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Investment products are: ® Not FDIC Insured ® Not a Deposit ® Not Insured by Any Federal Government Agency
¢ Not Guaranteed by the Bank ® May Lose Value
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We will speak for 45 minutes.
This should allow time for questions.

If you have any questions and are
joining via Zoom, please submit
them through the Q&A feature.

If you’d like to have a further discussion
to receive an in-depth analysis or review,
please contact Damian, Clint, or Lauren.
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This material is intended for informational purposes only and does not constitute an invitation or solicitation to invest in any particular
investment product. Information contained herein has been obtained from sources believed to be reliable but may change without

notice. We do not guarantee its accuracy or completeness. Security National Bank accepts no liability for the results of any action
taken on the basis of this information.

Financial commentary discussed in this report may not be applicable or suitable for all investors, and investors must make their own

independent legal, tax, accounting, and financial evaluations of their risks and merits. Past performance is not indicative of future
results. Investments offered by Security National Bank:

* Are Not a Deposit
e Are Not FDIC-insured
* Are Not Guaranteed by The Bank

* Are Not Insured by Any Federal Government Agency

 May Go Down in Value

This report reflects the current opinion of the authors and is subject to change without further notice. There can be no assurance that
any of the projections cited will occur.
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* Growth was stronger than
expected, due to fiscal 2023 Forecast 2023 Est

stimulus and interest rate
resistance. GDP Growth 1.00% 2.6%
* FRB halted raising rates as Change in Consumer Prices 2.50% 3.1%
expected.
: Fed Funds Target Rate 5.50% 5.50%
Clc')zzetrgsetxr;;;sa?g i?ar”'”gs 5-Year Treasury Yield 3.75% 3.85%
10-Year Treasury Yield 3.75% 3.84%

* Yet to be seen if the U.S.

experiences a recession in S&P 500 EPS $214 $219
2024.
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FRED 249 — 10-Year Treasury Constant Maturity Minus 3-Month Treasury Constant Maturity

* The most dangerous phrase in
investing.

e Numerous studies show that the :

10Y/3M curve is the most accurate

predictor. :

* The curve forecasts a recession 2

at the turn of the year.

* Money supply, leading 1

economic indicators (LEIl), and ISM 0

manufacturing index point to a \J i T

recession.

Percent

| ——_—

* Impact of previous hikes yet to
impact. 2

1985 1990 1995 2000 2005 2010 2015 2020

Source: Federal Reserve Bank of St. Louis myf.red/g/1dS2M
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US Initial Claims for Unemployment Insurance - 4 Week Moving Avg (000's of persons)

260 260
Labor market weathering

higher rates surprisingly 250 250
well.

Unemployment claims are 240 v
historically low. 300K to . .
400K is normal. J

Job growth averaging 160K. 220 220
It needs to fall to 100K.

Wage growth is 4.3%. It o 20775
needs to fall to 3.5%. o -
Unemployment rates usually

do not rise until a recession - -
is underway. 1122 422 7122 10/22 1123 w23 7123 10723 1124

©FactSet Research Systems
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M Latest Month

Inflation and Wages

Trailing Three Months Annualized

3.1%
3.0% | 3.1%

Food

Previous Month

3.4%

3.3% | 3.4%

Core

B 2 Previous Month

Inflatlon and Wages

* Headline inflation is running
2% to 4%.

o Lowest since early 2021.

 Core inflation is running at
about 3.5%.

* Wages are running at about 4.3%.

* Wage growth > Inflation

* Real disposable income per
capita was flat over the last three
months.
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Trailing 12 Months % =/« 4Q 2023 Inflation 1.8%

10%

* Inflation briefly falls to 1% if there is
a recession.

8.9%

* Long-run inflation is closer to 3%
than 2% and is more volatile.

Decoupling from China
Hot and Cold Wars

3.1% Green Transition

‘ o] Federal Deficit

., / * Federal funds rate (FFR) remains at

L J
L ]
0 1 1 (0)
5.5% till mid 2024, then falls to 3.50%.
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The 2023 federal budget Federal deficit and net interest outlays

= 2023 bOI’I"OWiﬂg Of USD trillions % of GDP, 1973-2033, Adj. CBO Baseline Forecast*

$7.0 -15%

. . . Forecast
$1-7 trl I I |On . Total spending:$6.1tn Total deficitor surplus :

-11%
$6.0
Other:$950bn (156%) 7%

Long-term interest rates are 550 Borrowing:$1,695bn (28%)

Netint.: $659bn (11%)

rising in response to Nor-etene s .4|||||I|""|II|||||I|.

$4.0 disc.:$917bn 1%
/0
(15%) Social Primary deficit or surplus

StrU CtU ral dEfICItS. Defense: insurance:

$3.0 $805bn (13%) $1,614bn (26%) 5%

73 78 '83 '88 '93 '98 03 08 13 18 23 28 33

Social Corporate: $420bn (7%)

Interest expense is1 1% Of $20 51,;?:;::3:2%) Federal net debt (accumulated deficits)

% of GDP, 1940 — 2033, Adj. CBO Baseline Forecast*, end of fiscal year

the budget or 15% of taxes 510 wedicaros 52,1700 36% 140% s
collected, a level that sparked [ e _ :EZ/

Total government s pending Sources of financing %
previous austerity measures. CBO's Baseline economic assumptions 50%

'26-27 2833 'Forecast
Real GDP growth 9% 0% 2.4% 19% 60% ;

U . S . bo rrOws 28% Of S pe N d . 10-year Treasury b 3.8% 38% 38% 40%
Headline inflation (CPI) 3.3% 5% 21% 29%
Unem ployment o 6% 45% 45% 20%
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Still forecast a shallow | T 0w
recession for 2024. :

Housing is no longer a
detractor to growth.

5% -

4% -

The risk to our forecast is a
stronger economy.

3% -

2% -

Excess pandemic savings are
spent.

19% °© 03% -1.0% 0.0%

0% -

4Q might be as high as 2.2%
helped by government
spending and IRA/CHIPS.

-3% -

-1% -
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GDP Growth 0.7%
Change in Consumer Prices 6.4%
Fed Funds Target Rate 4.50%
5-Year Treasury Yield 4.00%
10-Year Treasury Yield 3.87%
S&P 500 EPS $216

* We expect a shallow recession this year.

* FRB will cut rates starting in July.

* Earnings growth for the S&P 500 will be modest.

2.6%
3.1%

5.50%
3.85%
3.84%

$219

2024 Est

-0.3%
2.0%

4.50%
4.50%
4.50%

$227

2025 Est

1.7%
2.7%

3.50%
4.25%
4.75%

$242

If we are wrong, growth stronger -

> higher rates.

Political pressure to cut.
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" | Performance of the top 10 stocks in the S&P 500 Weight of the top 10 stocks in the S&P 500
202 3 pe rfO rm a N Ce Wa S h eaV| y Indexed to 100 on 1/1/2023, price return, top 10 held constant % of market capitalization of the S&P 500

c 200 36%

| nﬂ uen CEd by t h e 10 Ia rge st C“”ir/‘éf""d' Va':‘:gznprsgg“’e S:ZL";:f 2% Jan. 8, 2024: 32.0%

190
5 2 Top 10 26.5x 136% 86%

28%
Companles N the S&P 500' 180 Remaining stocks 17.2x 89% 14% ’
S&P 500 19.5x - 100% 24%
170 20%

61%

 The top 10 companies

16%

160
accounted for 86% of the total 1 6 95 0 02 04 U6 08 10 12 14 1o 10 20 52 24
return of the S&P 500 last year. 140 Earnings contribution of the top 101 the S&P 500
130 36%
 The 10 largest firms account for 120 2;
32% of the total market 110 2%
capitalization of the S&P 500 10 o
(the highest level in more than 23 Mazs May2s M3 S8 Novzs a2 g6 98 00 G2 04 06 08 10 12 14 len 81820221 22:%24

40 years).
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° The S&P 500 |ndex is trading at ig;P 500 Index: Forward P/E ratio
5 5 . - N Std. dev.
apprOXI mately 19.5X ea rnlngS. ’5 Valuation measure  Description Latest ~ 30-year avg. over/utnder-valued
PIE Foward PIE 1945 16,60 0.88
26y CAPE shile's PIE 3235 27.57 0.78
. Div. Yield Dividend yield 1.54% 2.00% 1.32
During the past 30 years, the . PIB Picetobook 391 3.1l 102
PICF Price to cashflow ~ 14.76x 11.14x 161
S&P 500 |ndex has traded at an o EY Spread EY minus Baayield  -0.56% 0.04% 0.33 Jan-SigiZSt
average P/E ratio of 16.6x, N NN msedesese
thereby suggesting stocks o
) . ) 30-year average: 16.60x
remain expensive relative to FP N B | E— 7/ —— —
historical levels. »
V2 | AN isdodeviizsx
12x
e Ten largest stocks trade at o
27% earnings. o

'94 '96 '08 '00 '02 '04 '06 '08 '10 12 '14 '16 '18 '20 ‘22
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2024 marks a year in which important S&P 500 Historical Performance
elections will take place in the U.S. and 10 1 D S e o im0~ - ALl Years
other parts of the world. 1099

108 -
40 countries representing 41% of the e
world’s population and nearly 80% of 0 >

105 -

the global stock market capitalization Al Years

will host elections during 2024.

103

102

The first several months of an election
year have historically proven to be
weak, but markets tend to regain their
footing during the second half of the
year as investors gain better insight
into the election results.

101

100

presidential]  Don’t be surprised by market weakness

99 A Election

Years around Super Tuesday

a8

90 100 110 120 130 140 150 160 170 180 190 200 210 220 230 240 250

Trading Days
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Fixed income remains attractive.

Lengthened duration in past several
months via higher allocation to
investment grade bonds.

Money market yields are attractive,
but likely to move lower by end of
2024 with Fed rate cuts.

SNB remains underweight
international equities.

Increased allocation to large-cap
stocks in latest year with several new
purchases.

SNBiAdestments
2 Ny

Balanced toward Growth

3 1}
2 '.’ >

£ % r'yo

July 2023

o A
)_' N ;.

¢
‘. i 1\

A uﬂ v u

Janaury

2024

."‘ \f

Fixed Income
Short Term 8% 6% 5%
High (Investment) Grade 26% 27% 21%
High Yield 1% 1% 5%
Inflation Protection 3% 3% 0%
Alternative 2% 3% 0%
International 0% 0% 4%
Equities
Large 40% 42% 37%
Small and Mid 6% 6% 3%
International 7% 7% 20%
Alternatives 5% 5% 5%
Cash 2% 0% 0%
Total 100% 100% 100%
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Managmg the Nua‘h‘ces 6f a Concentrated 3
Investmg Landscape
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The investment team at SNB
continues to assist clients in Combined Weight of 10 Largest S&P 500 Companies
dealing with the unique
: : The highest level in 40+ years
portfolio management issues 2.10%
stemming from the i
concentrated nature of the

stock market, including:

- Portfolio concentration

- Managing capital gain taxes
- Gifting and charitable
donations

2020 2015 1995 1990 1985
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'Smce ine emergence S G [P e US Top Import Origin Countries, % Total US Goods Imports
in 2020, global trading patterns and (12 Month Rolling)

relationships have undergone B%
meaningful changes relative to history. 21%
19%
SNB made changes to international 17%
funds this past year, reducing exposure 15%
to China due to ongoing geopolitical 13%

threats and economic challenges for 1% —
the country. on Mexico’sMoment: The Biggest l_ls
Trading Partner Is No Longer China
7%
Our equity exposure to China is just -
one fourth of a percent, versus 4% for 0 02 4 06 08 0 12 W6 18 20 022
the benchmark. ===China Mexico

Source: Strategas, Census Bureau
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Letting political beliefs get in the way of $1,000 Invested in S&P 500 Since Eisenhower Inaugurated in 1953

“Buy and Hold” has been extremely costly 1,600,000  Chart from BespokePremium.com

to investors. $1,430,000
1,400,000

Going back 70 years, $1,000 invested in L 200,000

the US stock market only when a
Republican is President would be 1,000,000
worth $27,400 today.

800,000
$1,000 invested only when a Democrat is 600,000
President would be worth $52,100.

400,000
But that $1,000 would be worth $1.43

200,000

million today for those who put politics
aside and stayed invested regardless of o — e

£27.400 $52,100

Only Invested Whena  Only Invested When a Invested Across All
Republican Is President Democrat Is President Presidents

who’s in charge in Washington DC.
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Lauren Mozur Damian Howard Clinton Rushing
Wealth Advisor SVP, Director of Investment Services Sr. Investment Officer
Imozur@snbtexas.com dhoward@snbomaha.com crushing@snbomaha.com

469-619-4888 402-221-0178 402-221-0188
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Investment products are: ® Not FDIC Insured ® Not a Deposit ® Not Insured by Any Federal Government Agency
¢ Not Guaranteed by the Bank ® May Lose Value
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