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Overview

Key Takeaways

The FOMC further reduced the fed funds rate in Q4 2024.

The committee cut the fed funds rate by 25 bps at each of its November and December 2024 meetings. A

e felilh GLatel of ZUZ4 sawy iUriher Guis total of 100 bps in rate cuts has been seen so far.

to the federal funds rate by the Federal
Open Market Committee (FOMC). The
FOMC once again suggested it will assess
incoming data as it considers “the extent
and timing” of additional adjustments.

The labor market is stable.

Total non-farm payrolls increased by 256,000 in December. The unemployment rate has been in a tight
range for several months, fluctuating from between 4.1% and 4.2%.

At the December 2024 meeting, the Federal
Reserve’s Summary of Economic
Projections (SEP) struck a more hawkish
tone, with FOMC members’ median
projections showing only two additional 25-
basis point (bps) rate cuts in 2025 — a
change from the earlier-predicted four by
the committee in September 2024.

Inflation is moderating, but stickier than expected.

Core personal consumption expenditures (PCE) — the Fed’s preferred inflation indicator — rose 2.8%
year-over-year (YoY) in November. The Fed reiterated that it expects inflation to continue to decline in
2025.

NS

US equities performance was strong in 2024.

US equities significantly outperformed global equities driven by solid economic data, a stronger US dollar
and optimism around the potential positive impact of the new administration’s policies.

The unemployment rate remained around
4.1%. Based on recent data, the US labor
market is moderating but entering the new
year with signs of continued resilience.

Bond performance was muted in 2024, and lagged during Q4.

Worries about inflation and the more cautious stance anticipated by the Fed resulted in lackluster bond
market performance. Nevertheless, high-yield bonds outperformed for the fourth consecutive year.

Markets are largely optimistic about the US
economy as the Fed navigates the path of

lowering the fed funds rate. Stable
corporate earnings and economic data Corporate spreads have compressed close to levels not seen since 1997, supported by strong demand,

continue to support the fixed income solid US economic growth, resilient corporate fundamentals and optimism about the US economy.

Credit index spreads have tightened significantly.

capital market.
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Domestic
Economy




Unemployment is flattening

In Q4 2024, the average number of jobs grew by approximately 170,000 per month. The unemployment rate remained around 4.1%, risingto 4.2% in
November before returning to 4.1% in December. As measured in November, there continue to be more jobs available (~8.1 million) than unemployed
Americans (~7.1 million). The number of unemployed Americans decreased in December to ~6.9 million.
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Consumption: Consumer retail and vehicle spending is increasing

Retail sales, excluding vehicles, have picked up between Q3 2024 and Q4 2024, as consumers increased their online shopping activity for the
holiday season. Vehicle sales have also risen in response to declining interest rates.

=== Retail Sales Excluding Vehicles e\/chicle Sales
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Inflation rose at the end of  corerce
2024

Core PCE ecsees FedAIT* Average Hourly Earnings

Inflation has slowly trended upward with the 8.0
December 2024 consumer price index (CPI) rising to 7.0
2.9% YoY. Core PCE — the Fed’s preferred inflation 6.0
indicator — rose to 2.8% YoY in November 2024, 50
which is down from 3.2% in November 2023. ;‘z
In addition to market forecasts, the Fed continues 2.0 y
to reiterate that it expects inflation to decline into 1.0
2025. 0.0

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

CPI Breakdown (MoM Change)**

Gasoline Natural Gas All ltems Less Commodities Less Medical Care Services Less Education and

(All Types) Electricity (Piped) Food and Energy Food and Energy Apparel New Vehicles Commodities Energy SO ALEC LI Communication

Food Away
from Home

All Items Food Food at Home Energy

3.20% 1.20%  -0.40%

-0.50%

Dec-24 2.50% -0.50%

2.90%

Nov-24  2.70% 2.40% 1.60% 3.60% -3.20% -8.10% 3.10% 1.80% 3.30% -0.60% 1.10% -0.70% 3.70% 0.70%
Oct-24 2.60% 2.10% 1.10% 3.80% -4.90% 2.00% 3.30% -1.00% 0.30% -1.30% 1.00% 3.80% 0.80%
Sep-24  2.40% 2.30% 1.30% 3.90% -6.80% 2.00% 3.30% -1.00% 1.80% -1.30% 1.60% 3.60% 0.90%
Aug-24  2.50% 2.10% 0.90% 4.00% -4.00% -0.10% 3.20% -1.90% 0.30% -1.20% 2.00% 3.20% 1.00%

Jul-24  2.90% 2.20% 1.10% 4.10% 1.10% -2.20% 1.50% 3.20% -1.90% 0.20% -1.00% 2.80% 3.30% 0.90%
Jun-24  3.00% 2.20% 1.10% 4.10% 1.00% -2.50% 3.70% 3.30% -1.80% 0.80% -0.90% 3.10% 3.30% 0.70%
May-24 = 3.30% 2.10% 1.00% 4.00% 3.70% 2.20% 0.20% 3.40% -1.70% 0.80% -0.80% 3.10% 3.10% 0.50%
Apr-24  3.40% 2.20% 1.10% 4.10% 2.60% 1.20% -1.90% 3.60% -1.30% 1.30% -0.40% 2.50% 2.70% 0.40%
Mar-24 =~ 3.50% 2.20% 1.20% 4.20% 2.10% 1.30% -3.20% 3.80% -0.70% 0.40% -0.10% 2.50% 2.10% 0.20%
Feb-24 = 3.20% 2.20% 1.00% -1.90% -3.90% 3.60% -8.80% 3.80% -0.30% 0.00% 0.40% 2.90% 1.10% 0.40%
Jan-24  3.10% 2.60% 1.20% -4.60% -6.40% 3.80% - 3.90% -0.30% 0.10% 0.70% 3.00% 0.60% 0.00%

s"b) |\A/|Sa?’leat Source: Bloomberg, US Byreau of Labor Stgtistics and.SVB Ass.et Man.agement. Data as of 10/10/2024. *Fed AlT is a\{erage inflation targeting.
gement  The Cri measures the weighted average price change in the prices paid by consumers for household goods and services. **Month-over-month. QUARTERLY ECONOMIC REPORT | #0125-0010MFB-093025 7



Housing Market

Housing sales are ( |
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B USi ness O utloo k iS Business Confidence Index (BCI)

slowly recovering

Business sentiment saw a slight upturn in Q4 2024
after the dip the prior quarter. Institute for Supply 101
Management (ISM) data has indicated that US 100
services have remained strong due to increased 99
orders, while manufacturing has started to see 98

recovery.

Business Sentiment
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Source: Bloomberg, Organization for Economic Co-operation and Development (OECD, 2022) and BCI (indicator). Updated 01/10/2025. Heatmap colors

are based on the indices and time periods shown and summarize business plans for economic activities. For the Fed surveys, the number represents

business sentiment, with the higher number representing higher business sentiment. For ISM indices, the neutral number is usually 50. >50, the QUARTERLY ECONOMIC REPORT | #0125-0010MFB-093025
economy is likely to expand; <50, the economy is likely to contract.
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After registering a strong 2024, the US dollar remains structurally overvalued

Based on Inflation Differentials
Bank of International Settlements REER Index
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The real effective exchange rate index (REER) published by the Bank of International

Settlements (BIS) is a valuation index that measures and tracks the value of each currency
vs. a trade-weighted basket of other currencies, adjusted for inflation differentials.

S"b) I\A/I:?ggement

Source: BIS, The Economist and Bloomberg. Data as of 01/2025.

Based on Purchasing Power Parity
The Economist Big Mac Index
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The Big Mac Index is based on the theory of purchasing power parity (PPP), the notion that in
the long run exchange rates should move towards the rate that would equalize the prices of
an identical basket of goods and services (in this case, a burger) in any two countries. The
base currency for the index is the US dollar.

QUARTERLY ECONOMIC REPORT | #0125-0010MFB-093025
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The US dollar has not been behaving like a safe-haven asset in recent years

Historically, the US dollar (USD) has been negatively correlated to risk (highlighted in quadrants Il and IV below), but since inflation returned in 2021, the
USD is responding more to changes in interest rate levels and expectations.
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The USD has tracked US interest levels and expectations in the post-COVID era

== No. of Fed Cuts Projected for 2025 == DXY USD Index
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Central Banks and
Monetary Policy




Short-end interest rates

Rates in the US rose 60 to 90 bps across the curve since the Fed delivered 100 bps of rate cuts starting
in September 2024.

= 1-Year UST Yield —2-Year UST Yield = Fed Funds Midpoint
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Source: Bloomberg, US Treasury Yield and SVB Asset Management. Data as of 12/31/2024.

Q3 2023: The Fed paused again in September
as economic projections improved for 2023
and 2024. The Fed stated that it expected one
more hike in 2023, but market odds reflected
that the rate hikes may be finished.

Q4 2023: Any expectations for further rate
hikes were eliminated as the Fed pointed to
accelerating disinflation. Rate cut timing was
pulled forward, with the Fed potentially
delivering the first cut during the first half of
2024.

Q1 2024: Persistent, higher-than-expected
inflation pushed the timing of Fed rate cuts
into mid-2024 as market pricing reduced rate
cuts from six to less than three for the year.
The dot plot reiterated the Fed stance for
three cuts in 2024.

Q2 2024: Elevated growth and stubborn
inflation forced the Fed to revise rate cut
timing to late 2024 and drop the cut count to
one for this year. The holding pattern persists,
but the quantity of easing expected through
2026 remains unchanged.

Q3 2024: Weaker employment data drove
rates over 100 bps lower in Q3. The Fed
delivered an outsized 50-bps rate cut, sending
the clear message it intends to ease the level
of monetary restrictiveness on the economy.

Q4 2024: The political “red wave” drove
markets to recalibrate rate cut expectations
for 2025 and beyond. Potential pro-growth
policies pushed inflation expectations higher,
which drove 2-year rates up 60 bps+, even
while the Fed eased 100 bps by the end of
2024.

QUARTERLY ECONOMIC REPORT | #0125-0010MFB-093025



History shows this cycle pause was lengthy - sizable cuts
are possible...

1981
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Median

The Fed in this cycle:

— Paused for ~14 months: July 2023 to September 2024
— Did not deliver any rate cuts in the first 12 months after hikes

— Has delivered 100 basis points of easing so far
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Management Source: Bloomberg: Federal Reserve Economic Data (FRED), Federal Reserve Bank, St. Louis (from Mitsubishi UFJ Financial Group, Inc.

[MUFG]; and SVB Asset Management.
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Economic forecasts

United States

Change in Real GDP 2.7% 2.1% 2.0%
Core PCE 2.8% 2.5% 2.3%
Unemployment Rate 4.1% 4.3% 4.2%

UnitedKingdom
Change in Real GDP 0.9% 1.4% 1.5%
CPI 2.5% 2.5% 2.2%
Unemployment Rate 4.3% 4.4% 4.5%

Change in Real GDP 0.8% 1.0% 1.2%
CPI 2.4% 2.0% 2.0%
Unemployment Rate 6.4% 6.5% 6.4%
Change in Real GDP (0.2%) 1.2% 0.9%
CPI 2.6% 2.1% 1.8%
Unemployment Rate 2.5% 2.4% 2.4%
Change in Real GDP 4.8% 4.5% 4.2%
CPI 0.4% 1.0% 1.4%
Unemployment Rate 5.1% 5.1% 5.0%

svb) fisset
Management Source: Bloomberg. Data as of 12/31/2024.

QUARTERLY ECONOMIC REPORT | #0125-0010MFB-093025



Global central bank expectations

European central banks are expected to lower policy rates while the US remains largely on hold through 2025. Asian policy
expectations show yields rising moderately over time.
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Market




Investment grade corporates: New issue update

Total gross issuance of USD investment grade (IG) bonds reached a historical record for September 2024 ($200B), as issuers prefunded ahead of elections and a pivotal
Fed decision, and strove to take advantage of enticing funding levels. July and August also saw strong issuance trends, with issuers pulling forward issuance in an effort to
de-risk ahead of event risk and softening economic data. After a subdued October due to earnings blackout and elections, issuance picked up again in post-election
November with exuberant market reaction to a Trump victory and another Fed cut in December (100 bps cumulative for the year). Total IG new issuance YTD (through
November) has surpassed each of the past three years with the full year 2024 total likely to approach the all-time high reached in 2020.

US IG Corporate New-Issue Volume

1,800.0
1,500.0
1,200.0

900.0

$Billions

600.0
300.0

0.0

1-5yr
6-12yr
13yr+

YTD
2024

58
69 50 46
70 288
207 314 232
182
383 296 352 S

M Industrials

2008 2009 2010 2011 2012 2013 2014
IG Corporate New-Issue Supply (Sector/Maturity)
M Industrials M Financial m Utilities
$601.4
$541.1
I $207.8
$556.7

1-5yr
6-12yr
13yr+

2023

2022

6-12yr
13yr+

svb)

I N $423.2
N $159.4

A N $398.0
I $195.0

0 50 100 150 200 250 300 350 400 450 500
$Billions

Asset
Management Totals may not add up to 100% due to rounding.

-5y I R 555.9

550 600 650

42
< 381
382
640
419

2015

B Financials

2016

m Utilities
108
88 117
524 104 105
75
65 588 576
488
366 358 584
1,029
491 560 635 467 547 657
2017 2018 2019 2020 2021 2022 2023 YTD 2024

IG Corporate New-Issue Supply (Rating/Maturity)

2023 2024

2022

EAAA mAA mA EmBBB

1-5yr 16% 39%
6-12yr R AL

sl 1% 8%

39%
45%

1-5yr 16%
6-12yr  BVAL AL
13yr+  PAZREZ)

1-5yr 14%
6-12yr 8%
13yr+ 8%

13%
15%
11%

10%

66%

36% 45%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Source: Bloomberg Fixed Income Indices and Barclays Research. Data as of 12/31/2024. Past performance is not a guarantee of future results.
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PrOfitS may have pea ked, but Leverage and Interest Coverage (US |G Corporate Index, ex-Fin)

P P ° 16.0x e nterest Coverage  emmmm=Gross Leverage — e Net Leverage
optimism remains
IG-credit (ex-financials) aggregate leverage metrics showed slight ‘};ﬂ 12.0x
deterioration in 2024, as issuers continued to allocate greater capital to 2 10.0x
share buybacks, dividends and capital expenditures. Overall net leverage L‘é) 60
increased by +0.2x YoY to 3.0x, driven by single-A and BBB issuers, while °
overall interest coverage declined by -1.3x YoY to 11.7x. %” 6.0x
g

4.0x
The aggregate EBITDA margin of IG issuers continued to trend higher, 2.0x M

supporting higher debt levels and interest costs. While there are no signs of 0.0x
i i i i i iti ) Q D © > Q ] © > Q ™ © <b Q ™
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|G corporates: Spread and sector performance

Credit index spreads have compressed close to levels not seen since 1997, supported by strong demand, technical factors, solid US economic
growth, and resilient corporate fundamentals. High all-in yields have led to robust demand, particularly from foreign institutions, helping absorb
higher issuance levels by |G corporates. While macro uncertainty and rich valuations suggest limited further index spread compression, financials,
particularly banks, remain attractive relative to industrials, with the basis between the two still wider than the 10-year historical mean.

US IG Corporate Bond Indices — Option-Adjusted Spread to US Treasury
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Management Source: ICE BofA Indices. Data as of 12/31/2024.
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Market sector performance

US equities had a stellar year, driven by solid economic growth, falling inflation and the Al boom, with the S&P 500 gaining over 25%. That’s the first back-
to-back years of 20%+ gains since 1997 — 1998. Despite the Fed’s rate cuts and positive sentiment from a Republican sweep, concerns about growth,
inflation and deficits led to higher Treasury yields and a steeperyield curve to close the year. Meanwhile, corporate bond spreads tightened due to
economic optimism.

Biotech Biotech Crude Oil Biotech US Treasury Tech IPO Index Crude Oil Crude Oil Tech Tech
43.24% 13.09% 45.03% 43.85% 0.86% 45.97% 109.60% 55.01% 6.71% 52.75% 31.77%

Tech Tech High Yield Tech US Aggregate Crude Oil Biotech Tech High Yield IPO Index S&P 500
14.23% 3.23% 17.13% 39.65% 0.01% 34.46% 48.10% 28.73% -11.19% 50.90% 25.02%

S&P 500 S&P 500 Tech IPO Index High Yield IPO Index Tech S&P 500 US Treasury S&P 500 IPO Index
13.69% 1.38% 12.27% 35.75% -2.08% 33.87% 42.64% 28.71% -12.46% 26.29% 15.49%

US Treasury S&P 500 S&P 500 Biotech S&P 500 High Yield US Aggregate High Yield High Yield
0.84% 11.96% 21.83% 32.34% 18.40% 5.28% -13.01% 13.45% 8.19%

IPO Index US Aggregate Crude Oil S&P 500 S&P 500
7.17% 0.55% 12.47% -4.38% 31.49%

US Aggregate US Aggregate High Yield Tech US Treasury US Aggregate S&P 500 Biotech US Aggregate
5.97% 2.65% 7.50% -6.02% 8.00% -1.54% -18.11% 7.76% 1.25%

Asset Class Returns

US Treasury High Yield US Treasury Biotech High Yield US Aggregate US Treasury Biotech US Aggregate Biotech
5.05% -4.47% 1.04% -14.99% 14.32% 7.51% -2.32% -25.62% 5.53% 1.18%

High Yield IPO Index IPO Index US Aggregate IPO Index US Aggregate High Yield IPO Index Tech US Treasury US Treasury
2.45% -7.98% -0.51% 3.54% -17.53% 8.72% 7.11% -9.89% -30.29% 4.05% 0.58%

Crude Oil Crude Oil Biotech US Treasury Crude Oil US Treasury Crude Oil Biotech IPO Index Crude Oil Crude Oil

-45.87% -30.47% -15.61% 2.31% -24.84% 6.86% -20.54% -20.38% -57.06% -10.73% 0.10%

All returns above are on a total return basis. 2024 returns are on an aggregate basis through 12/31/2024. US Aggregate refers to Bloomberg Barclays Aggregate Bond Index. US Treasury refers to the US Treasury allocation of the
Bloomberg Barclays Aggregate Bond Index. US IG Corporate refers to the |G Corporate allocation of the Bloomberg Barclays Aggregate Bond Index. High Yield refers to the US Corporate High-Yield Bloomberg Index. Crude Oil refers
to the Spot West Texas Intermediate Crude Oil — Bloomberg-sourced. S&P 500 refers to the S&P 500 Total Return Index. Tech refers to the S&P Global 1200 Information Technology Index. Biotech refers to the S&P Biotechnology
Select Industry Index. IPO Index refers to the Renaissance IPO Index.
svb) fisset
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Source: Bloomberg and Bloomberg Barclays Indices as of 12/31/2024. Past index performance is no guarantee of future results. QUARTERLY ECONOMIC REPORT | #0125-0010MFB-093025



Bond market performance

Concerns about persistent inflation, coupled with
a more cautious approach to rate cuts by the Fed,
led to rising yields. This resulted in lackluster
bond market performance in Q4, as markets
adapted to a less accommodative Fed and
underestimated the economy’s resilience, which
negatively affected returns. Despite this, high
yield bonds outperformed for the fourth
consecutive year, thanks to high all-in yields and
tightening spreads boosting returns.

Bond Yields

2024 Bond Performance

ICE BofA US High-Yield Index

ICE BofA 0-3 Month US Treasury Bill Index
ICE BofA 1-3 Year US Treasury Index

ICE BofA US Corporate Index

ICE BofA US Inflation-Linked Treasury Index
ICE US Broad Municipal Index

ICE BofA US Broad Market Index

ICE BofA Global Broad Market Index
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Global and domestic yields Vields Across the Globe

US and global bond yields experienced significant volatility 5.00

throughout the year, driven by fluctuating and eventually declining
inflation rates, central bank policies and ongoing geopolitical
tensions. Central banks around the world, including the Fed, played

® Average M Current

SRS SRR

s

a pivotal role in shaping bond markets through their interest rate % *
decisions and monetary policies. These actions led to well-defined > 200
yield ranges as markets anticipated and reacted to policy changes. 100
Additionally, geopolitical tensions added to the uncertainty, causing !
investors to seek safe-haven assets, further contributing to yield 0.00
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Daily yields from 12/31/2023 to 12/31/2024. Sources: Bloomberg and ICE BofA Indices. Indices are unmanaged and cannot be invested in directly.

Past performance is not a guarantee of future results. *US Treasuries pertain to on-the-run sovereign 10-year securities. QUARTERLY ECONOMIC REPORT | #0125-0010MFB-093025
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Quarterly credit and duration performance stratification

Short-duration credit outperformed long-duration credit as spreads in the short end tightened modestly, benefiting from the Fed’s easing cycle and
the economy’s resilience. In contrast, long-duration credit spreads were under pressure from inflation worries and the high fiscal deficit, boosting
the supply of longer-term bonds and requiring higher-risk premiums.

Corporate Credit

Duration

AAA - -0.90% -1.21%

-0.67% -1.56%

-0.76% -1.35%

-0.61% -1.29%

-0.63% -1.26%

-0.57% -1.27%

-0.53% -1.21%

-0.51% -1.09%

-0.43% -1.04%

-0.18% -0.60%

US Treasuries

Duration

Treasury -0.90% -1.65% -2.46% -3.38% -4.17% -4.75% -5.27%

Percentages in table represent total return. Red cells indicate the lowest returns, and green cells indicate the highest returns. Gray cells indicate there were no securities within the specific duration range for the evaluation period.

svb) i
Management Sources: Bloomberg and ICE BofA Indices. Performance data as of 12/31/2024. Past performance is not a guarantee of future results. QUARTERLY ECONOMIC REPORT | #0125-0010MFB-093025 27



Global equity performance

US equities significantly outperformed global equities driven by solid economic data, a stronger US dollar and optimism around the
potential positive impact of the new administration’s policies.

2024
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Source: Bloomberg. Represents price return from 12/31/2023 to 12/31/2024. Indices are unmanaged and cannot be invested in directly.
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US equity sector performance

In Q4 2024, the S&P 500 experienced significant gains in the technology sector, driven by the ongoing surge in Al. The communication
services sector also performed well, bolstered by rising advertising revenues and the expansion of streaming services. Notably, the
consumer discretionary sector emerged as the top performer, benefiting from a resilient economy and robust consumer spending,

which led to positive earnings.

Index Weight 1.9% 10.2% 2.1% 2.4% 5.5% 3.2% 8.2% 32.4% 9.4% 11.1%
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Source: Bloomberg. Represents total return of S&P 500 sectors for Q4 2024. Sector weights as of 12/31/2024. Indices are unmanaged and cannot
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Disclosure

This material, including without limitation the statistical information herein, is provided for informational purposes only. The material is based in part upon information from third-party sources that
we believe to be reliable, but which has not been independently verified by us, and, as such, we do not represent that the information is accurate or complete, and it should not be relied upon as
such. This information should not be viewed as tax, investment, legal or other advice, nor is it to be relied on in making an investment or other decision. You should obtain relevant and specific
professional advice before making any investment decision. Nothing relating to the material should be construed as a solicitation, offer or recommendation to acquire or dispose of any investment
or to engage in any other transaction.

Foreign exchange transactions can be highly risky, and losses may occur in short periods of time if there is an adverse movement of exchange rates. Exchange rates can be highly volatile and are
impacted by numerous economic, political and social factors as well as supply and demand and governmental intervention, control and adjustments. Investments in financial instruments carry
significant risk, including the possible loss of the principal amount invested. Before entering any foreign exchange transaction, you should obtain advice from your own tax, financial, legal,
accounting, and other advisors and only make investment decisions on the basis of your own objectives, experience and resources.

Views expressed are as of the date of this report and subject to change. None of this material, nor its content, nor any copy of it, may be altered in any way, copied, transmitted or distributed to
any other party, without the prior express written permission of SVB Asset Management.

SVB Asset Management is an investment adviser registered with the US Securities and Exchange Commission (SEC). Registration with the SEC does not in any way constitute an endorsement by
the SEC of an investment adviser’s skill or expertise. Moreover, registration does not imply that an investment adviser has achieved a certain level of skill, competency, sophistication, expertise or

training in providing advisory services to its clients. For institutional purposes only.

For Global Investment Performance Standards (GIPS®) Composite Reports for SVB Asset Management’s strategies, please click here or contact the Liquidity Account Management team via email
at liguidityaccountmanagement@svb.com.

Investment products and services offered by SVB Asset Management:

Are not insured by the FDIC or any Are not deposits of or

other federal government agency guaranteed by a bank May lose value

© 2025 First-Citizens Bank & Trust Company. SVB Asset Management is a wholly owned, non-bank subsidiary of First-Citizens Bank & Trust Company.

Asset
S"b Management
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