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DISCLAIMER

This presentation is for general strategic information only and should
not be relied upon as a substitute for independent research before
making a material management decision. This presentation does not
take into account any particular bank’s performance objectives, financial
situation or needs. All banks should obtain advice based on their unique
situation before making any decision based upon this presentation or
any information contained within. In addition, any implied projections or
views of the bank market provided by the author(s) may not prove to be
accurate. While all the information contained herein is believed to be
accurate as of the date of source or publication, the information is
subject to change and constant revision.



The Current Environment



What Loan Risk Surface Looks Like

Low Risk Surface )
$5M, 7-Year Commercial Loan

Credit Risk

High Risk Surface
$5M, 7-Year Commercial Loan
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All-Time High in Uncertainty

FRED /) === Economic Policy Uncertainty Index for United States
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Inflation Expectations Have Spiked

University of Michigan inflation expectations
Monthly medians
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Lower Consumer Sentiment

University of Michigan consumer sentiment
Monthly index
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The Path of Rates For Banks

SOFR Overnight

Source: Delfi



Total Imports By % of GDP By State

Imports as a % of state GDP, 2024
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Tariff/Doge/Immigration Bank Credit Heat Map

Impact

Bank Credit Risk Heat Map of Select Industries
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Industr

Industry Information

MNAICS Code Industry
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N33

Manufacturing

Food Manufacturing

Animal Food Manufacturing

Animal Food Manufacturing

Grain And Oilze=d Milling

Flour Milling And Malt Manufacturing

Starch And VYegetable Fats And Qils Manufacturing
Breakfast Cereal Manufacturing

Sugar And Confectionern Product Manufacturing
Sugar Manufacturing

Monchooolate Confectionery Manufacturing
Chocolate &nd Confectionery Manufacturing

Fruit Aind Yegetable Preserving And Specialty Food Marnufa
Frozen Food Manufacturing

Fruit And Yegetable Canning, Pickling, &nd Orving
Dairy Product Manufacturing

Dairy Product [Except Frozen) Marnufacturing

lze Cream And Frozen Deszert Manufacturing
Animal Slaughtering And Processing

Animal Slaughtering And Processing

Seatood Product Preparation And Packaging
Seaftood Product Preparation And Packaging
Eakeries And Ortilla Manufacturing

Bread find Bakery Product Manufacturing
Cookie, Cracker, Aind Pasta Manufacturing

Toartilla Manufacturing

Other Food Manufacturing

Snack Food Manufacturing

Coffee Aind Tea Manufacturing

Flavaring Svrup And Concentrate Manufacturing
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Impact on Loan Pricing

LOAN COMMAND

NEW SCEN
BORROWER Benchmark
ORGINATION TYPE Neéw Commaercial
LOWN TYPE Ownét CRE
[rapep— Marufactusing
LOWH AMOUNT §1,000,000
e SOFR 1M | 2.40%
FEES. 0.25%
EXPECTED WATURITY 120 Mo
awoaTizeTION 120 Mo
WTERLST oMLY PEROD oMo
e

caom 3
LOCATION 40811
commeTs

RECALCULATE RESULTS

LOAN METRICS

ANNUAL PROBABILITY OF DEFAULT POD YOLATILITY

3.00% 4.58% 6.07% ‘I 49%

BASELINE ABVERSE

LOSS GIVEN BEFAULT EXPECTED 1035

87.5% 1.12%

0% 100.00%

LOAN METRICS

ANNUAL PROBABILITY OF DEFAULT

4.84%

BASELINE

0.50%

ANALYSIS

7.03%

ADVERSE SEVERELY ADVERSE

LOSS GIVEN DEFAULT

47.5%

CASH FLOW SUGGESTIONS = . ]

BOOK SCENARIO

RETURN O ASSETS
1.8%
oesT viELD
17.4%
[
3.2%
-

598,362

MET POD CHANGE

15.5%

UNEXPECTED LOSS - CAPITAL AT RISK

Regulatory ROE

16.4

GOOD

5.00%

100.00%

POD VOLATILITY

2.29%

AVERAGE

EXPECTED LOSS

2.30%

BOOK SCENARIO

RETURN OHN ASSETS
1.6%
DEBT YIELD
14.8%
MOMINAL HIM
3.2%

NET PROFIT

$89,361

NET POD CHANGE

14.5%

UMEXPECTED LOSS - CAPITAL AT RISK

$26,376
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Updated 2Q Loan Pricing

Suggested

T t Actual ROE
Credit Rating Target arge ctua

Actual Spread Difference

Difference % Difference  Difference % Comments

Spread (@ Booking) (Bps) 1{0]3 (@ Pricing)
1 2.01% 1.85% -0.16% -8% 18% 15% = -3% -17% Spreads increased 8bps.
2.44% 2.40% -0.04% -2% 18% 19% A 1% 3% Spreads increased 18bps.
3 2.86% 2.46% -0.40% -14% 18% 19% A 1% 6% Spreads increased 31 bps.
4+  3.00% 2.62% -0.38% -13% 18% 19% a0 1% 3% Spreads increased 45 bps.
;::5:; }:g)u;:)zi:::;l le{;::;'ce Difference % T;rg:t ?C;)t l;::j::; Difference  Difference % Comments
NOOCRE
Office 3.22% 2.75% -0.47% -15% 18% 17% A 1% -6% Spreads increased 44 bps and became very location dependent.
Retail 3.38% 2.78% -0.60% -18% 18% 16% = 2% -11% Spreads increased 58 basis points.
Hospitality 4.15% 3.22% -0.93% -22% 18% 15% = -3% -17% Spreads increased 100 bps and liquidity is currently at near zero.
Industrial 2.61% 2.24% -0.37% -14% 18% 17% a0 -1% -6% Spreads increased 21 bps. driven by warehouse and logitical properties.
Multifamily 2.54% 2.32% -0.22% -9% 18% 16% = 2% -11% Spreads increased 10 bps.
Other 2.80% 2.49% -0.31% -11% 18% 16% = 2% -11% Spreads increased 30 bps on self-storage and manuf. housing.
C&l
General 2.63% 2.06% -0.57% -22% 18% 15% = -3% -19% Spreads have increased 18 bps.
Line of Credit 3.50% 2.85% -0.65% -19% 18% 7% v -11% -61% Pricing increased 10 bps.
Municipal 1.79% 1.75% -0.04% -2% 18% 15% = -3% -15% Spreads tightened 1 bp on decreased demand and greater supply.
Other 2.59% 1.65% -0.62% -24% 18% 13% = 5% -28% Project based deals increased 14 bps due to riskier mix
OOCRE
Industrial 2.64% 2.18% -0.46% -17% 18% 15% = 4% -19% Loans to manufacturing and distribution companies increased 34 bps
Office/Retail 2.58% 2.54% -0.04% -2% 18% 18% A 0% -1% Spreads increased by 31 bps.
Medical 2.20% 2.06% -0.14% -6% 18% 16% = 2% -11% Spreads increased 5 bps.
Church 2.68% 2.52% -0.16% -6% 18% 19% A 1% 6% Underpriced given elevated risk. Spreads increased 3 bps due to higher PODs.
Other 3.00% 3.08% 0.08% 3% 18% 15% = -3% -17% Resturants, child care, etc. Spreads increased 16 bps
Other
Other 2.69% 2.84% 0.15% 6% 18% 18% A 0% 0% Mostly ag loans. Spreads increased 24 bps.
Construction 4.82% 3.12% -1.70% -35% 18% 5% v -13% -72% Pricing increased 87 bps due to elevated takeout risk of slowing economy.
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Thank youl!

Want more ideas and data?

Sign up at:

SouthStateCorrespondent.com



https://southstatecorrespondent.com/banker-to-banker-sign-up/

Disclaimer

This presentation is for general strategic information only and should not be relied upon as a substitute for independent regarch before making a material management decision. This presentation does not take into account any particular
bank’s performance objectives, financial situation or needs. All banks should obtain advice based on their unique situation kefore making any decision based upon this presentation or any information contained within. In addition, any
implied projections or views of the bank market provided by the authors may not prove to be accurate. While all the informaton contained herein is believed to be accurate as of the date of source or publication, the information is subject
to change and constant revision.

In addition to any specific risks discussed herein, there are other factors that may influence the performance of an interestrate hedge product.
Counterparty Risk — the risk that the counterparty will not perform pursuant to the contract terms. Borrowers should carefully assess counterparty risk when engaging in such a transaction as described herein.

Basis Risk — the risk that the floating rate interest payments made on the loan and the floating rate interest payments received on the hedge contract could be mismatched, specifically if the floating rate indices, spreads, and other terms
are not exact.

Amortization Risk — the risk of the potential mismatch between the outstanding principal amount of the loan and the outstanding notional amount of the hedge. Amortization mismatches could also result in termination of portions of the
hedge prior to maturity and under unfavorable conditions.

Termination Risk — the risk that the hedge could be terminated as a result of certain events including payment default or otherdefined events of default. A termination of a hedge may resultin payment received by the borrower or owed
to the Bank depending on the market at the time of termination.

Prior to entering into any interest rate hedge transaction, recipients should determine, in consultation with their own legal tax, regulatory, and accounting advisors, the economic risks and merits, as well as the legal, tax, regulatory and
accounting characteristics and consequences of any transaction.

The information herein has been prepared solely for informational purposes and is not an offer to buy or sell or a solicitaton of any offer to buy or sell any security or instrument or to participate in any trading strategy. No representation
or warranty can be given with respect to the accuracy or completeness of the information herein, or that any future offer ofsecurities, instruments or transactions will conform to the terms hereof. SouthState Bank, N.A. and its affiliates
disclaim all liability relating to this information. SouthState Bank, N A., its affiliates and others associated with it may have positions in, and may effect transactions in, securities and instruments mentioned herein.

The information herein may contain general, summary discussions of certain tax, regulatory, accounting and/or legal issues réevant to the proposed transaction. Any such discussion is necessarily generic and may not be applicable to,
or complete for, any particular recipients’ specific facts and circumstances. SouthState Bank, N.A. is not offering and does not purport to offer tax, regulatory, accounting or legal advice and this information should not be relied upon as
such. Prior to entering into any proposed transaction, recipients should determine, in consultation with their own legal, tx, regulatory and accounting advisors, the economic risks and merits, as well as the legal, tax, regulatory and
accounting characteristics and consequences, of the transaction.

The projections or other estimates in these materials (if any), including estimates of returns or performance, are forwardlooking statements based upon certain assumptions and are preliminary in nature. Any assumptions used in any
such projections or estimates that were provided by a recipient are noted herein. Actual results are difficult to predict ard may depend upon events outside the recipient’s or SouthState Bank’s control. Actual events may differ from those
assumed and changes to any assumptions may have a material impact on any projections or estimates. Other events not taken irfo account may occur and may significantly affect the analysis. Certain assumptions may have been
made for modeling purposes only to simplify the presentation and/or calculation of any projections or estimates, andSouthState Bank does not represent that any such assumptions will reflect actual future events. Accordingly, there can
be no assurance that estimated returns or projections will be realized or that actual returns or performance results will notbe materially different from those estimated herein. Any such estimated returns and projections should be viewed
as hypothetical. Recipients should conduct their own analysis, using such assumptions as they deem appropriate, and should filly consider other available information in making a decision regarding these securities, instruments or

transactions. Past performance is not necessarily indicative of future results. Price and availability are subject to chang without notice.
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