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Hilltopsecurities TP

Disclaimer

This presentation is intended for educational and informational purposes only and does not constitute
legal or investment advice, nor is it an offer or a solicitation of an offer to buy or sell any investment or
other specific product. Information provided in this presentation was obtained from sources that are
believed to be reliable; however, it is not guaranteed to be correct, complete, or current, and is not
intended to imply or establish standards of care applicable to any attorney or advisor in any particular
circumstance. The statements within constitute HilltopSecurities’ views as of the date of the report and are
subject to change without notice. This presentation represents historical information only and is not an
indication of future performance.
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Hilltopsecurities TP

Production Trends

* HFAs continue to see robust TBA volume despite increase in MRB issuance
* Record low mortgage rates

* Strong home purchase activity

* 2020 another record year in lock volume for HTS clients

* 2020 locks through September month end $8.4 billion compared with $5.3 billion in same
period of 2019 — up almost 59% year-over-year

* Since July 2012 represented 18 state programs and over $45.1 billion in locks with $33.9
billion in MBS purchases

* 11 out of 18 HTS HFA partners using both MRB and TBA to fund single family activity

MEMBER: FINRA/SIPC/NYSE | All Rights Reserved | © 2020 Hilltop Securities Inc.
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Production Trends (cont..)

Weekly Production
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Production Trends (cont..)

* Under 14% of YTD locks comprise conventional product, down from 36% for the same

period of 2019

* Many HFAs have discontinued offerings conventional products altogether

* Pipeline fallout has increased compared with ~19% long term average
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Production Trends (cont..)

Correlation between Days to Close and Fallout
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* Strong correlation between number of
days lender takes to close new lock and
that lender’s fallout ratio
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Market Update — TBAs

1-BLOOMBERG

B

< > | FNCL 2.5 11/20 Mtge ~ FIT ~ Related Functions Menu ¥

e TBAs trade based on worst to
deliver assumption
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* As mortgage rates have continued to
hit new lows, 2.5s and higher
coupons have sped up

2.5 3.0
Nov 2 1 -2 10 09

i _;;E_r Em-—* * Fed has been buying ~5bb /day
- supporting the TBA market

* Fed currently buying 2.0s and 2.5s in
G2 TBA space

Edit Panel Expand Panel

Source: Bloomberg

MEMBER: FINRA/SIPC/NYSE | All Rights Reserved | © 2020 Hilltop Securities Inc.



Hilltopsecurities TP

Market Update — TBAs (cont..)

* In the past you could hedge your long HFA lock/pool risk with short corresponding
TBA

* Now duration/convexity profile of TBA are materially different than that of HFA pool.
If you hedge your long G2 3.0 pool exposure with G2 3.0 TBA, you will be under-
hedged

* Given how integral pay-ups are to lock pricing at origination, it is very important to
hedge pay-ups. Otherwise, the negative convexity of the asset class will result in bigger
losses

* Making best execution decisions (MRB vs TBA) should consider real “spec” pay-ups and
not only screen TBA levels

MEMBER: FINRA/SIPC/NYSE | All Rights Reserved | © 2020 Hilltop Securities Inc.



HilItopSecurities.m

Market Update — HFA MBS
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* Involuntary prepays stemming from
Bank purchases of seriously
delinquent loans have intensified
overall prepays further

* Perfect tailwind for HFA Specified
pools that have slow empirical
speeds, especially nonbank serviced

Source: Bloomberg
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Market Update — HFA MBS (cont..)

* Factors impacting prepay speeds on HFA Pools
* DPA format
* Home Price Appreciation

e Servicer

* How to maximize execution on HFA Pools

* Thorough analysis of prepays on production since inception, updated each month as speeds
get reported

* Industry standard MBS valuation models still do not understand HFA pools well, so onus
lies on the entity that brings the HFA pools to market

* Distribution
* CMO structuring capability

MEMBER: FINRA/SIPC/NYSE | All Rights Reserved | © 2020 Hilltop Securities Inc.
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Financing HFA Programs

Macroeconomic factors are deeply intertwined, and we are in a uniquely uncertain environment.

Decisions regarding financing product(s) are specific to each HFA's legacy conditions and goals.

Product Options

Mortgage
Revenue Bonds
(MRBs)

Pass-Through
Bonds

Direct MBS Sales
in TBA Market

MBS Sale + 10
Strip Purchase

Macro Considerations

U.S. Economic
Conditions

Shape of Yield
Curve &
Mortgage Rates

Mortgage
Prepayment,
Delinquency, &
Default Rates

Need for Subsidy
to Achieve
Affordability
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Consideration: FAIT, Not Fait Accompli

What will happen to the US economy in the coming months and years?

» Flexible Average Inflation Targeting (FAIT)
e Front-end rates should stay low for next 2-3yrs
» Investors may adjust view of real returns to reflect inflation
» Could make fixed-income less attractive
» But could make tax-exemption more attractive
« Inflation generally reduces free cash flow in households
* May put upward pressure on mortgage rates and housing prices
* Could present a challenge to affordability
» Lackluster economic growth could lead to deflation or stagnation

» Generally higher delinquencies and defaults could result

% BARCLAYS 2



2021 GDP Projections Vary Significantly

Real GDP Quarterly Growth Rate’

(% Quarterly Change) (WEI Index)
B GDP Growth Rate WEI Index

-4
0 4|I|.!l13§..!,|!'!!i!l. bbbyl g )
0

)

A P B\ N N \° A N

Forecasted GDP Growth for Next Year?>

Bank Q3 2020 Q4 2020 Q1 2021 Q2 2021 Q3 2021 Q4 2021 |2021 Average
JP Morgan 34.50% 3.00% 2.00% 2.00% 1.80% 1.50% 2.06%
RBC 35.00% 3.00% 2.50% 3.00% 3.00% 2.50% 2.80%
BofA 33.00% 3.00% 5.00% 3.00% 3.00% 3.00% 3.40%
Barclays 30.00% 2.50% 3.50% 5.00% 4.00% 3.50% 3.70%
UBS 29.70% 2.40% 2.70% 5.40% 5.40% 2.70% 3.72%
Citi 31.00% 6.90% 6.70% 3.90% 1.60% 1.60% 4.14%
Goldman Sachs 35.00% 3.00% 7.00% 7.00% 4.50% 3.50% 5.00%
Average 32.60% 3.40% 4.20% 4.19% 3.33% 2.61% 3.55%

Source: FRED As of October 23, 2020.

Source: Barclays Research. As of October 15, 2020.

Source: Bloomberg. As of October 21, 2020.

WEI Index: Produced by the Federal Reserve Bank of New York, The WEI provides a signal of the state of the U.S. economy based on data available at a daily or weekly frequency

AN =

% BARCLAYS 3



Inflation: Mixed Signals

Crude Prices vs. 5 Year Inflation Rate!

Crude Oil Price ($) Inflation %
200 . 3.25
Correlation since 3.00
1/1/2015: 73.6% 2'75
150 r 2.50
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100 2.00
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50 Y 1.25
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-50 0.00
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Money Supply (M2)!
(Billions)
20,000
M2 Includes:
18,000 -Cash (M1)
16.000 -Demand/Checking Deposits (M1)
’ -Savings/Time Deposits (M2)
-Money Market Deposits (M2)
14000 Einancial Crisis:
12,000 Money Supply COVID-19
increased 14.6% Pandemic
T~ increased 21.3%
8,000 in 210 days

6,000

Jan-06 Dec-06 Dec-07 Dec-08 Dec-09 Dec-10 Dec-11

- Money Supply

1. Source: FRED As of October 23, 2020.

Nov-12 Nov-13 Nov-14 Nov-15 Nov-16 Oct-17 Oct-18 Oct-19 Oct-20
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TIPS flows have been muted, and the price of gold has been
similar to the change in commodity prices broadly

TIPS Flows and Price Since Declaration of State of Emergency U.S. 12

- TIPS Price ($

TIPS Volume Millions ($) mmm TIPS Flows  =——TIPS Price . 1;0)
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0 110

3/6/2020 3/28/2020 4/19/2020 5/11/2020 6/2/2020 6/24/2020 7/16/2020 8/7/2020 8/29/2020 9/20/2020 10/12/2020

Gold vs IMF Commodity Index Since Declaration of State of Emergency U.S. 34

Price of Gold ($) IMF Commodity Index Ex Gold
110

1,900 NS———
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1,800 / 95
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1,600 -\\/ / 85
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1,400 75
3/6/2020 3/28/2020 4/19/2020 5/11/2020 6/2/2020 6/24/2020 7/16/2020 8/7/2020 8/29/2020 9/20/2020 10/12/2020

—Price of Gold IMF Commodity Index Ex Gold

Source: FINRA TRACE Treasury Aggregates: As of October 16, 2020.

Source: NYSEARCA:TIP: As of October 16,2020

Source: IMF Data: Primary Commodity Price System: As of October 22, 2020; date axis presented to align with available TIPS flows data.
. Source: FRED: As of October 22,2020.
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Spending recovers, boosting CPI, with PPl muted

Personal Consumption Expenditures (PCE), Consumer Price Index (CPI), Personal Producer Price Index (PPI)’

Price (US$) (CPI and PPI Index)
16,000 270
15,000 250
14,000
13,000 230
12,000 210
11,000 190
10,000
9,000 170
8,000 150

Jan-06  Oct-06 Jul-07 Apr-08 Jan-09 Oct-09 Jul-10 Apr-11 Jan-12 Oct-12 Jul-13  Apr-14 Jan-15 Oct-15 Jul-16 Apr-17 Jan-18 Oct-18 Jul-19 Apr-20
e PCE CPl =—PPI

CPI: Core Goods vs. Services % Change YoY'!

(% Change from Year Ago)
6
5
4
3
2

1
0
-1

-2
Jan-06 Sep-06 May-07 Jan-08 Sep-08 May-09 Jan-10 Oct-10 Jun-11 Feb-12 Oct-12 Jun-13 Feb-14 Oct-14 Jul-15 Mar-16 Nov-16 Jul-17 Mar-18 Nov-18 Aug-19 Apr-20

—Services Less Energy  ==Core Goods

1. Source: FRED As of October 23, 2020.
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CPI Component Breakdown

CPI: Component Contribution’

r Owners’ equivalent rent of
residences 24%

Shelter 33% | Rent of primary residence 8%
L Other Shelter 1%

Medical Care
Services 7%
Used C d Trucks 3% i

sed Cars and Trucks 3% Transportation [~ Services 26%

Apparel 3% Services 10%

Commodities 20% 71 New Vehicles 4%

Education
Services 6%

Other Commodities 7% Other Services 2%_‘

| Household furnishing 4%

Food Away from Home 6%

Food at Home 8%

[ Energy Services 4%

Food 14%

Energy 7%

| Energy Commodities 3%

Monthly % Change: Select CPI Components!’

MoM % Change in Index

8%
3%

-2% J
-7%
-12%

1/1/2020 2/1/2020 3/1/2020 4/1/2020 5/1/2020 6/1/2020 7/1/2020 8/1/2020 9/1/2020
Rent of Primary Residence ——Owners' Equivalent Rent of Residences
—FEnergy (Commodity & Service) ——=Public Transportation

1. Source: Bureau of Labor Statistics: CPI Tables.
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Somewhat unique changes in CPI during COVID

2;/?0 Shelter CPI Core CPl ex-shelter =~ ===CPI: Used Cars and Trucks

20.0
15.0
10.0
5.0
0.0
-5.0
-10.0
-15.0

-20.0
Jan-06 Dec-06 Nov-07 Oct-08 Sep-09 Aug-10 Jul-11 Jun-12 May-13 Apr-14 Mar-15 Feb-16 Jan-17 Dec-17 Nov-18 Oct-19 Sep-20

Component CPI % Change from January — September 20203

% Change past 9 months
4.0 Food Energy Commodities Shelter Services

2.0 j
0 0.5%
0.0 1.3% T

-2.0
-4.0
6.0 -6.7%
-8.0
CPI Contribution Food: 14% Energy: 7% Commodities: 20% Shelter: 33% Services: 26%

1. Source: Barclays Research: As of October 14, 2020.
2. Source: FRED As of October 23, 2020.
3. Source: Bureau of Labor Statistics: CPI Tables.
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Survey Question

What do you think will happen to the U.S. economy, broadly
speaking, in 2021-20237

Inflation: greater than 4%
Inflation: flat to 3.9%
Deflation: flat to -3.9%

Deflation: lower than -4%

Stagflation: price inflation without economic growth

% BARCLAYS 9



Consideration: How will the curve shape up?

Yield curve shape influences product choice:

« Steep Curve moving down the yield curve:

» PACGs, variable rate, frontloading, and pass-throughs
 Flat yield curve provides the opportunity to sell longer fixed-rate debt or backload
 Increasing short-term rates may

» Pressure mortgage rates higher

» Slow legacy prepayments dramatically leads to easier to earn spread on MRBs

* May increase the value of IO strips, which exhibit negative duration as
prepayments slow with higher rates

% BARCLAYS 10



Taxable and Tax-Exempt Rate Environment

US Treasury Yield Curve’ Front End of UST Curve at All-Time Low!
o 350
3.00 3.00
2.50 2.50
2.00 200
150 1.50
1.00 1.00
0.50 0.50
0.00
0.00 jan-19  Apr-19  Jul-19  Oct-19  Jan-20  Apr-20  Jul-20  Oct-20
1 3 5 7 9 11 13 15 17 19 21 23 25 27 29
1-YearRange oo MMM L 10-Year Average 5 Year UST ———10Year UST ~ ———30 Year UST
Current e Historic Low 5Year USTAvg - - - 10 Year UST Avg 30 Yr UST Avg
%
350 [
3.00 3.00
2.50 250
2.00 2.00
1.50 1.50
1.00 1.00
0.50 0.50
0.00 0.00
1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 Jan-19  Apr-19  Jul-19 Oct-19  Jan-20  Apr-20  Jul-20 Oct-20
Years to Maturity
1-Year Range = =« 10-Year Average 5 Year MMD ——— 10 Year MMD
e Current Historic Low —— 30 Year MMD 5 Year MMD Avg

1. Source: US Department of Treasury. As of October 22, 2020.
2. Source: Thomson Reuters. As of October 22, 2020.
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Rates rising, but tax-exemption severely underperforming

10 Year MMD vs. 10 Year Treasury'-?

(MMD and Treasury %)
1.00%

0.95%

0.90%

10 Yr MMD/Treasury
0.85% Ratio as of October 23
is 114%

0.80%

0.75%

0.70%

0.65%

0.60%

0.55%

0.50%
7/23/2020 8/7/2020 8/22/2020 9/6/2020

=10 Year MMD

1. Source: US Department of Treasury. As of October 22, 2020.
2. Source: Thomson Reuters. As of October 22, 2020.

9/21/2020

10 Year Treasury

10 Year MMD has
increased 66%
from 2020 Low

10 Year Treasury
has increased 67%
from 2020 Low

10/6/2020 10/21/2020
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Recession Tools: Lessons from 2008

Fed Funds vs. Recession Indicators— Great Recession'-2

% and WEI Index
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Fed Funds vs. Recession Indicators — Covid-19!

% and WEI Index ——10 Year - 3 Month Treasury WEl =Fed Funds Rate
4.00

2.00 — x
0.00 —

R —

—10 Year - 3 Month Treasury WEl ——Fed Funds Rate

-2.00
-4.00
-6.00
-8.00
-10.00

-12.00
Sep-18 Dec-18 Mar-19 Jun-19 Oct-19 Jan-20 Apr-20 Aug-20 Nov-20 Feb-21 May-21 Sep-21 Dec-21 Mar-22 Jul-22

1. Source: FRED As of October 13, 2020.
2. Note: WEI data commences January 1, 2008.
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Quantitative easing has gone from tool of last resort, to the
dominant instrument

Federal Reserve Total Assets and WEI during Great Recession'

($Millions) (WEI Index)
3,100,000 5

2,600,000 - 3

2,100,000 /\/\/—’ 1
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600,000 -5
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——Fed Balance Sheet WEI

Federal Reserve Total Assets and WEI during COVID-19 Pandemic!

($Millions) (WEI Index)
7,500,000 4
7,000,000 Fed Balance Sheet ,
6,500,000 is currently 3.4x 0
6,000,000 of 2008 Peak )
5,500,000 b
5,000,000
4,500,000 -6
4,000,000 -8
3,500,000 210
3,000,000 12
Sep-18 Dec-18 Mar-19 Jun-19 Oct-19 Jan-20 Apr-20 Aug-20 Nov-20 Feb-21 May-21 Sep-21 Dec-21 Mar-22 Jul-22
——Fed Balance Sheet WEI

Source: FRED. As of October 23, 2020.
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Massive Fed buying is impacting GNMA pricing

GNMA Il MBS Price History & MBS held by the Fed —01/01/18 - 10/23/20'2

(Millions)
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1. Source: FRED As of October 23, 2020.
2. Source: Barclays Research. As of October 23, 2020
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Survey Question

In 2021-2023 the yield curve will be:

* Unchanged

Steeper
Flatter

Inverted

| have no idea

% BARCLAYS 16



Election Ramifications

There may be an extended period of uncertainty around the 2020 Election this year, due to an
unprecedented number of mail-in and absentee ballots

z | November 3, 2020 2020 Election Day
E a State Safe Harbor deadline to finalize vote tally
December 8, 2020 and resolve any legal disputes

Z December 14, 2020 Electoral college delegations meet * Equity mar-kets. are n.o.t. demonstrating
concern, as implied volatilities for the post-

election period have fallen
= Expected market movement has come

Z January 6, 2021 Joint session of Congress to ratify official results down from 6.0% to 3.5%
e Markets are prepared for a 0% to 5% sell-off

ﬂ December 23,2020 | Certificates of electoral vote results delivered

2 | January 20, 2021 Inauguration

Election Scenarios and Muni Market Reaction (Muni yields and MMD-UST Ratios)
Market Reaction

Scenario Long-Term Effects Yields Ratios Immediate = Medium-Term
Delay in Results Flight to safety Lower Higher - -
Democratic Sweep Fiscal expansion, stimulus, higher taxes ~ Higher Lower Risk-off Rally Bear.
Steepening
Biden + Republican Congress  Risk of fiscal tightening, no stimulus Lower Elevated Relief selloff Bull Flattening
Trump + Republican Congress Trade uncertainty, neutral fiscal policy Slightly Elevated Relief selloff Mild B.u”
Lower Flattening
Trump + Democratic Congress Areas of compromise Sll.ghtly Neutral Relief selloff Mild Be.ar
Higher Steepening

1. Source: Barclays Research. As of October 15, 2020
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Consideration: What will happen to prepayments and
delinquencies?

Mortgage prepayment expectations impact planning:

 If prepayments are low:
» Earn more spread on MRBs
« Could put pressure on maintaining higher PSA PAC bonds
» Will TBA pay-ups adequately compensate for slower prepayments speeds?
» Existing 10 strips can generate impressive returns
 If prepayments increase:
* Do delinquent mortgages default and increase prepayments?
 MRBs may earn less than planned
 Existing IO strips may experience severely diminished returns

» TBA prices shift, but profit from sales may be insulated, if well hedged

% BARCLAYS 18



Prepay speeds and delinquencies picking up

FHA Prepayments, Endorsements & Delinquency Loan Count!:2

(Millions)

35,000 - Serious Delinquency (Loan Count)
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Refinance Incentive on Recent Production34
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Serious Delinquency Loans are those that have been delinquent for more than 90 days.
Source: U.S. Department of Housing and Urban Development: FHA Production Reports.
Source: FHFA National Mortgage Data Base.
Source: Bloomberg as of October 20, 2020.
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Owners unconcerned, while rental fears slowly subsiding

How confident are you that your household will be able to pay your next rent or mortgage payment on time? !

% Surveyed

16%

Renters: No Confidence to make
next month’s rent payment

14%

12%

10%

: \

Owners: No Confidence to make
6% next month’s mortgage payment

4%\/\/\/\/\ —

2%
4/23/20 5/7/20 5/21/20 6/4/20 6/18/20 7/2/20 7/16/20 7/30/20 8/13/20 8/27/20 9/10/20 9/24/20 10/8/20

1. Source: United State Census Bureau, “Weekly Household Pulse Survey, April 23 — October 12.”
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Unemployment rate falls, but some is due to people leaving the
workforce: some industries suffering more than others

Unemployment Rate — National vs Discouraged Workers'

(%) (%)
16 64.0
14 63.5
12 63.0
62.5

10
62.0

8
61.5
6 61.0
4 60.5
2 60.0

A9 A9 A9 A9 A9 A9 20 29 )N N 20
o va( VN&] \\)\ XN go‘l o @'3( @?ﬂ \\)\ 0
- National Labor Force Participation Rate

Unemployment Rate by Industry’
(%)

20
15
A9 a0 N
o wfo\\ W oy o Ry W 569
H Service Occupatlons m Natural Resources, Construction and Mamtenance Occupatlons Professional and Busmess Services W Education and Health Services

1. Source: FRED As of October 21, 2020.
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Survey Question

Prepayments and delinquencies for existing HFA loans in 2021 -
2023 will generally be:

Much faster
A little faster

A little slower

Much slower

Will vary a lot by region and HFA program
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Consideration: What is the cost of affordability?

Subsidy has become a critical component of many HFA programs:

If prices continue to rise or accelerate:
« DPA may not prove sufficient in some markets

« HFAs may have to sacrifice full spreads or pursue higher yield opportunities

But if housing prices fall:

It could be an indicator of a suffering economy, which could be problematic
for existing borrowers (high LTVs)

If rents rise:

» More projects pencil out, but affordability/subsidy is a concern

If rents fall:

« Potential shortage in new MF construction may result
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Housing prices exhibit inverse relationship with mortgage rates

(Case-Shiller and FHFA Index) Case-Shiller US National Home Price Index ===FHFA Index
450

400
350 —\\_\
300

250
200
150

100
Oct-06 Oct-07 Oct-08 Oct-09 Oct-10 Oct-11 Oct-12 Oct-13 Oct-14 Oct-15 Oct-16 Oct-17 Oct-18 Oct-19 Oct-20

Household Debt Service as a Percentage of Income vs. 30 Year Mortgage Rate Chart'

(M80rtgage %) 30 Year Mortgage Rate - National Payment to Income Ratio (Household Deb1t 4Service %)
7 13
6 12
5 11
4 10
3 \ 9
2 8

Oct-06 Oct-07 Oct-08 Oct-09 Oct-10 Oct-11 Oct-12 Oct-13 Oct-14 Oct-15 Oct-16 Oct-17 Oct-18 Oct-19 Oct-20

1. Source: ALFRED. As of October 23, 2020.
2. Source: FRED As of October 23, 2020.
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Supply side: SF starts recover while MF lags

Thousands of Units
1,400
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400
200
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——Housing Starts Multi-Family —Housing Starts Single-Family

Housing Starts in Past 12 Months!

Thousands of Units
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900
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700
600
500
400
300

200
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——=Housing Starts Multi-Family —Housing Starts Single-Family

1. Source: FRED. As of October 22, 2020.
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Permits suggest a strong Q4 for single family, with robust
construction spending signaled by Census Survey

Housing Starts and Permits for Multi-Family vs. Single Family’

Thousands of Units

1,200.00
1,000.00
800.00
600.00
400.00
200.00
0.00
Sep-19  Oct-19 Nov-19 Dec-19 Jan-20  Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20  Aug-20  Sep-20
mmm Housing Starts - SF mmw Housing Starts - MF e Housing Permits - SF ===Housing Permits - MF
Housing Permits, Starts, Costs, and Sales?
Units ($Millions)
1,000 135,000
900 130,000
800
700 125,000
600 120,000
500
400 115,000
300 110,000
200 105,000
100 '
0 100,000

Sep-19  Oct-19  Nov-19  Dec-19 Jan-20 Feb-20  Mar-20  Apr-20 May-20  Jun-20 Jul-20 Aug-20
mm New Home Sales (Thousands of Units) = Construction Spending (Millions of Dollars)

1. Source: FRED: As of October 19, 2020.
2. Source: United States Census Construction Survey: As of October 19, 2020.
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Reduced inventory: materials cost rising as construction
spending resumes

Cost of Materials and Construction Labor!

Index
170
160
150
140
130
Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20
- Cost of Material and Supplies Employment Cost Index: Construction
Sales Numbers for Lowes and Home Depot vs Construction Spending?34
($Billions) ($Millions)
40 - 135,000
- 130,000
35
- 125,000
30 - 120,000
75 - 115,000
- 110,000
20
< T - 105,000
15 - 100,000

Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20
—|_owes Sales (Billions) Home Depot Sales (Billions) - Construction Spending (Millions of Dollars)

Source: FRED: As of October 19,2020, Note: Employment Cost Index released quarterly.
Source: Home Depot Investor Relations: As of October 19, 2020.

Source: Lowes Investor Relations: As of October 19, 2020.

Source: United States Census Construction Survey: As of October 19, 2020.
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Vacancies falling as construction completion relatively consistent, but falling
mortgage rates have maintained household borrowing power

Housing Construction Units Built vs. Housing Vacancies’

(Housing Vacancy Index) (Thousands of Units Built)
Rental Vacancy Rate —Home Owner Vacancy Rate Housing Construction Completed

7.5 1,350
6.5

1,300
5.5
45 1,250
35 1,200
25

1,150
1.5 -
0.5 1,100

Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20

Cost of Housing vs. Household Borrowing Power?3

($) . . (Case Schiller Index)
—Borrowing Power Case Schiller Index

380,000 245

365000 e

350,000 225

335,000

320,000 = 205

305,000 185

290,000

275,000 165

260,000 / 145

245,000

230,000 125

Oct-06 Oct-07 Oct-08 Oct-09 Oct-10 Oct-11 Oct-12 Oct-13 Oct-14 Oct-15 Oct-16 Oct-17 Oct-18 Oct-19 Oct-20

-

Source: United States Census Bureau, “Housing Construction and Housing Vacancies”, Data released quarterly.

2. Source: FRED: As of October 20, 2020.

3. Borrowing Power is calculated in 2020 dollars, assumes 30% of income ,as defined median household income published by FRED, is used on mortgage payments and prevailing mortgage rate to
calculate maximum loan amount; Borrowing Power is smoothed as data is released annually.
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Survey Question

Housing prices in 2021-2023 will:

* Be higher for single family and rentals

Be higher for single family but rents will fall

Be lower for single family but rents will be higher

Be lower for both single family and rentals

This will vary significantly by region
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The bottom 50% are not participating in ownership

Share of Real Estate Held by the Bottom 50% (by wealth percentile) vs. FHFA Index’

(% of Aggregate) (Case Shiller Index)

1 Share of Real Estate Held =~ ===Case Schiller Index
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$ Home Mortgages Held by the Bottom 50% (by wealth percentile) vs. 30 Year Mortgage Rates'

(Millions) (Mortgage Rate %)

Mortgage Dollars Outstanding —30 Year Mortgage Rate
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2

3,200,000 4.5
3,000,000

4.0
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2,400,000 3.0
2,200,000 2.5
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1. Source: FRED: As of October 23 ,2020.
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Disclaimer

PUBLIC FINANCE - Disclaimer for Presentation Materials on behalf of BCI.

(a) Barclays Capital Inc. (“BCI”) is not recommending an action to you as the municipal entity or obligated person; (b) BCl is not acting as an advisor to you and does not owe a fiduciary duty pursuant to Section 15B of the Exchange Act to you with respect to
the information and material contained in this communication; (c) BCl is acting for its own interests; (d) you should discuss any information and material contained in this communication with any and all internal or external advisors and experts that you
deem appropriate before acting on this information or material; and (e) BCl seeks to serve as an underwriter on a future transaction and not as a financial advisor or municipal advisor. The information provided is for discussion purposes only in anticipation
of being engaged to serve as underwriter. The primary role of an underwriter is to purchase securities with a view to distribution in an arm’s-length commercial transaction with the issuer. The underwriter has financial and other interests that differ from
those of the Issuer.

Interest rates used herein are hypothetical and take into consideration conditions in today’s market and other factual information such as the issuer’s credit rating, geographic location and market sector. Interest rates applied herein are hypothetical, based on
current market facts and should not be viewed as rates that BCl expects to achieve for you should we be selected to act as your underwriter or placement agent. Information about interest rates and terms for state and local government series securities is based on
current publically available information and treasury or agency rates for open-market escrows are based on current market interest rates for these types of credits and should not be seen as costs or rates that BCl expects to achieve for you should we be selected to
act as your underwriter or placement agent.

This document has been prepared by BCI for information purposes only and for the sole and exclusive use of the recipient (the “Recipient”) in connection with the matter or possible transaction to which this document relates. The final terms and conditions of the
transaction will be set out in full in the applicable offering document(s) or binding transaction document(s). This document is incomplete without reference to, and should be assessed solely in conjunction with, the oral briefing provided by BCI.

In the context of this engagement or potential engagement between BCl and you, in any discussions, communications, conferences, negotiations and undertakings, BCI (a) will act as a principal and not in a fiduciary capacity; (b) has not assumed an advisory or
fiduciary responsibility in favor of you; and (c) is acting as underwriter and not as financial advisor. As such (i) the primary role of BCl as an underwriter is to purchase, or arrange for the placement of, securities; (ii) such purchase or placement will be effected in an
arm’s-length commercial transaction between you and BCl; and (iii) BCI has financial and other interests that may differ from yours. Further, BCl advises you to consult your own legal, financial and other advisors to the extent you deem appropriate. Nothing herein
shall be deemed to constitute investment, legal, tax, financial, accounting or other advice. BCl accepts no liability whatsoever for any consequential losses arising from the use of this document or reliance on the information contained herein.

This document is strictly confidential and remains the property of BCI. The Recipient agrees that it shall only use this document for the purpose of evaluating and considering the matter or possible transaction to which this document relates. This document may
not be distributed, published, reproduced, or disclosed, in whole or in part, to any other person, nor relied upon by the Recipient or any other person, nor used for any other purpose at any time, in each case without the prior written consent of BCI.

Members of BCl and its subsidiaries, affiliates, respective officers, directors, employees, agents, advisors and other representatives (BCl together with such persons being the “Barclays Group”) are involved in a wide range of commercial banking, investment banking
and other activities out of which conflicting interests or duties may arise. In the ordinary course of its business, Barclays Group may provide services to any other entity or person whether or not a member of the same group as the Recipient (a “Third Party”),
engage in any transaction (whether on its own account, on behalf of any Third Party or otherwise, and including any transaction or matter contemplated by this document), notwithstanding that such services, transactions or actions may be adverse to the Recipient
or any member of the Recipient’s group, and Barclays Group may retain for its own benefit any related remuneration or profit. Barclays Group may also, from time to time, effect transactions for its own account or the account of its clients. Barclays Group operates
in accordance with a conflicts of interest policy that identifies conflicts of interest Barclays Group faces in the ordinary course of its business, and establishes organizational and procedural measures to manage those conflicts where it is reasonably able to do so.
Neither BCI nor any other part of Barclays Group shall have any duty to disclose to the Recipient or utilize for the Recipient’s benefit any non-public information acquired in the course of providing services to any other person, engaging in any transaction (on its
own account or otherwise) or otherwise carrying on its business.

The Barclays Group’s research analysts and research departments are independent from the Barclays Group’s banking business (“Banking”) and are subject to certain regulations and internal policies. BCI's research analysts may hold and make statements or
investment recommendations and/or publish research reports with respect to any issuer, entity or security referred to herein, the transactions contemplated herein or any person involved therein or related thereto that differ from or are inconsistent with the views
or advice communicated by Banking.

Furthermore, any preliminary valuation summary presented herein represents the views of Banking. In the course of vetting potential transactions and pursuant to BCI’s internal preliminary valuation, diligence and compliance procedures, Banking may obtain the
independent views of the Barclays Group’s research department regarding the issuer, entity or security and merits of a proposed transaction. However, the Barclays Group’s research department is independent and, in accordance with U.S. rules, Banking is not
permitted to make any representation regarding the views of the research analyst who has been, or may be, assigned by research management to independently evaluate a issuer, entity or security and any proposed transaction. Accordingly, you should not infer
that any preliminary valuation summary presented by Banking reflects the views of the Barclays Group’s research department and nothing herein or otherwise should be construed as a promise or offer of favorable coverage or an indication of a specific rating or
price target that may be assigned in the future by any Barclays Group research analyst.

Neither BCI nor any of its subsidiaries or affiliates shall be obliged by having made this document available to you to provide any financial advisory services (whether in relation to the matter or possible transaction to which this document relates or otherwise) or to
sell, acquire, place or underwrite any securities or to lend moneys or to provide any other commitment, facility, product, risk management solution or service, nor does BCl represent by providing this document to the Recipient that it will be possible for BCI to
provide, arrange or undertake any of the aforementioned services, activities, products or solutions. Any commitment by BCl to provide, arrange or undertake any of the aforementioned services, activities, products or solutions would be subject to BCl signing
appropriate documentation, obtaining all necessary internal approvals and completing due diligence, in each case in a manner satisfactory to BCI.

This document was prepared on the basis of information and data obtained from publicly available sources and, where applicable, from the Recipient and/or any other entity that may be involved in any transaction or matter contemplated by this document
(and/or any of the Recipient’s or the aforementioned entities’ affiliates), in each case prior to or on the date hereof. The information in this document has not been independently verified by BCI. BCl has relied on any information provided by the Recipient or from
third party or public sources as complete, true, fair, accurate and not misleading. BCl does not make any warranty or representation, express or implied, as to the accuracy, completeness or reasonableness of the information (including projections and assumptions)
contained in this document whether obtained from or based upon third party or public sources or otherwise.

This document is given as of the date hereof, may not be final, is based on information available to BCl as of the date hereof, is subject to any assumptions set out therein and is subject to change without notice. Accordingly, this document may be based on (a) data
and information that may no longer be current and (b) estimates that may involve highly subjective assessments. It should be understood that subsequent developments may affect this document and Barclays Capital Inc. (as defined below) does not undertake any
obligation to provide any additional information or to update any of the information or the conclusions contained herein or to correct any inaccuracies which may become apparent. Any data or information regarding, or based on, past performance is no indication
of future performance.

Nothing herein shall be deemed to constitute investment, legal, tax, financial, accounting or other advice. BCl accepts no liability whatsoever for any consequential losses arising from the use of this document or reliance on the information contained herein. The
Recipient is responsible for making its own independent investigation and appraisal of the risks, benefits, appropriateness and suitability of any transaction or matter contemplated by this document.

BCI does not accept any liability whatsoever for any direct, indirect or consequential losses (in contract, tort or otherwise) arising from the use of this document or its contents or any reliance on the information contained herein. BCl is not responsible for any
specialist advice, including legal, regulatory, accounting, model accounting, tax, actuarial or other advice.

This document shall not constitute an underwriting commitment, an offer of financing, an offer to sell, or the solicitation of an offer to buy any securities described herein, which shall be subject to BCI’s internal approvals. No transaction or service related thereto is
contemplated without BCl's subsequent formal agreement.

NO ACTION HAS BEEN MADE OR WILL BE TAKEN THAT WOULD PERMIT A PUBLIC OFFERING OF THE SECURITIES DESCRIBED HEREIN IN ANY JURISDICTION IN WHICH ACTION FOR THAT PURPOSE IS REQUIRED. NO OFFERS, SALES, RESALES OR DELIVERY OF THE
SECURITIES DESCRIBED HEREIN OR DISTRIBUTION OF ANY OFFERING MATERIAL RELATING TO SUCH SECURITIES MAY BE MADE IN OR FROM ANY JURISDICTION EXCEPT IN CIRCUMSTANCES WHICH WILL RESULT IN COMPLIANCE WITH ANY APPLICABLE LAWS
AND REGULATIONS AND WHICH WILL NOT IMPOSE ANY OBLIGATION ON BCI OR ANY OF ITS AFFILIATES.

THIS DOCUMENT DOES NOT DISCLOSE ALL THE RISKS AND OTHER SIGNIFICANT ISSUES RELATED TO AN INVESTMENT IN THE SECURITIES DESCRIBED HEREIN. PRIOR TO TRANSACTING, POTENTIAL INVESTORS SHOULD ENSURE THAT THEY FULLY
UNDERSTAND THE TERMS OF THE RELEVANT SECURITIES AND ANY APPLICABLE RISKS.

THE INFORMATION CONTAINED HEREIN IS NOT INTENDED TO BE DISTRIBUTED TO ANY PROSPECTIVE OR ACTUAL INVESTORS AND, ACCORDINGLY, MAY NOT BE SHOWN OR GIVEN TO ANY PERSON OTHER THAN THE RECIPIENT, AND IS NOT TO BE
FORWARDED TO ANY OTHER PERSON (INCLUDING ANY RETAIL INVESTOR OR CUSTOMER), COPIED OR OTHERWISE REPRODUCED OR DISTRIBUTED TO ANY SUCH PERSON IN ANY MANNER WHATSOEVER.

Barclays Bank PLC (“Barclays PLC") conducts its U.S. underwriting and broker-dealer activities through its wholly-owned indirect subsidiary, a registered broker-dealer, BCI. BCl is a member SIPC. Registered Office: 745 Seventh Avenue, New York, NY 10019.
Copyright Barclays PLC, 2020 (all rights reserved). This document is confidential, and no part of it may be reproduced, distributed or transmitted without the prior written permission of Barclays.

BCl is the United States investment bank of Barclays PLC. Barclays PLC is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority (Financial Services Register No. 122702).
Registered in England. Registered No. 1026167. Registered office: 1 Churchill Place, London E14 5HP. Copyright Barclays PLC, 2020 (all rights reserved).
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US Jobs Market’s Slow Return to Normalcy
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Job Market Near-normal For High-wage earners...
Low-wage Earners Fall Further Behind

While employment rates have rebounded to nearly pre-COVID-19 levels for high-wage
workers, they remain significantly lower for low-wage workers.
+10% Aug 21, 2020

High-Wage
@ Employment
> S60K per Year

-109% 0 10/0'

Low-Wage
20% Employment
< $2TK per Year

-30% o 1803!“
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Source: tracktherecovery.com
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Trends in Household Confidence

Households are more confident about their ability to make next month’s payment

Change in Confidence to make Next Payment:

Renters and Owners
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Phase 2
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Impact of Economic Downturn on Renters

45%

40%

35%

30% The unemploymant
rata 1z

0,

25% 7.9%
above grequal to
the peak of eight

20% of the past 11
recessions

15%

S&P Forecasts

10% Uremgloymeant
rate won't reach
pra=crisis levels

5% urtil mid=2024
™
o% !

1 2 3 4 I—I

Individualswith g 'ndividualswith g Householdswith Households
slightorno slightorno slightorno with slightorno
confidence confidence that confidenceand confidence and
between the are age65and incomeis incomeis

ages of 25-39 up between >$100,000

$25,000-$34,999

Source: U.S. Census Household Pulse Survey Sept. 30t —Qctober 12th 2020

S&P Global
Ratings



Disparity of Confidence Between Ethnic Groups
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Housing Insecurity as of 10/12/2020

Percentage of adults who have slightor no confidence that their household can
pay next month’srent or mortgage on time

. . Five States With The Highest
3 ‘ ! , Percentage of Housing Insecurity

1. Mississippi

T { 2. Louisiana
{ 25 3.Rhode Island

4. South Carolina

5.Tennessee

>10.4% >7.7% >5.0% >3.2%

Source: U.S. Census Household Pulse Survey Sept. 30" —October 12th 2020
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Likelihood of Eviction/Foreclosure

Percentage of adults livingin households not current on rent or mortgage where eviction or
foreclosurein the nexttwo monthsiseithervery likely or somewhat likely

Top Five States With

(¥

High Likelihood of Eviction/Foreclosure

1. Montana

B 7 Ly 2. Mississippi

oy ~nd ' A 3.Pennsylvania

4.Georgia

5. South Dakota

] >45.7% >34.7% >27% >15%

Source: U.S. Census Household Pulse Survey Sept. 30t —October 12th 2020
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Total Forbearance

Forbearance Rates and Initial Jobless Claims since March 1, 2020
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Recession Comparison Highlights

Highlighting March 2020 — September 2020 and December 2007 —June 2008

@ ©
Basis of Comparison COVID-19 Recession The Great Recession (2008)

Housing Starts 11.5% 0.8 9%

U.S Mortgage

Application Home 19.1 % ‘ -21.9 %

Purchase Index

Existing Home 24.0% ‘ -7.2 %

Sales

Source: Federal Reserve Bank of St. Louis, IHS Markit (2020)

Review of economic indicators released in the past two weeks (Dct. 5 - Oct. 16, 2020)

Foracast full year Oct. Sept. Aug. Levela ‘Year-owver-year ¥
Latest period 2020 2020 2020  yearago change

GOP ta shrink
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Jobless claima (fowr-week moving  10-0ct-20 BE& 250 870,250 992500 215,750
Everage)

Economy wan't get
back ta pre-pandemic

leval until late=2021

Consumer spending and confidence

Consumer Sentiment Index COctober-preliminary B1.2 8.4 7a1 a5.5

UMich.)
Source: S&P Global Economics
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Housing spending increased during this
recession

Retail sales shows strong demand for housing/home improvement

recession
. (2130l sales: only building materials, garden equipment and supplies dealers

= == == = retail sales: total retail and food services
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Housing indicators point to a sharp
recovery from April

New Home Market Appears To Make A Relatively Swifter Recovery
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Housing Demand has Bounced Back From April Low

Seasonally Adjusted Estimate of
Home Purchase Mortgage Applications
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Key Takeaways
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