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Today’s Objectives

Part 1: Economic Update
» Health of the consumer
« Job market and unemployment
« [Inflation s#i// matters

Part 2: Interest Rates & Fixed Income Markets
 Inflation =» interestrates
* Rate expectations for2024-25

Part 3: Fixed Income Strategies and Considerations
* Creditspreads and yields
e Duration: when to add?
e What’s working now?
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Part I: Economics
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Gross Domestic Product: Still Strong

Components of GDP
1Q24 nominal GDP, USD trillions

Real GDP
Trillions of chained (2017) dollars, seasonally adjusted at annual rates
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Cyclical Sectors: What do they signal?

Residential investment as a % of GDP Business fixed investment as a % of GDP
Quarterly, seasonally adjusted Quarterly, seasonally adjusted
7% 16%
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Mil vehicles, seasonally adjusted ann. rate Days of sales, monthly, seasonally adjusted
20 55
18 51
16 49
47
14 Average: 14.8m 45
43 = = = = = = = -
12 4? Average: 43.0 days
10 39
37 Mar. 2024:41.7 days
8 . . . . . x . . - 35 - . . - v x x v
‘76 ‘81 '86 '91 '96 '01 '06 11 "16 21 '81 '86 91 '96 ‘01 '06 "11 "16 ‘21
This presentation is for Institutional Investors Only — Not for Public Distribution

P5 DEEP BLUE

INVESTMENT ADVISORS




Federal Finances:

The 2024 federal budget Federal deficit and net interest outlays
USD trillions % of GDP, 1973-2034, CBO Baseline Forecast
$7.0 : -15% :
Totels pending:365th Total deficitor surplus : Forecast
Other: $704bn (11%) -11% "
oo | T =
1 extension*
-7% :
$5.0 Net interestoutlays h
Non-defense X
disc.:$957bn -3% '
(15%) Social '
540 Defense: insurance: 19% — .
- 0, (] 1
$891bn (14%) SLESSERISE) Primary deficitor surplus .
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1,453bn (22%) -
$2.0 P D Federal net debt (accumulated deficits)
e % of GDP, 1940-2034, CBO Baseline Forecast, end of fiscal year
Medicare & $2,469bn (38%) TCJA 2034:
1.0 Medicaid: L extension™; 124.4%
$1,642bn (25%) 120% —
$0.0 99.0% 1
Total governments pending Sources of financing 100% oy
CBO's Baseline economic assumptions 400 BRiciic
1
2024 '25-'26 '27-'28 '29-'34 -
Real GDP grow th 1.8% 2.1% 2.1% 1.9% 60% i
10-year Treasury 46% 4.3% 3.8% 41% \Forecast
40% —p
Headline inflation (CPI) 26% 2.4% 22% 22% !
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Consumer Finances: Doing Well

Consumer balance sheet Household debt service ratio
4Q23, USD trillions, not seasonally adjusted Debt payments as % of disposable personal income, SA
$200 14% 4Q07: 13.3%
13%
$180 Total assets: $176.7tn
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1Q80:
$160 11% =M T
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& 10% A
$140
9%
$120 Other tangible: 5% 8% r . T : r T T T
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$100 Flows into early delinquencies
Pension funds: 18% % ofbalance delinquent 30+ days
$80 Other non-revolving: 2% 16%
Revolving*: 6% 14%
$60 Auto loans: 8% 12%
Other liabilities: 10% 10%
Student debt: 8%
$40 8%
Other financial assets:42%
E e 6% Loans
20 Total liabilities: $20.5tn 4% Atlo 7%
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Consumer Savings: Heading Lower

Personal saving rate Household excess savings
Personal savings as a % of disposable personal income, annual Trillions of USD
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Consumer Confidence is Fading

Consumer Sentiment Index and subsequent 12-month S&P 500 returns

120
Avg.subsequent 12-mo. S&P 500 returns Recession ] .
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Unemployment vs. Wage Growth

Civilian unemployment rate and year-over-year wage growth
Private production and non-supenisory workers, seasonally adjusted, percent
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Labor Demand: Still Strong

JOLTS job openings* JOLTS quits
Total job openings, thousands, seasonally adjusted Total nonfarm quits, thousands, seasonally adjusted
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Labor Supply

Nonfarm payroll gains Labor force growth, native and immigrant contribution
Month-over-month change and 3mo. moving average, SA Year-over-year difference, end of year, aged 16+, millions
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“Sticky” Inflation: CPI vs Core CPI

CPl and core CPI
% change vs. prior year, seasonally adjusted

15%

50-yr.avg. Mar.2024 Apr.2024

Recession Headline CPI 3.8% 3.5% 34%
Core CPI 3.9% 3.8% 3.6%
12% ‘ Food CPI 3.7% 2.2% 2.2%
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CPIl: Components

Contributors to headline CPI inflation Contributors to core services ex-shelter CPI inflation*
Contribution to y/y % change in CPI, non-seasonally adjusted Contribution to y/y % change in custom CPlindex, non-seasonally adj.
10% 10%
M Energy M Core goods " | otherservices B Recreationservices
9% o B sheiter Wl Foodathome 9% B Educationand comm.services B Medical services
B H g5 B Dining,recreation and othersvcs. . )
8.3%82% - M Autoinsurance B Other transportation services
8% - Il Autoinsurance 8%
71%
7% 7%
o 6.5%g 49, ’ m:i"%a:m 6.4%.3%
6.0% 6.1%5.9’i
6% 6% 5.7%
5% 5.4%
4 5.0%
5% 5% 6% am'y
4 3, 4.1%41%
4% 17%3\7% 35% 4 4 4% 5 BB a3
I A e
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0% 0%
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CPI: Key Considerations

Contributions to US CPI YoY% NSA Latest Release 06/12/24 08:30 Next Release 07/11/24 08:30
All Ttemns Calculated by Bloomberg using data from the Bureau of Labor Statistics (BLS)
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» Core Services = 58.32% of the headline CPI figure, running at 3.10% vyly.
» Shelter alone is ~35% of total CPI.
* This alone is contributing ~2% to the headline figure.
* Autoinsurance =2 0.53%
* Education
* There is NO WAY for headline inflation to reach the Fed’s goalof2% unless we slow or
eliminate the rise in housing costs.
* Interest rates along are unlikely to solve housing/shelter prices alone!
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CPI: Key Considerations

butions to US CPI YoY% NSA Latest Release 06/12/24 08:30 Next Release 07/11/24 08:3(
Calculated by Bloomberg using data from the Bureau of Labor Statistics (BLS

le © Show Weights = Show Heat Map * Show Tickers ¥ Show Less ¥ Hide Table
ries Sep-23 Oct-23 Nov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Weight |
All Ttems | 37003241 3137 3352 3001 13153 3477 3357 3 260MI)
v Core Services 3.261 3.155 3.158 3.089 3 129 3057 3176 3153 3105

» Shelter 2391 2259 2208 2117 : 990 1.971 1 936

S ENETETET NS K 0059 0.032 0042 0.071_0.141_0.173 0198

v TIHI‘.*;!HJIT,-HE-HII eS8l (517 0528 ﬂfﬂﬂ

e

Motor Vehicle Insurance. 0.457 0473 0479 0.509 {}.518 0.521 0.564
» Motor Vehicle Maintenan 109 N 2 - 0.093
» Public Transportation
» Motor Vehicle Fees
Car And Truck Rental
Leased Cars & Trucks 2
» Education And Communicafiiil | 0.068_0.063 0063 _0.075 0072 0.080
» Recreation Services : . 0.147 0.175 0.165 0
» Other Personal Services ' : 0.088 0.092 0.098 0.073 0.078 oonms
» Water, Sewer and Trash C i : 0.056 L 0.059 0.057 0056 0.056 0.051
» Household Operations
» Core Goods .0 : 0.013 .03 -0.064 -0.076 BExi -0.284 -0.384
» Food 3 ¥ 0.398| ] 0.348 0303 0.302] 0.298 0.288
» Energy . : -0.431 : -0.322 -0.1300 0.152 0.190{ 0.261

Core TP 4147 4031 4007 3930 3862 3753 3800 3610 34D
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Part 2: Interest Rates
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Interest Rates & Inflation

Nominal and real U.S. 10-year Treasury yields

20%
Sep. 30,1981:
15.84%
Average
15% (1958 - present) May 31, 2024
Nominal yields 5.75% 4.51%
Real yields 1.94% 0.89%
Inflation 3.81% 3.62%
Nominal 10-yearU.S. Treasury yield
10%
May 31, 2024:
4.51%
5%
Real 10-yearU.S. Treasury yield
0% — — L il
May 31, 2024:
0.89%

-5%
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FOMC and Historical Rates

Federal funds rate expectations
FOMC and market expectations for the federal funds rate

P19

8%
FOMC March 2024 forecasts
Percent
7% 2024 2025 2026 ';3:?
Change in real GDP, 4Q to 4Q 21 20 20 18
Unemployment rate, 4Q 40 41 40 41
6% Headline PCE inflation, 4Qto4Q 24 22 20 20
Core PCE inflation, 4Q to 4Q 26 22 20 5.38%
5% == Federal funds rate ".'. 5.02%
4 FOMC year-end estimates an
49 € Marketexpectations 4.60% ", 4.13%
’ 4 FOMC long-run projection* ‘ “® 3.00%
3.90% °.
Range of market expectations since Dec. ‘23 SEP ’ %
o ®
3% 3.10%%5 60%
L 2
2%
1%
0% T T T T T T T L} T T T T L} T T / T
'93 '95 '97 '99 '01 '03 '05 '07 '09 "11 "13 15 "17 19 21 '23 '25 Long run
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Treasury Yields: Historical

U.S. Treasury yield curve

6.0%
Yield range over past15years
5.4% . 3 g
>.0% 47% -
4.5% May 31, 2024 — i
.,_7
4.0% 4.1% —
o — 0
4.0%  4.0% 3.99, Jan.1,2023 4.0%
3.0%
1.9% 1.9%
2.0% Jan. 1, 2022 -9
1.0%
0.0% T T Ll T T T T T . ;
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Rate “Expectations” vs Reality

== Actual federal funds rate Historic forward pricing
B -

5_.

Percent

-1
| | ] I I I | | | | | ] I
2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026 2028

Sources: Mew York Life Investiments Global Market Strategy, Federal Reserve Bank of Mew York, CME Group, Macrobond, April 2024,
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How Many Rate Cuts, and When?

Region: United States » Instrument: Fed Funds Futures »
larget Rate : Pricing Date 06/13/2024|=
Effective Rate . Cur. Imp. O/N Rate 5.328

Meeting #Hikes/Cuts %Hike/Cut Imp. Rate A Implied Rate A.RM.
07/31/2024 -0.100 10.0% 0.025 5.302
(09/18/2024 -0.745 -64. 5% -0.186 5.141
11/07/2024 -1.131 -38.6% -0.283 5.045
12/18/2024 -1.965 83.4% -0.491 4.836
01/29/2025 -2.500 53.5% 0.625 4.703

Implied Overnight Rate & Number of Hikes/Cuts
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FOMC: Hawks vs Doves

Fed Watch

Members of the Federal Open Market Committee (FOMC) with voting status™®

DOVISH HAWKISH
Chair Powell (2028}

Barr (2032) Cook {2024) Waller (2030 Bowman (2034)

Governors Jefferson (2036) Kugler (2026)
2024 , , -
Bostic (Adl., '24) Williams (NY, '24) Daly (SF, "24) Barkin (Rich., "24) Mester (Clev., 24}
Presidents Goolsbee (Chi., 25) Cellins (Bos., '25) Kashkari (Mpls, '26) Logan (Dal., "26)
Harker {Phil., '28) Schmid (KC, '25)
O'Neill Paese (St.L, 25)

Source: J.P. Morgan, as of 09/2023
* Blue shading denotes 2024 vating members. For those on the Board of Governors (who are all permanent voting members), the year in which their ferm ends is noted.
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NEW CPl/data

Wednesday we had the much -anticipated FOMC Meeting, see below for a brief summary:

+ The Fed leaves rates unchanged with the target rate remaining at 5.25% -5.50%, citing a need
to gain greater confidence that inflation is heading back to their 2% target. Fed Chair Powell
emphasized that decisions will be made “meeting by meeting”.

+ The Summary of Economic Projections (SEP) showed a median forecast of 25 basis points of
rate cuts in 2024 , down from the last dot plot release in March 2024 which showed 75 basis
points of cuts.

« The SEP did show four rate cuts in 2025 , up from three in the March SEP.

+  FOMC median 2024 GDP forecast = was unchanged at 2.1%.

«  FOMC median 2024 Core PCE Inflation estimates increased to 2.8% from 2.6%.

Market Impact:
A few hours before Fed chair Powel’s announcement, we received one of the most encouraging
CPI reports that we have seen in quite a while.

This caused yields to drop by double digits across the interest rate curve. However, Powell's
unexpected announcement of just one rate cut in 2024 (down from three) tempered the initial
market reaction, albeit not entirely. Despite this, yields closed lower for the day.

Thursday, the release of further job and inflation data, both of which were weaker than expected,
continued to exert downward pressure on yields. Given the influx of information, we anticipate
ongoing volatility as market participants digest these developments.

This presentation is for Institutional Investors Only — Not for Public Distribution
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Municipal Finance vs Federal

Muni tax-equivalent and Treasury yield curves State and local and federal net debt
9% % of GDP, 1930-2023, end of fiscal year
120%
8.4%
100%
8% Federal debt
BBB Muni tax-equivalent yield curve 80%
60%
7% TR 6.8%,6-8% AAA Muni tax-e quivalentyield cu;v:% 40% .
: State and local debt s
20% A.—/&/o‘
60/ 0% T T T T T T T T T T T T T T T
° '30 '36 '42 '48 '54 '60 '66 '72 '78 '84 '90 '96 '02 '08 '14 "2
Muni and corporate default rates
5% U.S. Treasuryyieldcurve % of issuers defaulting within 10 years, 1970-2022
e ° 60%
4.7% ® 4.7% 6 B Municipals o
°45% 45% 4.5% ’ 47% 5o ; 47.9%
m Corporates
4%
40% 347%
o 23 6%
3% 20% 15.8% 16.6%)
10 0.3% 0.7% _ 19% , 3-6% 339
0.0% 0.0% 01% 1.0 /h
2% (B T T T i 0% E ¢ K = ! : '
3m1y2y3y 5y 7 10y 20y 30y Aaa Aa A Baa Ba B Caa-C
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Bloomberg U.S. Aggregate annual total return

Bond Market Total Returns

Total retum broken into change in Treasury yields, change in bond spreads over Treasuries and coupon
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Return from: YTD'24 ‘04-23 avg.
[l Change in Treasuryyields -3.4% -1.0%
[l Change in spread to Treasuries 0.3% 0.4%
M Coupons 1.5% 3.8%
4@ Totalreturn 1.6% 32%
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Part 3:Investment Strategy
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Global Fixed Income

Yield 2024 Return Global bond market
. Correlation| USD trillions
Aggregates  5/31/2024 12/31/2023 Local usD Duration to U.S. 10yr $150
2 n : P $140 12/31/1989 9/29/2023
u.s. 5.10% 453% -1.64% -1.64% 6.1 years 092 U.sS. 56.9% 38.6%
\ $130 | | Dev. ex-U.s. 41.7% 34.7%
Gbl. ex-U.S. 3.25% 287% - -4 34% 6.8 4 .
$120
Japan 1.17% 0.76% 2.76% -12.76% 8.8 064
$1
Germany 329% 2.73% -1.93% -3.62% 6.2 057
$100
UK 470% 4.10% -299% -3.11% 7.8 0.56 $90
Italy 3.78% 3.40% -0.08% -1.80% 6.1 044 $80
China 229% 262% 292%  0.76% 6.0 055 $70
Developed
$60 ex-U.S.: $49tn
Sector
$50
Euro Corp. 392% 3.56% -0.12% -1.84% 4.4 years 045
$40
Euro HY 6.91% 7.35% 2.77%  1.00% 3.1 0.05 $30
EMD (USD) 8.42% 7.84% = 1.72% 9.7 037 $20 U.S.: $54tn
EMD(LCL) 6.61% 6.19% 0.70% -2.66% 50 0.26 $10
EM Corp. 6.79% 6.81% - 2.89% 49 027 $0
'89 '91 '93 '95 '97 '99 '01 '03 '05 '07 '09 11 13 15 17 19 '21

“There isn’t enough high -quality debt” (especially with any yield)
US Treasury remains the best game in town...but there are concerns
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Commercial Paper: Spreads

Figure 8: Tier 1 and Tier 2 yield spreads to bills have traded mostly in a
narrow range over the past year, reflecting continued demand for
corporate supply

im Tier 1 and Tier 2 non-financial CP spreads to T-bills (bp)
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Source: DTCC, J.P. Morgan
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Spreads vs Yield: What Matters?

FRED +#f — ICE BofA US Corporate Index Option-Adjusted Spread

— ICE BofA US Corporate Index Effective Yield
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Shaded areas indicate U.S. recessions. Source: Ice Data Indices, LLC fred.stlouisfed.org
* Yield Spreads: The additional interest/yield required above a comparable
maturity risk -free bond (US Treasury).
« Everyone is looking at yield, but not so much at spread.
« Complacency? Or is this normal?
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~The best time fo plant a free
was 10 years agp.
The second best fime

S fow.

S
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Duration: When to Add?

Poak invarsion date 30-day Treasury bills Bgar LS. Treasury 20-year WS, Treasury

242918980 12.00% 17.70% 16.50%

2/31/1889 6.90% .40% 12.40%
Mext 3 years

SN 2000 3405 10.50% N.20%

730742006 2.20% 7.30% 6.90

2/29/1880 10.90% 14.30 12.20%

353118849 5A405% 0. 20% 1210%
Mext 5 years

3£ 2000 250% £.70% BF0%

NA0 2008 1.40% 7.00% 9.40%

/291880 B.80% 12.70% 13.80%

373141984 b.20% B.A0% 11.00%
Mexl 10 years

3402000 2.80% 6.10% 6.90

43072006 0.70% 420% 6.40%

Sources; Morningstar Direct, WS Investment GmbH as of 3720023
DWS caloulaticn Fram 3T May 1976 ta A" Jyne 20725

Long Duration Treasuries > T  -Bills at the end of a cycle
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Strategy for 2024 - 2025

We believe the Fed will do everything in its power to fulfill its mandate of
“stable prices” (aka 2% inflation goal) by raising short  -term rates and
keeping them high until CPI is convincingly low.

1. Quality Focus and US Domestic Bias : Emphasizing investments with the
strongest credit profiles, including state and/or federally guaranteed
issuers . Consider US Treasuries, US Agencies, high-quality municipal
bonds and tier -one (highest rated) commercial paper where appropriate .

2. Add Duration (where appropriate) : marketfs remain volatile . When rates
rise on disappointing economic data (CPIl, employment, eftc.) consider
adding duration .

3. Call Protection : consider instruments that will pay high-quality income
for the long -haul. Avoid callable securities with large, current coupons
that will likely be called when rates eventually fall. Instead, use market
selloffs to add duration (ifem 2 above) .

e T-bills and US Treasuries :spreads are low, consideradding Treasuries s
they are non-callable and supply is plentiful, keeping yields up (for now).
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Questions & Comments
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Benjamin
Streed

Benjamin Streed, CFA

Chief Investment Officer
17 Years Investment Experience

Benjamin Streed is the ChiefInvestment Officer. As CIO, he is an integralcomponent ofour
firmwide commitment to attract and retain industry leaders who willbetter service our clients
and localcommunities. His focused efforts to build out our front, middle, and back office will

position us for continued growth.

Before becoming CIO, he served as Director of Fixed Income forseveralyears. In this role he
worked with investment professionals to deliver comprehensive, custom, diversified portfolio
management strategies for separately managed accounts, consulting clients, and the U.S.
Fixed Income Trust localgovernment investment pools. Benjamin will continue directing the
Portfolio Management team and serving on the firm’s investment and credit committees. He
will further develop as a thoughtleaderin the investment space — attending industry

seminars and speaking engagements to educate our clients and prospects.

Prior to joining Deep Blue, Benjamin served as a fixed income strategist with Wells Fargo
Private Bank. Prior to this role, he was a strategist with Raymond James Financial, where he
was a memberofthe investment strategy committee and the strategic and tacticalasset
allocation sub-committees. He has also served as an investment analyst and portfolio

manager at Merrill Lynch.

Benjamin earned a BachelorofScience degree in business administration with a focus on
finance from Emory University and a Master of Science in finance (MSF) from Georgetown
University where he graduated as class valedictorian. He is a CFA®charter holder and
frequently volunteers his time with the CFA curriculum advisory committee and the

Georgetown MSF alumnicouncil.
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Disclosures

This presentation is only intended for institutionaland/or sophisticated professionalinvestors. This material
is intended for informational purposes only and should not be relied upon to make an investment decision, as
it was prepared without regard to any specific objectives, or financialcircumstances. It should not be
construed as an offer orto purchase/sellany investment. Any investment or strategy referenced may involve
significant risks, including, but not limited to: risk ofloss, illiquidity, unavailability within all jurisdictions, and
may not be suitable forallinvestors. To the extent permitted by applicable law,no member of the Deep Blue
Investment Advisors Team and/or Florida Fixed Income Trust or any officer, employee orassociate accepts
any liability whatsoever forany direct or consequentialloss arising from any use ofthis presentation or its
contents, including for negligence. This materialis not intended for distribution to, or use by,any personina
jurisdiction where delivery would be contrary to applicable law or regulation, oritis subject to any
contractualrestriction. No further distribution is permissible without prior written consent.

The views expressed within this material constitute the perspective and judgment of Deep Blue Investment
Advisors and/or Florida Fixed Income Trust at the time ofdistribution and are subject to change. Any
forecast, projection, or prediction ofthe market, the economy, economic trends, and equity or fixed-income
markets are based upon current opinion as ofthe date ofissue and are also subject to change. Opinions and
data presented are not necessarily indicative of future events or expected performance. Information
contained herein is based on data obtained from recognized statisticalservices, issuerreports or
communications, or other sources, believed to be reliable. No representation is made as to its accuracy or
completeness.

Performance data quoted represents past performance; past performance does not guarantee future results.
The investment return and principal value ofan investment will fluctuate so that an investor's shares, when
redeemed, may be worth more or less than their originalcost. Current performance ofthe fund may be lower
or higher than the performance quoted.
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Citations

Bloomberg LP, DBIA
JPMorgan Asset Management: Guide to the Markets (as of5/31/204)

https://am.jpmorgan.com/us/en/asset-management/adv/insights/market-insights/guide-to-the-markets

https://fred.stlouisfed.org

US Department ofthe Treasury
US Bureau ofLabor Statistics
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