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Important Information:

Al charts / graphs are shown for illustrative purposes only. Past performance does not

guarantee any results or that any trend will continue.

Certain assumptions en made in connection with analysis presented and chan
‘market conditions ¢ mptions may have had a material impact on results. There
guarantee that any strategy will be successful
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What is a Bank?
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Assets Liabilities & Capital Base Case
s Income Statement
Non-Maturity
Deposits - 35,000
Loans - 60,000
PreExpinc
pre-Taxet inc
1%
750
Securities - 30,000
Capita o Assets
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What is a Bank?
Assets Liabilities & Capital Base Case
e Income Statement
4150
Non-Maturity o8
Deposits - 35,000 3473 317%
Loans - 60,000 £00.
Pebpine 3773
2500 250%

ies - 30,000

Pre-TaxNetine 1273

21%
1005

Lo1%

10.05%

Capital to Assets 10.00%
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What is a Bank and How does it Fail?

Assets

Liabilities & Capital

Loans - 60,000

Bad Loans - 12,000

250%

Securities ~ 30,000

0.40%

Non-Maturity
Deposits - 35,000

Scenario 1 - Credit Event

Income Statement

4150 3490
o 978

3173 2513 3% 251%
60 600
Prebpie 3773 313

2500 2750 2.50% 275%

Pre-TaxNetine 1273 363
2% 1%
1005 286

Lo1%  029%
1005%  2.86%

Capital to Assets 10.00%  10.00%
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What is a Bank and How does it Fail?

Assets

Liabilities & Capital

Loans - 52,000

Bad Loans - 12,000
Loan Losses - 8,000

250%

Securities - 30,000

2.00% Cash - 5,000
Other Assets = 5,000

0.40%

Non-Maturity
Deposits - 35,000

Capital 00

Scenario 1 - Credit Event

Income Statement

Interest inc 4150 3490
Interest Exp o7 o7
N 3173 2513 3ar% 251%
Non-nt inc 60 600
Pre-Expine 3773 33
Nonnt Exp 2500 11000 250% 1173%
PreTaxNetine 1273 7,888
Tax a% o1
Netine 1005 6231
RoA Lo1%  6.64%
RoE 10.05% -163.98%

Capital to Assets

1000%  4.05%

Performance Trust | 7

7/6/2026

Capital and CAMELS Ratings

Asset
Quallty

Management
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Capital and CAMELS Ratings

“And - near and dear to my
heart - we rely on capital. It is
the lifeblood of a banking
institution and is the ultimate

protection from the

unexpected. Good capital can
cover a multitude of sins.”

— Donald Powell, former FDIC Chairman
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Bank Capital a
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. Capital and a Bank’s Balance Sheet?

. Components of Capital

. Capital Ratios — Leverage and Risk Based
. How does Capital relate to Bank Strategy?

. Bank Simulation
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Assets

What is Capital? Components of Capital

Liabilities & Capital Regulatory Capital (Sf

Loans - 60,000

250%

Securities - 30,000

Common Equity Ti
‘Common Stock &
Non-Maturity Retained Earning (Undivided Fro
Deposits - 35,000 AOCI Adjustment

What is
typically the
biggest part of
Additional Tier 1 Ca)X Tier 2 Capital

Minus — Adjustments and Deductiorg

Cumulative Preferred and Trust Preferred (<25%)
Qualifying Minority Interests (<10%)
Minus — Adjustments and Deductions

Tier 2 Capital
Subordinated Debt
ACL @ 1.25% of Risk Weighted Assets
Cumulative Preferred and Trust Preferred (>25%)
Qualifying Minority Interests (<10%)

Minus ~ Adjustments and Deductions
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Bank Capital and Strategy

. Capital and a Bank’s Balance Sheet?

. Components of Capital

. Capital Ratios — Leverage and Risk Based
. How does Capital relate to Bank Strategy?

. Bank Simulation
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What is Capital? Risk Based Capital

Assets Liabilities & Capital

Non-Maturity
Deposits - 35,000

Leverage Capital Ratio = $10,000 / $100,000 = 10.0%

Loans - 60,000

RB Capital Ratio = $10,000 / $100,000 = 10.0%

s - 30,000

=
=

Certn 0000
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What is Capital? Risk Based Capital

Assets Liabilities & Capital

Non-Maturity Levera - =10.09
ge Capital Ratio = $10,000 / $100,000 = 10.0%
[PeTE V000 Deposits - 35,000
1-4 Family
50% RW

RB Capital Ratio = $10,000 / $100,000 = 10.0%

Securities — 30,000

US Agency
20% RW

Capfal
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What is Capital? Risk Based Capital

Assets Liabilities & Capital

0%
Loans - 30,000 Non-Maturity ; oo — 10.0%
Deposits — 35,000 Leverage Capital Ratio = $10,000 / $100,000 = 10.0%

RB Capital Ratio = $10,000 / $46,000 = 21.7%

Securities - 6,000

[~ cast-son—|
Cortali 0000
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What is Capital? Mi

Required Capital Position

Leverage

imum Requirements

Common Equity

Tier 1 Risk-

Based Capital

Tier 1 Risk-
Based Capital

Well-Capitalized 25.0% 26.5% 28.0% What is the
qum well-
Adequately 24.0% 24.5% 26.0%
Capitalized )
What is the first
result of not being
Undercapitalized <4.0% <4.5% <6.0% well-capitalized?
Significantly ” ” y \mm—/
Undercapitalized <80% <30% <4.0%
Critically <2.0% <2.0% <2.0% $2.0%
Undercapitalized Tangible Capital | Tangible Capital | Tangible Capital | Tangible Capital
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5%

cap

What is Capital? CBLR

to 8%.

ital requirements.

Community Bank Leverage
Ratio

What Happens: The well-capitalized
capital requirement increases from

What You Get: No more risk-based

NOT SUREIF IT'S A GOOD DEAL
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Capital Trends

Core Capital Ratio (PCA) %

Core Capital Ratio (PCA) Median

Al Banks —SC
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Assessing Capital Needs

10 10.0%

Tier 1 Leverage
SC Banks 2026Q1

SC Banks

Performance Trust | 20

CBLR or Risk Weight - Typical

Commercial 5 10%Leverage | oAP
10 T 100,000
5 lcap 10000
20
2 Tileverage  5.00% 10.00% | 5.00%
Mortgage 30 caLR 8.00% 200%
s
40
s 11100
Other 50 lcap 10,000
55 cps
0 0.00% [ a.00%
65 1.00%
Securities 70
75 8% Leverage
20 A 125000
85 lcap 10,000
%0
cash o5 Capital 8.00% | 3.00%
FiredAssets | 100 0.00%
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CBLR or Risk Weight - Typical
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Commercat | s o Loverage | GAP | Timskbwsed | GaP [TotamiskBased] GAP
0 00000 awa 75000 awn 75,000
15 TotalRiskBased 1000% AP 10,000 o 10000 e 10000
2 TiRiskeased  moos sc 1000
s Tileverage  soo 10004 5.00% Taan 52 1007 575
Worgage | 30 coun a0 200
as
© o Loverage
s w100
omer 0 ow 10000
s o
@ a0 | 200%
o o0
Secuties | 70
s
w0
Coptal a0 | 200%
e
CBLR or Risk Weight - Typical
Commerem | s 0% Loverage | GAP | TiRskbased | GAP [TotalRiskBasea] GAP
0 " 100000 A 75000 rwn 75000
s TotaiRiskBased 1000%  [cAp 10000 o 10000 car 10000
= Timskemsed  8.00% Aol 1000
2 Tilevere S0 20009 2.00% a0 50 L6 4670
wongage | 20 coun a0 200
as
© Pre— Tora iskBasea
= A 8,100 mwn 86,100
o s o 10000 e 10000
s <o Aol 1000
o si00% | 4.00% 1w o1 12700 2700
o o0
seuties | 70
s s Leverage
w0 w1500
o cw 10000
%
" o Coptal w00 | 200%
}7%,.5“3 100 000
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CBLR or Risk Weight - Typical
Commerem | s 0% Loverage | GAP | TiRskbased | GAP [TotalRiskBasea] GAP
0 " 100000 A 75000 rwn 75000
s TotatRiskBased 1000%  [cAp 10000 o 10000 car 10000
= Timskemsed  8.00% Ao 1000
2 Tilevere 500 2000% | 5.00% a0 50 L] 4670
wongage | 20 coun a0 200
as
© Pre— Tora RiskBasea
= A 8100 mwn 86,100
o s o 10000 e 1000
s <o Aol 1000
o si00% | 4.00% w1 o 12700 2700
o o0
seuties | 70
s s Leverage TiRiskBased Totaiskaased
o m o 1so00 awa 100000 AwA 100000
o cw 10000 o 10000 e 10000
% Ao 1000
" o Coptal ai00% | 2.00% 1000% ] 200 T1.00%| 200%
}7%,.5“3 100 000
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CBLR or Risk Weight - Higher Risk Balance Sheet
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Commersat | 5 TonLeverage | AP | TRakmed | GAP [Totamskaased| GAP
s TotaRiskeased 10.00%  [cAP 10000 o 10000 ca 10000
» TiRiskBased  so0% soL_1000
2 Tilevege  so0% 10009 .00% Y= P 12579 2575
s cotn so0% 200 s o7
s
w
s
s
Worgoge | s o
@
omer o
»
7
w0
Socumios | a5
gn
o o [ capal
}—{n...,.. e 00
CBLR or Risk Weight - Higher Risk Balance Sheet
= | 0 Lovrage | AP | TARakbased | AP [TotaRiskased | GAP
M " 100000 s 87500 s 97500
» Timiskeased  5.00% soL 1000
= Tilevemge  so00% To00% .00 Py 12,579 257
s
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CBLR or Risk Weight - Higher Risk Balance Sheet
= | 0 Leverage | AP | TARakbssed | AP TotaRiskBased | GAP
M " 100000 s 87500 s 97500
» Timiskeased  5.00% soL 1000
= Tilevemge  so0% To00% .00 T 12,579 257
s
w sroLeversse Pre— TottiskBased
s e 10000 o 10000 car 10000
Horgage | s oos Aol 1000
@ w00 | 200 o | 21 Tnae] 1o
oer o oo as1n 270%
» AVG CBLR:
7 esoLeverage Pre— Totat sk Based
@ 13.91 IR s 112,500 A 112300
secuties | g5 ow 10000 o 10000 ca 10000
%0 soL_1000
sh 5 Capital MED CBLR 8.00% | 3.00% 8.89% | 0.89% 9.78% |-0.22%
Fireaassets | 100 11.82 000 200% 100%
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Assessing Capital Needs

Tier 1 Leverage
SC Banks 2026Q1

2w 10.0% ““||
sCBanks
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Assessing Capital Needs

Capital at Risk
SC Banks 2026Q1

meefl

#T1LygWih Stress W Capital at Risk

T1 Leverage Ratio %
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Assessing Capital Needs

Risk-Based Capital at Risk
Attendees 2026Q1

i

4/43

Total Risk-Based Ratio %

= Total Risk Based With Stress @ Risk-Based Capital at Risk
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Bank Capital and Strategy

1. Capital and a Bank’s Balance Sheet?
2. Components of Capital

3. Capital Ratios — Leverage and Risk Based

5. Bank Simulation
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Capital & Strategy

Taking the Right Kind of Risk

COSO Model

Insufficient Optimal Excessive
Risk-Taking Risk-Taking Risk-Taking

/FN

“Sweet Spot”.

Failure to think
strategically could
lead to what?

Expected
Enterprise

Risk Level
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WHAT IS THE RIGHT AMOUNT OF CAPITAL?

TIER 1 LEVERAGE

2004 2025
= 20th mgoth
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What is the Right Capital Level?
Bank 1 - 12% Cap Bank 2 - 8% Cap

Liabilities
Assets $920.0M
$1.000B

Assets $880.0M
$1.0008

Capital Capital
EI20 0N $80.0M
15% ROE 15% ROE
$18M Earnings ROA must be a $12M Earnings

1.8% ROA <¢————— third higher to —— 1.2% ROA
create equivalent

return.
o s o Performance Trust | 34
What is the Right Capital Level?
Bank 1- T112.0%; REM87% Bank 2 - T1 8.0%; REM818%
Risk
Risk o Weight
Weight Liabilities Assets Liabilities
Assets | $880.0M $600M | $920.0M
$875M
Capital Capital
$120.0M $80.0M
15% ROE 15% ROE
$18M Earnings ROA must be a $12M Earnings
1.8% ROA <—— third higher to ——» 1.2% ROA
create equivalent
return.
o ot purposes ary Performance Trust | 35
Taking the Right Kinds of Risk with PT Score® 500+

nsttuions
PT Score is a Strategic Risk Management
System that helps financial institutions
optimize performance through more

$1.04 TR
effective management of risk and regulatory ficliecso]
positions. Initially created in a regulatory Tntatons
setting to monitor banking conditions, the
PT Score platform has evolved into a 1
comprehensive system that delivers critical 600+

insights on the important risk and regulatory st P
issues.

Reguiators,
Investors,etc

\
20
Nationwide, financial Institution.
institutions, regulators, = b Sk and 0
institutional investors, trade 61 74 49 s
associations, and banking o ol 2 30,9000
professionals rely on PT Score )

analytics to assess risk
conditions across the industry.
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Taking the Right Kinds of Risk with PT Score®

COSO Model

Optimal Excessive

Expected
Enterprise
Value

Risk Level
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Capital & Strategy

OE and St

PT Score & Pre-tax Net Income to Tier 1 Capital
2026Q1

e I e e g o Performance Trust | 38
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Capital & Strategy

Bank d st

PT Score & Pre-tax Net Income to Tier 1 Capital
2026Q1

aowseore

it
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Capital & Strategy

Bank d st

PT Score & Pre-tax Net Income to Tier 1 Capital
2026Q1

o
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Capital & Strategy
O and st
PT Score & Pre-tax Net Income to Tier 1 Capital
202601
m
| = W )
il
Surce: P Score” For ihsatn puposes on Performance Trust | 41
41
Capital & Strategy
ina Bank a st

PT Score & Pre-tax Net Income to Tier 1 Capital
2026Q1

Median: Median:
142 65
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Capital & Strategy

Bank d st
PT Score & Pre-tax Net Income to Tier 1 Capital
200904
PR—— bl 3
Median:  Median: w o

PTScor

] | HH
x

v Performance Trust | 43
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Key Takeaways
* CBLR not for everyone, need to analyze carefully
* Understanding stressed capital is the key to optimal capital allocations

* Knowing and evaluating structural risk unlocks opportunity and helps
support regulatory good standing
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©2026 Performance Trust Capital Partners, LLC and is affiates (colectivey, ‘Performance Trust). Al Rights Reserved.

Performance Trust Capital Partners, LLC, membor of FINRAISIPCINFA.
5 future results. Investing involves risks, including the potential for principal loss.

The information and any analysis expressed herein i for general and educalional purposes orly and is notintended to constitte legal, accounting, tax, securties of investment
advice or a representaton that any investment or frading sirategy o senvice is sutable or appropriate © your individual Gircumstances. The Informaion hereinis cxpressed as of
the date hereof and is subject to change. Performance Trust assumes no obligation to updale or otherwise fevise these materias. Information herein has been obtained from or
based upon sources befieved o be refab, but Performance Trust does not guaraniee its accuracy, relabilty, or completeness (nclucing any assumptions used (o develop such
Iorraton), i my e besr deveopad s o rad ad statasrvcos of o e pry s, 1 Pedcrarce T ot spors o ry e o
omissions. from the use of ‘o containallof an intrested part

1o the discussed subject matter.

T it ot o b oo okt ereot o e puctas o e of sty e il rtentard sou ot bo e s ey
the value of o Tnst may any
securiy discussed herein and may purchase or sel as an agent. The y o ok I aeco poiton e, maket vty ik f
ounteparty deeut. iy or othr sinctral chracteistcs. Investing and rading nvobves et o o ol o o il Trre e porrs ot oy

presented herein,
and changes to the assumptions may have a materialmpact on the analysis or resuls. Past performance is 1 guarates of fuure performance. The value of any invesiment o
trading position may fluctuate due to market movemenis and other changes. Any recommendations or opinons expressed herein shouid be indpendently investigated and
verifed.

PT Score® is a proprietary risk management system that uses Call Report data and other nsttullor-supplied informaton to create unique observations aboul an Insttlors isk
vostes. Aninsidr's PT S apos, o aler lomaton gerreed b PT Sor, ar st a1 o o e ace s or g o s, PT
s oy and s not intended o consiiue legal, reguiatory, accounting, ta,
Soaiion o amart xanca o siggeston ot ary patiodn chon shout e ke Th Wevmaton coriane rro b boa ooaned hor anwees soradersd > oo
rofiable but does not guarantee s accuracy, adequacy, or competeness. Performance Trust s not responsibie for any erors or omissions or or the resulls obiained from the Lse
of such informtion.

P Financial Holdngs, Inc. (PTFH) s the parent hading company to Performance Trust Capilal Parners, LLC (PTCS
FOR INSTITUTIONAL USE ONLY.

For important disclosures related to materals prepared by PTCP Sales, Tradng, and Analytics persomnel as well as product o countryspecifc discosurea please refer
to htps:ivparformanceinst comregulatoryiscosurs.

500 WestMadison, Suite 450 | Chicago, IL 60661 | www.performancetrust.com PERFORMANCE TRUST
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http://www.performancetrust.com/
https://www.performancetrust.com/regulatory-disclosures
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