | | | | | | \- 075
1990 1995 2000 2005 2010 2015
Source: Bureau of Economic Analysis /Haver Analytics
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Forward Guidance
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Fed Dot Plot Shows Three Hikes in 2018 STIFEL Capital Markets
500 FOMC Dot Plot Midpoint Rate Projections (%)
’ °
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E : oo o000
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3.00 eoe ecccoceeeee
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°
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“We've made one decision at this meeting and that decision was to raise the Federal
funds rate by 25 basis points.”

-Chairman Jerome Powell, March 215t Press Conference

“All participants saw some further firming of the stance of monetary policy as likely
to be warranted...Participants expressed a range of views on the amount of policy
tightening that would likely be required over the medium term to achieve the
Committee’s goals.”
-March 215t FOMC Meeting Minutes
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The Fed Continues to Expect a “Gradual”

Rise in Rates
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Buoyed by the
expectation of firmer
growth and prices to
come, the majority of

Fed officials anticipate
three additional rate
hikes in 2018, the same
number reported in the

December SEP

Fed may be
“overselling” future
hikes

In December 2014, the
Fed’s median
consensus for rate hikes
in 2015 was 4 and we
had 1 and in 2016 it
was 4 and we had 1

Finally, in 2017 the Fed
forecasted 3 hikes and
we had 3 hikes

35

=—"Federal Funds Target Rate %
Potential Pathway: Three Rate Hikes 2018 (Fed)

30 "1 ——Potential Pathway: Two Rate Hikes in 2018 (Stifel)

Federal Funds Rate:

25 A

Federal Funds Rate:
2.00% at end of 2018

Federal Funds Rate:

1.50% at end of 2017 \

0.5 1

0.0

2.25% at end of 2018 \

2008 2010 2012 2014 2016

Source: Bloomberg

2018
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During the Taper
Tantrum of 2013
yields rose more than
100bps January to
December before
recapturing 79bps 35
months later

10-yr yield rose 80bps
from November 1,
2016 to 2.63% on
March 13, 2017, the
highest since July 2014

10-yr rose 91bps from
September 7, 2017 to
2.95% on
February 21%, the
highest since January
2014

3.5%

—10-year UST 2013 Taper Tantrum Yield
~——10-year UST 2016 Trump Rally
10-year UST 2017 Tax Reform Rally

30% 7 P
2.5% A

2.0% A

1.5%

Rate Shock 13 65 7 9 11 13
Months Post Rate Shock

15 17 19 2

Source: Bloomberg
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Yield Curve To Flatten Further STIFEL

3.5%
w==12/30/2016 Yield Curve
—4/20/2018 Yield Curve
3.0% ~——End of 2018 Yield Curve Foreca:
2510s spread of 124bps
prior to liftoff and 5%
down to 42bps ’
following the March
2018 FOMC meeting  79%
With the 2-year up
125bps since the start of 15%
2017 and the 10-year
up 48bps, the spread of
48bps is near an eleven- 1.0%
year low
0.5%
Projected to flatten to
40bps by end of 2018
0.0%
FF* 5 10 15 20 25 30

Source: Bloomberg, Stifel Years to Maturity
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Composition of the Fed STIFEL

Federal Reserve 2018

Board of Governors District Presidents

Jerome Powell
Chairman' )
Voling
Eﬂ . !
Radsl  Mavin  Richwd  Michelle Vacsat ;’ﬂ;;’ T il ot
u.mn Quasles'  GoodSiiend®  Clands®  Bowman' New York N.lrk-mmf Clavaland Sam Francico Atlanng®
(Pending)  (Pending)  (Pending)
“ercene Powell was wwors m a5 Fed Chazmas on February 5, 3018 afer Junet Yellen's fous-year Non=Voting
ruded en Febnaary 3, 318

e I

“Sianley Fischer resigrod an Octuher 13, 2017, wellsefore bis term expired am June 12, 3013
Fuamndal Quaatbes was coufined by the Seuate a1 Vice Chasman for Supersation oa Octebes 3,
2017

e ol srvd o messer o e Bt of G fsm My 29,2012 Py 5
3018 He lewves 1
mmnwmmwummahdrmm\mwm.
Seome Bakin Cotenee sgevied s sossnanon o Feb 018 Hi oo wil e

ved bry the full Senate

Neel Tames Erie Eather Patrick Chaches
'.'DwdT resigmed s 5, 2017, well-before his tersa was set 8 expire om January 31, Robert
2002, Bihard Clrkl et wdntid by Presideas Trung fo serve a1 Fad Vice Chai o he _ Knsbiasi Bulrd  Rosengren  George Kaglan ~ Harker Evany
o of Govermocsan Apel 17, 2018 Minmeapolis S, Louts Baston  KamsazCHY  pajle;  Philadelphic  Chicago
Tetemy Stein tesigned cn My 28, %14 Michelle Bowman was nomemaied by President T
I serve on the Beard of Governaey on Apnl 17, 2018 =Dv\1|h tendency
“siarah Bloons Feskan srsigoed an March 13, 2014 =Hawh|htmkn:\-
lkx'lhn [ y will retire i oud 01K, about wxx numihe poot o the sxpueshon of lug term on ¥
‘New Yotk Fod naaued $an Fraacises Fed Preicent Jotm Willsas &6 1 Unnown teedency
E}«.MmmJ 2018 Wall Street Expesience
Monas Barkin begis: serviag as e niew Rickmosd Fed President on Juary §, 2018 aftes

Jeflery Lackes sesigned on Apal 4, 2017
"Raphasl Bastic took office an Jime 5, 2017 after Denis Lockhast resigned o6 February 28, 2017
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Wild Cards
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“... a strong majority of participants viewed the prospect of retaliatory trade actions
by other countries, as well as other issues and uncertainties associated with trade
policies, as downside risks for the U.S. economy.”

“A number of participants also suggested that uncertainty about whether all
elements of the tax cuts would be made permanent, or about the implications of
higher budget deficits for fiscal sustainability and real interest rates, represented
sources of downside risk to the economic outlook.”

-March 215t FOMC Meeting Minutes
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International Trade STIFEL

“Fair” and “reciprocal” trading relationships, renegotiate trade deals

that have left the U.S. disadvantaged; “America First” and protectionist

policies defending American workers and their interests.

* Tariffs on solar panels from China and washing machines from
South Korea, totaling 30% and 20%, respectively

* Tariffs on steel and aluminum, totaling 25% and 10%, respectively

* Second-round retaliatory tariffs of 25% proposed on more than
1,300 types of Chinese goods totaling $50Bn following China’s
25% tariff on 128 U.S.-made goods

* $100Bn in additional tariffs on China considered following China’s
announcement of additional 25% tariff on 106 U.S.-made goods

* China imposes temporary anti-dumping duties of 178.6% on U.S.
sorghum imports (U.S. exports of sorghum to China amount to
nearly $1 billion a year)

Renegotiate NAFTA, now in its seventh round.

Reconsidering membership in the TTP. Partnering with other Asian

countries would put pressure on the Chinese to end unfair trade

practices.
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Trump’s Key Agenda Points

STIFEL

* A four pillar framework for immigration including a path to
citizenship for Dreamers, building a “wall,” ending the visa lottery
program and moving towards a merit-based immigration system.

* Repeal & reform the Affordable Care Act. (Graham-Cassidy).

* Infrastructure spending bill proposes $200 billion in federal spending
and $1.3 trillion at the state and local level, totaling $1.5 trillion to
build roads, bridges, schools and airports “second to none.”

* Tax Cuts and Jobs Act
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Top Individual Tax Rate
Individual Tax Brackets
Child Tax Credit

Personal Exemption

Estate Tax

State & Local Tax Deduction
Medical Expense Deduction
Student Loan Interest Rate
Deduct.

Standard Deduction

Mortgage Interest Rate
Deduction

Charitable Donation Deductions

Obamacare Individual Mandate

Alternative Minimum Tax

Corporate Rate

Top pass-through rate
New investment purchases

Repatriation

Prior to 2017 Reform

39.6%

Seven (10%, 15%, 25%, 28%, 33%, 35% & 39.6%)
$1,000; 15% of earrings over $3,000 are refundable
$4,150 per taxpayer and dependent

Top rate of 40% on estates above $5.6 million
Income or sales and property taxes are deductible

Can deduct out-of-pocket expenses in excess of 10% of
adjusted gross income

Can deduct up to $2,500

$6,500/$13,000 (singles/couples)

Can deduct interest payments on up to $1 million of debt

Able to deduct charitable contributions that are made to
qualifying organizations

Penalty for not having health insurance
Alternative income tax calculation for businesses
35%

Taxed at individual rates

Complex rules for deducting over many years

The U.S. taxes multinationals on their global earnings at the

corporate rate of 35%, but allows them to defer taxes on

those foreign earnings until they bring them back to the U.S.,

or “repatriate” them

2017 Reform

37%

Seven (10%, 12%, 22%, 24%, 32%, 35% & 37%)
$2,000; up to $1,400 refundable

Eliminates

Increases threshold to estates above $11.2 million

All state and local tax deductions limited to $10,000

Reduce the threshold to 7.5% of adjusted gross income for the tax years
2017 and 2018.

No change

Nearly Doubles — $12,000/$24,000 (singles/couples)

Limited to payments on $750,000 of debt

No change

Repeals penalties starting in 2019

Ends the AMT for corporations but keeps it for individuals, while boosting
the exemption to $500,000 for single taxpayers and $1 million for couples

21% in 2018

20%, phasing out starting at $315,000 of income for couples

Five years of full expensing, then phased out over five more years
U.S. companies’ overseas income held as cash would be subject to a

15.5% rate, while non-cash holdings would face an 8% rate; companies
can make the payments in eight annual installments.




Trump Tax Cuts STIFEL

* Tax relief for middle-class families as well as for businesses, especially
small businesses. The simplicity of “postcard” tax filing and ending
incentives to ship jobs, capital and tax revenue overseas. Broadening
the tax base and providing greater “fairness” for all Americans by
closing special interest tax breaks and loopholes.

Fixec
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*  “Our expectation should be that we will continue to increase our dividend
and our share buybacks next year and the year after that and the year after
that.”

-Wells Fargo CEO Tim Sloan, December 18, 2017 CNN Money interview

* According to the Tax Foundation, the GOP tax plan would increase
the deficit by $1.47 trillion over the next ten years.

* The latest 2018 budget adds nearly $300 billion in additional
discretionary spending with increases in military and infrastructure.
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Debt Appetite Diminished STIFEL

77% of GDP, the 100 — Debt as a Percentage of GDP: CBO's Baseline (Fiscal Yr, %) 100
highest level relative
to the size of the
economy since 1950

Capi

80 -80

1950s decade-long
expansion posting
over 4.5% GDP vs.
stagnant 2% 60- 60
According to the
CBO, financing the
debt coupled with
rising interest rates 40 L 40
would result in a
four-fold increase

Federal interest
outlays totaled more ) S S 1
than $330b 50 55 60 65 70 75 80 8 90 95 00 05 10 15 20 25

Source: Congressional Budget Office /Haver Analytics
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Positive Market Reaction:

Equities Rally on Optimism
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After an initial fallout on election
day, equities have since
rebounded, pushing the Dow to
a record high as of January 26

The Dow broke through 23,000

on an intraday basis for the first

time on October 17" and closed
above 23,000 on October 18t

The Dow closed above 25,000 for
the first time on January 4%

The Dow closed down 1,175.21
pts (4.6%) on February 5th,
marking the largest one-day
point decline on record and
following a 665.75 pt drop the
prior trading day (Feb 2nd)

Equities had a wild ride
throughout the first quarter,
breaking a ten-month winning
streak with more than 50 days of
triple digit swings, 27 of which
ended in the red

Since the start of 2017, however,
the Dow is up 21% and up 31%
since election day

Dow Jones Industrial Average
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Continued Moderation, Subdued Inflation,
and a Flatter Curve
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Questions?
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Disclosures and Disclaimers

The Fixed Income Capital Markets trading area of Stifel, Nicolaus & Company, Incorporated may own debt securities of the borrower or borrowers mentioned in this report and may
make a market in the aforementioned securities as of the date of issuance of this research report.

Please visit the Research Page at www.stifel.com for the current research disclosures applicable to the companies mentioned in this publication that are within
Stifel’s coverage universe.

The information contained herein has been prepared from sources believed reliable but is not guaranteed by Stifel and is not a complete summary or statement of all
available data, nor is it to be construed as an offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without notice and do not
take into account the particular investment objectives, financial situation or needs of investors. Employees of Stifel or its affiliates may, at times, release written or
oral commentary, technical analysis or trading strategies that differ from the opinions expressed within. No investments or services mentioned are available to
“private customers” in the European Economic Area or to anyone in Canada other than a “Designated Institution”. The employees involved in the preparation or
the issuance of this communication may have positions in the securities or options of the issuer/s discussed or recommended herein.

Stifel is a multi-disciplined financial services firm that regularly seeks investment banking assignments and compensation from issuers for services including, but
not limited to, acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as a placement agent in private transactions.
Moreover, Stifel and its affiliates and their respective shareholders, directors, officers and/or employees, may from time to time have long or short positions in such
securities or in options or other derivative instruments based thereon.

Stifel Fixed Income Capital Markets research and strategy analysts (“FICM Analysts”) are not compensated directly or indirectly based on specific investment
banking services transactions with the borrower or borrowers mentioned in this report or on FICM Analyst specific recommendations or views (whether or not
contained in this or any other Stifel report), nor are FICM Analysts supervised by Stifel investment banking personnel; FICM Analysts receive compensation,
however, based on the profitability of both Stifel (which includes investment banking) and Stifel FICM. The views, if any, expressed by FICM Analysts herein
accurately reflect their personal professional views about subject securities and borrowers. For additional information on investment risks (including, but not
limited to, market risks, credit ratings and specific securities provisions), contact your Stifel financial advisor or salesperson.

Our investment rating system is three-tiered, defined as follows:
Outperform - For credit specific recommendations we expect the identified credit to outperform its sector
specific peers over the next six months.
Market perform - For credit specific recommendations we expect the identified credit to perform approximately
in line with its sector specific peers over the next six months.
Underperform - For credit specific recommendations we expect the identified credit to underperform its sector
specific peers over the next six months.

Additional Information Is Available Upon Request

1, Lindsey Piegza, certify that the views expressed in this research report accurately reflect my personal views about the subject securities or issuers; and I certify that no part of my
compensation was, is, or will be directly or indirectly related to the specific r dations or views ined in this research report.

© 2018 Stifel, Nicolaus & Company, Incorporated, One South Street, Baltimore, MD 21202. All rights reserved.
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