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Background

Rick Phillips

= FHN Main Street Advisors President-2005 to Present

= Clark County Nevada Chief Investment Officer-1998 to 2005
= City of Las Vegas Investment Officer-1989 to 1998

= Government Investment Officers Association (GIOA) Founder

= FHN Main Street manages and consults on ~$70 Billon of AUM for States and Local Govts
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Paramount Principals of Investment Programs

Longer Duration Will Generate More Investment Income Over the Long Run |
Detailed Asset/Liability Matching Model (aka: Cash Flow Model) is a Must
Interest Rate Risk (WAM/Duration) Matches Cash Flow Metrics

Credit Can Enhance Income, But Duration is the Bigger Determinant of Income
You...Nor Anyone Else Can’t Time the Market Accurately Over the Long Run

Limit Optionality (Callables) in the Portfolio

Do Not Let GASB 31 (mark-to-market) Drive Investment Decisions/WAM-Duration
Understand the Risks of Funds in LGIP and Other Pools

Follow GAAP (Generally Accepted Accounting Principles)

10 Benchmark Your Investment Program and Portfolio in Multiple Ways

11. Tell the Story: Provide Quality, Timely, Transparent Reporting
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Yield Curve History — Most Important Information

Benchmark Treasury Modified Sharp Ratio (MSR) Analysis

Jan 1977 to Present

Modified
Avg Sharp | % Return of 10Yr /
Maturity |Avg Yield| Duration | Ratio % 10Yr Risk
3 Mon T-Bill 4.32 0.25 2% | 3%
1YrT-Bill 4.75 1.00 0.43 80% [/ 12%
2YrT-Note 5.04 1.91 0.37 84% [ 24%
3 YrT-Note 5.21 2,78 0.32 8% | 34%
5 YrT-Note 5.53 4.55 0.27 93% | 56%
7YrT-Note 5.78 6.24 0.23 9% | 1%
10 Yr T-Note| 5.97 8.10 0.20 100% / 100%

4.75% (1Y) - 4.32% (3™) / 1.00 (1YrDur) = 0.43

6.25
6.00
5.75
5.50
5.25
5.00
4.75
4.50
4.25

M

Avg Tsy Yields Jan 1977 to Present

1Y 2Y 3Y 5Y

10Y

4.75% (1v) / 5.97% (10v) = 80%

Yield Comparison

1.00 (1v)/ 8.10 (10v) = 12%

Duration Comparison

Source: Bloomberg, FHN Main Street
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US 10 Year Yields (1790 to Present)
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1 Year WAM (Weighted Avg. Maturity) VS. 2 Year WAM

1 Year WAM Portfolio 2 Year WAM Portfolio
(24 2Yr Treasuries) (48 4Yr Treasuries)
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1 Year WAM vs. 2 Year WAM: A Long View of Returns

Year | 1Y WANM | 2¥ WAM | Var Year | 1Y WAM | 2Y WAM | Var

1966] 470 | 430 |(020)|(1995| 6.05 584 |(0.21) Treasury Portfolios: 1Y WAM vs. 2Y WAM

1967 508 | 463 (0285|1988 so00 | 582 [008) 14

10968 533 504 |(0.28)] [1997] 581 626 |0.35

1969] 638 | 573 [jos5)| (1998 556 | 593 [o037 13 - 1Y WAM 2Y WAM

1970] 7.08 627 |i0.81)||1922] 528 | 573 |o045

1971 618 545 |028 ||2000] 582 | 575 |ioom 12

1972] 530 540 112 ||2001] 504 | 529 Jo25

1973| 624 | 648 |024 ||2002] 323 | 487 [184 1 How Much of a Tax

1974] 757 660 |(0.57)]|2003] 215 412 [198 -

1975 756 | 705 [j051)| (2004 202 335 [134 10 Increase Would Your Entity

1976| 677 | 733 |057 ||2005] 312 | 327 |0.16 9 Need to Do to Cover This

1277| 6.43 731 [o0s88 ||2008] 433 360 |[074)

0.53) “Lost” Revenue?

1978 7.40 744 |0.04 ||2007| 4.59 406 |(0.53) = 8 oS £
-174 1979 923 | 793 [[130)]|2008] 318 301 |o73 5

1980] 1095 | 907 [(188)][2000] 148 337 |183 2
BP/YI'> 1981| 13.17 | 1094 |(2.22)||2010| 0.83 256 | 1.73 S .

1982] 1368 [ 1211 [(157)][2011] os8 174 [117

1083] 1150 | 1236 (086 |[2012] o036 126 |08 5

1084] 1093 [ 1250 [157 |[2013] o029 102 [073

1985 1046 | 1138 (093 |[(2004] o032 | o026 [o0s7 1

1286 807 | 994 [187 |[2015] o057 | osg2 [o42

1987 714 | 924 [210 |[|2016] o076 114 |o038 3

1988] 7.75 831 [056 |[|2017] 112 137 |025 5

1989| 834 | 797 [i037)||2018] 196 172 [(0.24)

1990 837 | 825 [jpay)]|2018] 225 189 [[o.3s5) 1 -

1991 732 | 807 [075 |[2020] 118 | 172 [o053 S hLJ

1992| 563 742 [179 |[2021] 033 144 [111 0

(0.09) E AR BEER & = = 4 2 8232 8 8
sl e [ e [oslfonl i [ 15 Joos|  $ 3555558358858 8888888888368 ¢83
1¥ WAM Avg=5.25% 2¥ WAM Avg=5.61% 2Y WAM ws. 1¥r WAM = 35 Basis Points Per Year

Motes: 2¥ WAM is 48 Month Mov Avg of 4Y Tsy, 1¥ WAM is 28 Month Mowv Avg of 2Y Tsy

The 4Y Tsy is the avg of the 3¥ and 5Y Tsy since the US Treasury doesn't issue 3 4Y The Investment Portfolio is the Only Are of Local Govt Where

Source: Bloomberg, FHN Main Street
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Real World Shorter Duration vs. Longer Duration #1

Shorter Duration/Lots of Credit vs. Longer Duration/Minimal Credit

5.0

] Longer Duration Avg Yield: 1.79%
Shorter Duration Avg Yield: 1.25%
4.0 .
Average Annual Variance: .54%

- 35
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& 3.0
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w 25 : - :
~ Longer Duration/Minimal Credit
w (Awg Dur 2.1)
o 20
(]
]

1.5

1.0 Low Yield 1.13%

0.5 i -

Shorter Duration/More Credit Low Yield .38%
(Avg Dur 1.1)
0.0
2008 2000 2010 2011 2012 2013 2014 2015 2016 2017 2018 2010 2020 2021 2022
Source: FHN Main Street, Entities’” Websites
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Shorter Duration
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FHN Main Street Client

Longer Duration
(Avg Dur 2.1)
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Real World Shorter Duration vs. Longer Duration #2

5.0

45

4.0

3.5

3.0

25

2.0

BOOK YIELD PERCENT

15

1.0

0.5

0.0

Shorter Duration/Lots of Credit vs. Longer Duration/Minimal Credit

Longer Duration Avg Yield: 1.79%

Shorter Duration Avg Yield: 1.23%
Average Annual Variance:

.56%

PTIF Shorter Duration
(Avg Dur .3)

FHN Main Street Client
Longer Duration/Minimal Credit
(Avg Dur 2.1)

Low Yield 1.13%

PTIF: Shorter Duration/Lots of Credit
(Avg Dur 0.3)

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: FHN Main Street, Entities’” Websites
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Low Yield .32%
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Credit
20%




Real World Shorter Duration vs. Longer Duration #3

075 | 136(226 194 (052|035 | 164|215
[0.55)| 0.5 |1.27 [1.55 |1.17 | 0.68 | 047 |0.53 |0.62 |0.64 | 0.55

Yield: Clark County NV Pool vs. LAIF
7
= | AIF  =—(Clark Co
b
5
=
=
g 4
a
(=1
3
2
1
0
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2002 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Average Fiscal Year Yields YTD
Fiscal Year | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 ( 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | Avg
CC Pool 530|592 | 615|436 (274|206 | 279|374 457 (453|345 (221|166 | 106 (077|078 (089 108|130 (161214 (207 |140) 109 | 185 2.62
LAIF 536 (568|613 (343|218 (153|223 | 385|512 (438|219 | 066|048 | 038 | 031|025 | 027|043
Variance [(0.05)|0.24 |0.02 |0.83 (056 |0.53 [0.56 |[0.11)

0.25 |(0.12)|0.13 |0.858 |0.74 |0.21 | 047

Source: FHN Main Street, Entities’” Websites

Avg WAMs: LAIF ~.7 Years, Clark County ~2.0 Years
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500+ PhDs...You’d Think They’d Do Better!
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Fed "Dots" Rate Expectation vs. Historical Fed Funds

‘ Fed Rate Expectation at the End of Each Year
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Past Hikes and Forecasted Hikes/Cuts Per Fed Funds Futures

Fed Funds Futures vs The Fed Dots
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Past Hikes and Current Fed Funds Futures Rates...Good Luck Timing That!

= 6.00
M Peak Fed Funds Futures Rate 5.57

"} Current Fed Funds Rate 4.75

Expected Peak Fed Funds Rate This Cycle 5.57%

-5.00

: --------- 3 |-4_m
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Jan 2022 Y A R L :

Ju=21=d

=200
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5.0
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Source: Bloomberg .FEDHIGH U Index (Fed Funds High 2023) Fed Peak Rate Daily 31DEC2020-07MAR2023  Copyright® 2023 Bloomberg Finance L.P.  07-Mar-2023 08:52:53
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“Just a Bit Outside!” Bloomberg Survey Forecast From Jan 2022 for Q1 2023

Sgreen Printed

Market Yield 0,25

I"It '.-.I |

Recent Updates “50{ .

-3 :l"'_'_._ A&

S 2-Year

Market Yield 1.18

e B b el s e o
2 CENT |_I.|-|_|I:.Ir'_'.._'

Source: Bloomberg as of 3/3/23
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It’s Tough To Time the Bond Market

S&P Dow Jones

Indices

A Division of S&P Global

SPIVA U.5. Scorecard

Year-End 2021

Report 11b: Percentage of Fixed Income Funds Underperforming Their Benchmarks - Risk Adjusted Returns

FUND CATEGORY COMPARISON INDEX 3-YEAR (%) 5-YEAR (%) 10-YEAR (%) 15-YEAR (%)
Barclays US Government
Government Short Funds 76.92 84.00 86.21 88.57
(1-3 Year)
Barclays US Government/Credit
Investment-Grade Short Funds 98.98 95.74 96.45 100.00
(1-3 Year)
Government Intermediate Barclays US Government
. 62.50 73.68 83.87 80.00
Funds Intermediate
Investment-Grade Barclays US Government/Credit
93.97 93.81 83.73 95.00

Intermediate Funds

Source: S&P
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The “Yield Curve Trap” Why Would | Buy a 5 Year When the 3 Month is Higher?

1589 - 1993

?

e

U.5. Treasury Yield Curve Change

-600 Basis Points

—t—1[7/89
=] /30,/93

M BM 1Y n 3Yr 5Y 10v

oy

2006 - 2008

5.0

8.0 -

U.5. Treasury Yield Curve Change

-

=—=r /30,06
ol 172 /31 /08

Source: Bloomberg
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Is The Yield Curve Telling Us the Economy Will Be “Snake Bitten”?

How Long Until the Recession?

360
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424
271
425
248
522
273
?P?
337

Days to Mext
Recession

Date of Next
Recession
Dec 1969
Mowv 1973
Jan 1980
Jul 1981
Jul 1930
Mar 2001
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Feb 2020
777

Days Inverted
24
177
91
102
30
135
217
41
84
100

Inversion
1/5/1969
12/3/1978
11/2/1980
6/1/1989
7/26/2000
7/27/2006
6/1/2019
1171472022
Average

Date of 5th Day | Consecutive Trading
6,/9/1973

U.S. Treasury Monthly Maturities (0-7 Years)
Using Mid Yields

| When the 10Yr/3M U.S. Treasury Curve Inverts 5 Consecutive Trading Days

E{GH— HEDGEYE

YIELD CURVE

5.50

4.50
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4,20

§ 8 § § 8 &8 88 R B
I T S S S

PI2IA Juadiag

| 1-2 Year | 2-3 Year | 34 Year | 4.5 Year | 3-6 Year | 6-71 Year

0-1 Year

3/7/2023 |

Source: Bloomberg
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When the Fed Stops Hiking, The Curve Steepens...But All Rates Fall
[ M 10Y-3M Spread -89 ] e . =400
. I," I = 300
7 =
1 =
/ ,:‘ / - 200 &
i / / i o’
’ W K -
1 / -0 S
/ ! / A L 71
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] q / ,', B
/ d
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: : ! 3M Yid i 4. 54
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) R\ - b
- |9 Recession L 10 =
Soft ) l 3
Landing e W) |
.-. 2.0
___________________________________ Y -----._ -_0-0
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2000R0 — 20004

20052009
Copyright®@ 2023 Bloomberg Finance L.P.
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GIF (Growth Inflation Fed) : EXpectations of GDP/Inflation Drive Future Interest Rates

U.S. GDP YOY and CPI YOY

Economist Irving Fisher

—

10% mGDP mCPI

8.7%
9% 8.3%

6%

8.0% ‘
7.1% ;
6.7% -
5.8% 4 a3
ca  5T% %
5.0% :
5% . 4.1% »
4% : 3.4% 3,79
3% [
1.8% : &3
1% I I U.g% ‘
0.4% . .
0.1% The Fisher Equation:
" ull UH R -0 = q

Long-Term Risk-Free Rate=

Forecast Real Rate + Expected Inflation
Sep 21 Dec 21 Mar 22 Jun 22 Sep 22 Dec 22 Mar 23 Jun 23 Sep 23 Dec 23

-1%

GDP and CPI: Quarterly Average

Source: Bloomberg, Google
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Inflation and Rates are Correlated...Well Kind Of

ECONOMIC RESEARCH

FRED -~

FRED g/ﬂj — Consumer Price Index for All Urban Consumers: All Items in U. 5. City Average
) — Market Yield on U.S. Treasury Securities at 2-Year Constant Maturity, Quoted on an Investment Basis
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Source: FRED
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2y Fed Funds SPREDDDDDDDDDDDDDD

2 Yr Tsy vs Fed Funds Upper Rate
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Investment Program’s Primary Objectives

T

2. Liquidity: The investment portfolio shall be structured to timely meet expected

1. Safety of Principal: Safety of principal is the foremost objective of the [entity’s]
investment program. Investments by the [designated official] shall be undertaken in
a manner that seeks to ensure the preservation of capital in the overall portfolio. To
attain this objective, diversification of security types, sectors, issuers, and maturities
is necessary in order that potential losses on individual securities do not exceed the
income generated from the remainder of the portfolio.

Home

About

cash outflow needs and associated obligations which might be reasonably
anticipated. This objective shall be achieved by matching investment maturities with
forecasted cash outflows and maintaining an additional liquidity buffer for

Conferences

CGIP

-——————————,

Webinars

unexpected liabilities. ,
e e e e e e e e e e e e e e e e e e e - Jobs
3. Investment Income: The investment portfolio shall be designed to earn a market investment olcy Cert |
rate of investment income in relation to prevailing budgetary and economic cycles, Sponsorship Benefits
while taking into account investment risk constraints and liquidity needs of the
portfolio.
N FHN
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Different Operating Portfolio Strategies/Structures

Proactive Management or Buy & Hold

Cash Flow Matching

Index Matching

Active Management

Barbell/Maketing Timing

Market Timing/Relative Value
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145.0%

4 1 | —
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40.0%

-4-5Y+

100%

90%
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Maturity Distribution

50% 50% 50% 5.0%
- . . ..

0-1y 1-2y 2-3Y 3-4Y -4-5Y+

20% - 20%
10% 10%
0% - 0%
0-1¥ 1-2¥ 2-3¥ 32-4Y -4-5Y+ 0-1¥ 1-2y 2-3¥ 3-4Y -4-5¥+
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Before/After: Implementing a Asset/Liability Matching Strategy

Before: .9 Duration

MATURITY DISTRIBUTION
80% _ 78.4%

70% -
60% -
50% -
40% -
30% -
20% -
8.7% 7.4%

10% - 4.0%

1.5%

0%
0-1Y 1-2Y 2-3Y 3-4Y 4-5Y
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After: 2.1 Duration
MATURITY DISTRIBUTION
B0% -

70% -
60% -
50% -
40% -
32.1%
30% -

20% -

10% -

0%

0-1Y 1-2Y 2-3Y 3-4Y 4-5Y
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Maturities by Month

After: 2.1 Duration
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Cash Flows May Not Repeat Exactly...But Usually Rhyme

Historical Book Values
City of San Ramon

12/31/2022
.

550 -
{)
1
580 !
i
1
1
i
1
1 1
1
1
w i
E \
E 570 - i 1
- \ \
s v I
. \
-17Mil \.
\
o, \
60 - -20% !
A/
-15Mil
0,
-19%
SED T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T
8 S IF I HIEITIITIIILIDESES TN RIRI IR/ IFHFHGH
= B = m = s = = s = B = s = 5 = m = 5 = m = s = m =
2283883853282 258328328323832832823282248328328
Jul Aug Sep Oct Now Dec Jan Feb Mar Apr May Jun
Fiscal Year 2019 5785 SBO_7 5784 574 4 5697 5673 5747 5B0.7 579.8 5795 5846 584 8
Fiscal Year 2020 SB38 $829 $83.1 5748 570.8 5708 5779 $82.0 578.4 5788 586.0 SBT7.0
Fiscal Year 2021 5855 S84 8 5B85.7 5816 576.1 5732 5754 5773 577.4 5836 585.3 5B5_2
Fiscal Year 2022 SB4AT SBO.S 5B80.6 578.6 574.7 5713 5706 $B0.3 581.7 5818 5819 SB2.0
Fiscal Year 2023 5T6E 576.2 576.3 575.2 5746 5717
Averzze Daiby Balance
Source: FHN Main Street
N FHN
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Knowing the Rhyme Helps Match Assets with Liabilities

Historical Book Values Per Fiscal Year
12/31/2022

City of San Ramon

=== Fiscal Year 2020 Fiscal Year 2021 == Fiscal Year 2022 === Fiscal Year 2023

590 1 == Fiscal Year 2019
535 | r/“
580
w
=
2
— 1"‘—-___-__
=
575 - =
570
555 T T T T T T T T T T T 1
= "] o = = -] = s = =
3 3 3 e 2 g < s 2 2 3 3

Source: FHN Main Street
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Bigger Drawdowns = Lower WAM/Duration

Combined CCSD General Portfolio

Historical Book Values

12/31/2022
$2,200 -
$2,100 - =
£2,000 -
£1,900 -
$1,800 -
1,700 -
1,600 -
41,500 -
E $1,400 -
=]
= $1,300 -
= $1,200 -
$1,100 -
1,000 -
5900 -
S800 -
5700 -
S600
$500
S400 T T T T T T T T T T T T T T T T T T T T T T T T T T 1
o o o o o L=31 o o o = = = = = = i i — — — i I i~ o i~ i~ e o e o
R R R Y R R Y T R R S i s et T - L S S L S S 2+ - L ST - T ST
= ¢ 8 £E E & 2 £ B E E & 2 £ B £E E & =2 % B E E ®E = & B8 £ E &
wo o=z T 2= [ - - [ - - w o=z T Z2 = v oZ2 2=
Jul Aug Sep Oct MNow Dec Jan Feb Mar Apr May Jumn Average
FY 2019 5535.7 5525.2 S679.6 5722.0 5847.4 5859.4 S838.6 5956.1 51,054.9 51,104.0 51,152.8 5952.0 5852.3
FY 2020 5694.8 5770.1 $1,078.0 51,060.9 51,263.4 51,241.0 £1,229.6 51,353.7 51,260.3 5$1,311.5 5$1,380.8 $1,137.2 $1,148.4
FY 2021 51,033.7 51,013.7 51,231.8 51,296.9 51,367.6 51,379.1 51,310.8 51,390.6 51,435.3 51,483.7 51,559.3 51,288.5 51,315.9
FY 2022 51,000.0 51,183.2 51,489.0 51,551.3 51,687.0 51,691.1 $1,704.3 51,795.6 51,816.2 $1,891.7 $2,000.6 $1,897.6 $1,642.3
Source: FHN Main Street FY 2023 51,707.3 51,833.5 51,855.5 51,948.1 52,021.3 52,080.5 5$1,007.7
‘ F H N Figures in Millions, Average Monthly Book Value, Includes ABS/MBES Portfolio As OF July 2020
A
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Security Type Selection for Different Strategies

Securities to Match Cash Outflows: Securities to Market Time:
= Bullets = Bullets
= ABS Credit Card (soft bullets) = Paydowns (ABS/MBS/SBA)
= Floating Rate Notes " Floating Rate Notes
= Callables

= Step-Ups/Step-Downs
= Bond Mutual Funds
" Floating NAV Funds

z]‘ FHN
FINANCIAL. 29
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The “Bad News of Good News”
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The Goofiness of GASB 31 -5 Year T-Note Issued 6/30/18, Matures 6/30/23

M Last Price oo— G+
High on 03/27/20 107-19+
Average 102-28+ 107
Low on 10/05/18 98-02+

2018 201% 2020 2021 2022 2023
9128284 Gowvt (T 2 5 06/30/23) Weekly I0IJUN201E-17FEB2023 Copyright® 2023 Bloomberg Finance L.P. 18-Feb-2023 09:14:29

Source : Bloomberg

N FHN :
N FINANCIAL Bonds are Different Investment Creatures than Bond Funds, Stocks, Crypto
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Disclosure

Although this information has been obtained from sources which we believe to be reliable, we do not guarantee its accuracy, and it may be incomplete or
condensed. This is for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of any security. All herein
listed securities are subject to availability and change in price. Past performance is not indicative of future results, and changes in any assumptions may have a
material effect on projected results. Ratings on all securities are subject to change.

FHN Financial Capital Markets, FHN Financial Portfolio Advisors, and FHN Financial Municipal Advisors are divisions of First Horizon Bank. FHN Financial Securities
Corp., FHN Financial Main Street Advisors, LLC, and FHN Financial Capital Assets Corp. are wholly owned subsidiaries of First Horizon Bank. FHN Financial
Securities Corp. is a member of FINRA and SIPC — http://www.sipc.org/.SIPC.

FHN Financial Municipal Advisors is a registered municipal advisor. FHN Financial Portfolio Advisors is a portfolio manager operating under the trust powers of
First Horizon Bank. FHN Financial Main Street Advisors, LLC is a registered investment advisor. None of the other FHN entities, including FHN Financial Capital
Markets, FHN Financial Securities Corp., or FHN Financial Capital Assets Corp. are acting as your advisor, and none owe a fiduciary duty under the securities laws
to you, any municipal entity, or any obligated person with respect to, among other things, the information and material contained in this communication. Instead,
these FHN entities are acting for their own interests. You should discuss any information or material contained in this communication with any and all internal or
external advisors and experts that you deem appropriate before acting on this information or material.

FHN Financial, through First Horizon Bank or its affiliates, offers investment products and services. Investment products are not FDIC insured, have no bank
guarantee, and may lose value.
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