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Overview of Q1 2020

What a quarter it has been. In a matter of months, the world as we knew it has changed and the global
economy was thrown into uncharted territory.

The situation surrounding COVID-19 has initiated large-scale shelter-in-place orders globally and the
widespread implications this has had on both businesses and individuals has effectively brought economic
activity to a standstill. We are just now starting to see this reflected in economic data. As of mid-April, within
a four-week span, US jobless claims have hit staggering levels with 22 million people filing for unemployment
amid the pandemic. Q1 GDP reflected the beginning of a recession with a 4.8 percent contraction. The big
questions now are how long this will last and what the ultimate impact on the global economy will be.

What has been encouraging to see is how swiftly the Federal Reserve has acted. The Fed has stepped in to do
everything they can with their series of “financial crisis era” measures to instill a sense of calm in the
markets, which also included an outright injection of a massive amount of liquidity into the system. As a
result, we’ve seen market functioning normalize in recent weeks, and it appears the Fed has no plans to let
this falter.

Looking ahead, many uncertainties remain. Recognizing the strain the pandemic has on our corporate clients,
onindividuals and on the broader economy, we remain steadfast in our commitment to navigate investment
portfolios through volatile and uncertain times with a high degree of focus on capital preservation and
liquidity, in addition to achieving competitive market returns. We hope everyone is staying healthy and safe.
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Domestic Economy
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GDP: Upended by COVID-19

Q1 GDP fell by 4.8 percent compared to forecasts of a 4 percent decline. The negative number reflects the beginning of
a recession. Consumption, the biggest contributor to US GDP, fell 7.6 percent —the most in almost 40 years. Better
than expected inventories and residential investment helped the overall figure, however, these contributions are going
to weigh on the economy next quarter, which is expected to be negative as well. The length and long-lasting effects of
shelter-in-place will have a significant impact to economic activity.

GDP and Components
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Employment: Abrupt end to job growth

After just over nine continuous years of positive job growth, the US experienced an abrupt shock to the employment
market triggered by COVID-19. Initial jobless claims surged to over 10 million in March, non-farm payrolls contracted by
701,000 and the unemployment rate increased to 4.4 percent.

Employment Landscape
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Initial Jobless Claims: Glimpse of what’s to come
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Consumption: Consumer scales back

As expected, the dramatic rise in unemployment, combined with a nationwide shelter-in-place mandate, stalled consumer
spending with a contraction of 7.6 percent compared to estimates of 3.6 percent. In March, apparel, furniture and restaurant

sales fell 25 percent to 50 percent, while grocery sales spiked a record 27 percent. As the shelter-in-place continues for much of

the country, retail sales will continue to see downward pressure.

Consumption Overview
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Inflation: Monitoring closely

The effects of the Fed’s swift monetary policy action with a total of 150 bps cut in March, coupled with an unprecedented
use of additional monetary policy tools, will be closely monitored. As supply and demand dynamics play out in this
relatively uncharted territory, there may be pockets of inflation. Meanwhile, oil has experienced a dramatic decline as
global growth adjusts to stay-at-home policies.

Core PCE

Core PCE ~ eccecee Fed core PCE target

Average hourly earnings
5.0
4.5
4.0
3.5
3.0
2.5
2.0
1.5
1.0
0.5

0.0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Percent change from prior year

0il Prices

e Crude o0il = Daily national average of gasoline prices
2 160 5 =
g 140 . B
S 120 [
2 100 5
g -
s 80 £
60 2
40 1
20
0 0
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Sources: Bloomberg and SVB Asset Management. Data as of 4/13/2020. .
SVb ) SVB Asset Management | Quarterly Economic Report Q2 2020 8

0520-0145MS-103120



Housing: Expected to decline

Housing activity, previously a bright spot of the economy, is expected to decline as the unemployment rate climbs and
the widespread effects of shelter-in-place — ranging from being able to show a home to complete transactions —
permeate through the sector.

Housing Market
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Business Outlook: Clouded by uncertainty

After rebounding in late 2019 on an improved trade outlook, businesses were shrouded with indefinite uncertainty by
COVID-19. Business confidence fell once again while business sentiment across major regions contracted precipitously.
In addition, manufacturing and service sectors both contracted as very few sectors escaped the effects of the pandemic.
Business Confidence Index
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Global Economy
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Global Economy: MMXXI _ anticipated rebound

A large swath of the global economy is projected to experience an output contraction in 2020...
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Monetary Policy: Central banks have been

pushed from the sidelines into action

Interest rates have been cut since January 2020...

Central Bank Benchmark Interest Rate Changes
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...and quantitative easing, liquidity and lending
programs implemented.
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Fiscal Policy: Low interest rates will help
finance rising government expenditures

Government Stimulus Spending Anticipated Response Spending Tally Likely To Grow
Across Major Economies Estimate of fiscal stimulus announced as of April 8, 2020.
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Central Banks
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Historical Interest Rates

The Fed cut the fed funds rate to zero in two surprise meetings in March, along with implementing the “alphabet soup” of
liquidity facilities.
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2Q19: The Fed opened the door
to possible rate cuts in the June
FOMC meeting, noting increased
uncertainty and muted inflation,
with “crosscurrent” remerging

due to trade frictions escalating.
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3Q19: The Fed cut rates
consecutively at the July and
September FOMC meetings by
25 bps per meeting. The cuts
were categorized as insurance
cuts against downside risks to
the economic outlook.
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4Q19: After three consecutive cuts
totaling 75 bps, the Fed kept rates
unchanged at the December FOMC
in the target range of 1.50 to 1.75

percent. The Fed left the economic
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rate changes in 2020. driven by the outbreak of
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Federal Reserve Board Establishes Emergency
Facilities

Facility Summary Size

Treasury and Mortgage-backed Securities Purchase Treasuries, agency MBS, agency Unlimited

(MBS) Asset Purchases commercial MBS

Commercial Paper Funding Facility (CPFF) Purchase commercial paper directly from issuers ~ $10 billion Treasury protection
Primary Dealer Credit Facility (PDCF) Dealers can borrow cash by pledging collateral TBD

Money Market Mutual Fund Liquidity Facility  Provides loans to dealers for purchasing TBD

(MMLF) securities from prime funds

Primary Market Corporate Credit Facility

(PMCCF) Purchase corporate bonds from eligible issuers $750 billion (combined total with SMCCF)

Secondary Market Corporate Credit Facility Purchase corporate bonds and exchange-traded $750 billion (combined total with PMCCF)

(SMCCF) funds (ETFs)

Term Asset-Backed Securities Loan Facility Provides loans to companies collateralized with $100 billion
(TALF) new issue asset-backed securities (ABS)

Foreign and International Monetary Repo facility which will accept Treasuries from 18D
Authorities (FIMA) Repo Facility eligible authorities

Small Business Administration’s Paycheck Provides loans collateralized by PPP loans by the $350 billion
Protection Program (PPP) Small Business Administration (SBA)

Purchase munis from eligible states, counties

and cities $500 billion

Municipal Liquidity Facility
$600 billion

Combined three facilities: Main Street New
Loan Facility (MSNLF), Main Street Expanded
Loan Facility (MSELF), Main Street Priority
Loan Facility (MSPLF)

Sources: Federal Reserve and SVB Asset Management as of 4/30/2020. .
SVb ) SVB Asset Management | Quarterly Economic Report Q2 2020 17
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Central Bank Economic Projections

Global growth has moderated though employment has remained strong and synchronous, while inflation has remained
relatively subdued.

Economic Projections 2020 2021 2022

United States

Change in real GDP 2.0% 1.9% 1.8%
Core PCE inflation 1.9% 2.0% 2.0%
Unemployment rate 3.5% 3.6% 3.7%
—l
AN Change in real GDP 0.4% 1.4% 1.6%
CPI inflation 1.8% 1.5% 2.0%
Unemployment rate 3.8% 3.9% 3.7%
Change in real GDP 1.1% 1.4% 1.4%
CPTinflation 1.2% 1.0% 1.5%
Unemployment rate 7.4% 7.2% 7.1%
_
‘ Change in real GDP 0.9% 1.1%
Core CPI inflation 1.0% 1.4% N/A
Sources: Federal Reserve, European Central Bank, Bank of Japan and Bank of
England. Per National People’s Congress of China, this data is not applicable for SVB Asset Management | Quarterly Economic Report Q2 2020 18
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Central Banks: Activating afterburners

In response to COVID-19 becoming a global pandemic, major central banks abruptly moved from the sidelines into a full
sprint to fight against the economic disruptions caused by the coronavirus.

Intensified QE in
March with increased
purchases of corporate
debt and equities.
Boosted liquidity with
corporate debt backed
loans and increased
US dollar availability.

Current
Monetary .
Policy
Analysis
7.3%
3.6%
2.4%

UNEMPLOYMENT RATE

Sources: Bank of Japan, People’s Bank of China, European Central Bank, Bank of England,
SVb ) Federal Reserve Bank and Bloomberg. Data as of 4/8/2020.

Policy rate: -0.1%
Ten-year JGB target

QE annual purchases:
¥80 trillion JGB
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Deposit rate: 1.5%
Lending rate: 4.35%
Loan prime rate: 4.05%
1-year medium term
lending rate: 3.15%
Reserve requirement
ratio (RRR): 12.5%

PBOC has taken
moderate action,
including 50 to 100 bps
reserve ratio cuts for
certain banks and
expanding loan facilities
and loan forbearance for
certain industries.

SNAPSHOT OF Q1 ECONOMIC DATA
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Refinancing rate: 0%
Marginal lending
facility: 0.25%

Deposit facility: -0.5%
QE: €20 billion/month;
additional €120 billion
total through 2020

ECB eased through 25
bps cut to TLTRO rate,
unlimited LTRO at
negative 50 bps and
implementing a €750
billion separate bond

M Japan [ China ®Eurozone mUS mUK
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1.8% 1.7%

0.6% 0.7% . .
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INFLATION

Fed funds target range:
0% to 0.25%

Interest on excess
reserves: 0.10%

QE: No limit

Fed established a
number of credit support
programs, including
financing of certain
corporate bonds, ABS,
commercial paper, SME

* Bankrate: 0.10%

* QE: Buying £200B in
gilts and corporate
debt

Added term funding
program, eliminated
bank countercyclical
capital buffer,
expanded repo
operations and

buying program. loans and money market  increased US dollar
instruments. availability.
6.0%
4.4%
1.0% 1.1%
0.3% 0.1%
| | . —_
[ ] |
0.7% 0-1% -0.5%
GDP BENCHMARK RATE
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Asset class returns

Broad Market Performance: “Risk-off mode”

US markets were in “risk-off mode” as the coronavirus pandemic hits the global financial markets. This was exacerbated
by breakdowns in negotiations between OPEC and Russia adversely affecting the oil, equities and high-yield sectors.

2020 YTD

Gold Gold REIT Wilshire REIT S&P 500 Crude Oil S&P 500 US Treasuries Crude Oil US Treasuries
29.67% 10.23% 16.47% 33.06% 28.24% 1.40% 44.80% 21.80% 0.86% 35.28% 8.20%

REIT US Treasuries Wilshire S&P 500 S&P 500 REIT US High Yield Wilshire US Aggregate S&P 500 Gold
26.97% 9.81% 16.05% 32.39% 13.69% 1.30% 17.13% 21.00% 0.01% 31.49% 4.83%

Wilshire us IG Corp S&P 500 US High Yield Wilshire US Treasuries Wilshire Gold US High Yield Wilshire US Aggregate
17.18% 8.15% 16.00% 7.44% 12.70% 0.84% 13.40% 13.70% -2.08% 31.02% 3.15%

US High Yield Crude 0il US High Yield Crude Oil US IG Corp Wilshire S&P 500 Crude Oil Gold REIT US IG Corp
15.12% 8.15% 15.81% 7.32% 7.46% 0.70% 12.00% 12.50% -2.10% 24.33% -3.63%

Crude Oil US Aggregate | US IG Corp REIT US Aggregate | US Aggregate Gold US High Yield | US IG Corp Gold US High Yield
15.10% 7.84% 9.82% 1.26% 5.97% 0.55% 8.60% 7.50% -2.51% 18.87% -12.68%

S&P 500 REIT Gold US IG Corp WIMRICERITREEN  US IG Corp REIT US IG Corp S&P 500 US IG Corp S&P 500
15.06% 7.48% -1.53% 5.05% -0.68% 7.10% 6.42% -4.40% 14.54% -19.60%

US IG Corp | US High Yield | US Aggregate | US Aggregate | US High Yield | US High Yield | US IG Corp Wilshire US High Yield Wilshire
9.00% 4.98% 4.21% -2.02% 6.11% -5.30% 14.32% -20.70%

US Treasuries S&P 500 US Treasuries US Treasuries Gold Gold US Aggregate | US Aggregate REIT US Aggregate REIT
5.87% 2.11% 1.99% -2.75% -1.51% -10.50% 2.65% 3.54% -5.80% 8.72% -27.24%

US Aggregate Wilshire Crude Oil Gold Crude Oil Crude Oil US Treasuries US Treasuries Crude Oil US Treasuries Crude Oil
6.54% 0.98% -7.08% -28.26% -45.76% -30.50% 1.04% 2.31% -25.30% 6.86% -66.47%

All returns above are on a total return basis. YTD 2020 returns are on an aggregate basis up to 3/31/2020. US Aggregate refers to Bloomberg Barclays Aggregate Bond Index; US Treasuries refers
to the US Treasury allocation of the Bloomberg Barclays Aggregate Bond Index; US IG Corps refers to the Investment Grade Corporate allocation of the Bloomberg Barclays Aggregate Bond Index;
US High Yield refers to Bloomberg Barclays US High Yield Index; Gold refers to S&P GSCI Gold Index Spot; Crude Oil refers to Spot West Texas Intermediate Crude Qil; Wilshire refers to Wilshire
5000 Total Market Index; REIT refers to MSCI US REIT Index; S&P 500 refers to S&P 500 Index.

Sources: Thomson Reuters and Bloomberg Barclays indices.
SVb ) Past index performance is no guarantee of future results. SVB Asset Management | Quarterly Economic Report Q2 2020 21
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Fixed Income Returns

A swift shutdown in economic activity due to COVID-19 sent credit spreads and yields to the widest and highest levels
since 2008-09. US government securities benefitted from the “flight to quality” while US corporates and consumer asset-
backed securities (ABS) posted negative returns due to the spread widening.

Current | Current | Annual Total Return % Non-annualized Periodic Total Return %
q c 0
us Agencies 3.93 1.07 17.62 5.89 4.14 -0.09 1.74 2.32 1.81
Aggregate
Index
us CMBS 5.31 2.37 4.85 8.29 1.19 -0.33 1.89 3.28 3.24
1-3 Year US Treasuries 1.89 0.26 11.51 3.59 - 0.51 ‘- 1.47 -
1-3 Year US Agencies 1.49 0.79 8.03 3.58 1.95 0.55 0.66 1.32 -
US  prymee——— . 5w o NGSEREE o s e
Short e
. <1 Year Corporates 0.49 3.10 -0.44 3.09 -0.11 0.58 0.68 --
Duration I
AAA Credit Card ABS 2.41 1.97 1.73 4.63 0.43 --- 1.49
AAA Auto ABS 1.77 2.34 -0.68 4.21 -0.17 0.48 0.77 1.50 1.39
*Annualized periodic return data
Sources: Bloomberg Barclays indices. Data as of 3/31/2020.
SVb ) Heatmap colors based on periodic return percentage for time period SVB Asset Management | Quarterly Economic Report Q2 2020 22
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The New Issue Story

New issue volume in Q1 2020 for US investment-grade (IG) corporates was 45 percent of 2019 new issue volume. The
majority of the IG issuers were able to secure term funding six years or longer in Q1 2020, with over 80 percent of the
new issue supply coming from mid- to low investment-grade borrowers.

US IG Corporate New Issue Total Supply
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Past performance is not a guarantee of future results.
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Corporates: Debt growth and corporate spending

S&P 500 Leverage and Debt Coverage

mm Net debt/EBITDA === FCF/Debt
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S&P 500 Capital Spending and Distribution
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Corporates: COVID-19 increasing debt load in
most sectors

S&P 500 Debt to Assets (Ex-Financials)
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Relative Value: Spread widening offering
attractive yields

The majority of the spread widening was for BBB credits, while A and AA credits were offering attractive yields
relative to comparable Treasury maturities.

Bloomberg Barclays Short-Term Indices (0- to 12- month maturities)

e Treasury AA A BBB

8

Yield-to-worst, %
~

0
12/31/19 1/7/20 1/14/20 1/21/20 1/28/20 2/4/20 2/11/20 2/18/20 2/25/20 3/3/20 3/10/20 3/17/20 3/24/20 3/31/20

Source: SVB Asset Management and Bloomberg. Data as of 3/31/2020.
Past performance is not a guarantee of future results. The above is not to SVB Asset Management | Quarterly Economic Report Q2 2020 26
be construed as a recommendation for your particular portfolio. 0520-0145MS-103120



2020 Yield Curve: Rate cuts leading to
normalized curve

The yield curve was inverted for the majority of 2019. As the Fed has cut interest rates in 2020, the yield curve steepened but
still remained relatively flat in the front end.

US Treasury Yields: On-the-run issues
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Views expressed are as of the date of this report and subject to change. This material, including without limitation the statistical information herein, is provided for
informational purposes only. The material is based in part upon information from third-party sources that we believe to be reliable but which has not been independently
verified by us and, as such, we do not represent that the information is accurate or complete. This information should not be viewed as tax, investment, legal or other
advice, nor is it to be relied on in making an investment or other decision. You should obtain relevant and specific professional advice before making any investment
decision. Nothing relating to the material should be construed as a solicitation, offer or recommendation to acquire or dispose of any investment or to engage in any
other transaction.

None of this material, nor its content nor any copy of it, may be altered in any way, transmitted or distributed to any other party without the prior express written
permission of SVB Asset Management. Intended for institutional use only. SVB Asset Management is a registered investment advisor and nonbank affiliate of Silicon
Valley Bank, and member of SVB Financial Group. For institutional purposes only.

Investment products and services offered by SVB Asset Management:

Are not insured by the FDIC or any Are not deposits of or

other federal government agency guaranteed by a bank May lose value

©2020 SVB Financial Group. All rights reserved. SVB, SVB FINANCIAL GROUP, SILICON VALLEY BANK, MAKE NEXT HAPPEN NOW and the chevron device are trademarks
of SVB Financial Group, used under license. Silicon Valley Bank is a member of the FDIC and the Federal Reserve System. Silicon Valley Bank is the California bank
subsidiary of SVB Financial Group (Nasdaq: SIVB).
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