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DISCLOSURE STATEMENT

DISCLOSURE STATEMENT
FORWARD LOOKING STATEMENTS

This presentation has been developed by TKG for the Massachusetts Bankers Association. The information
contained in this presentation and attached exhibits, if any, have been obtained from sources that are believed to
be reliable and is presented “as is”. TKG makes no representations or warranties as to the accuracy or
completeness of the information and disclaims any and all liabilities from the use of this presentation. TKG does
not have any obligation to update any component of this presentation as the data are only current as of the date
of this presentation. The recipient of this presentation should not construe this information as advice relating to

regulatory matters, accounting and tax practices, legal matters or as a recommendation to invest in or purchase
any form of investment security.

Source: The Kafafian Group, Inc.
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

MASSACHUSETTS BANKERS ASSOCIATION QUARTERLY UPDATE
SUMMARY OF KEY THEMES

At the November 7t FOMC meeting the Fed lowered interest rates by 25bps, and made an additional 25bps rate cut at the
December 18t meeting. Anticipated rate cuts were larger than expected in 2024. The CME Fed watch tool projects there is
a 97.5% probability that rates will remain the same after the March 19, 2025 meeting. Despite rates decreasing by 100bps in
2024, the 5-year treasury rate remains elevated at 4.34% (as of 2/21/2025).

Net interest margins (NIM) improved in Q4, as the median NIM for all U.S. banks increased 6bps to 3.44% in Q4 2024 from
3.38% in Q3 2024. Additionally, credit quality conditions improved in Q4 2024, as all three indices of the Credit Conditions
Index increased by over 20 points.

The American Banker 2024 Consumer Banking Methods Survey highlights the growing dominance of digital banking,
especially among younger consumers, while physical branches remain relevant for complex transactions. Security concerns
continue to impact digital adoption, but banks are enhancing security measures to build trust.

The Bank Director 2025 Bank M&A Survey highlights competition, economic uncertainty, and high interest rates as key
obstacles to organic growth, with regulatory burdens and weak loan demand also posing challenges. While many banks plan
to maintain or increase dividends and buybacks, interest in mergers of equals is rising, and a majority of executives oppose
credit unions acquiring banks.

President Donald Trump is advancing financial regulatory reforms through key appointments to agencies overseeing banking
and cryptocurrency. These nominations reflect a broader effort to roll back prior policies and align with industry priorities.

Source: The Kafafian Group, Inc.
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

ECONOMIC SNAPSHOT
EMPLOYMENT & HOUSING
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6 S&P/Case-Shiller U.S. National Home Price Index
7 S&P/Case-Shiller MA-Boston Home Price Index
8 Housing Affordability Index

9 New Privately-Owned Housing Units Started: Single-Family Units 000's
10 New Privately-Owned Housing Units Started: Single-Family Units in the Northeast Census Region 000's
11 30-Year Fixed Rate Mortgage Average in the United States %
12 Delinquency Rate on Single-Family Residential Mortgages %

Dec-24
4.1
4.2
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Nov-24
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211,000
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Source: The Kafafian Group, Inc. analysis of data provided by the Federal Reserve Bank of St. Louis, data where available as of 12/31/2024
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

ECONOMIC SNAPSHOT
MARKET/RATES, CONSUMER, & PRODUCTION/PRICES

Nov-24

Change from Change from
Prior Month Prior Year (%)

()

MARKET/RATES 2
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(End of Period) =
1 S&P 500 5,881.6
2 Market Yield on U.S. Treasury Securities at 10-Year Constant Maturity, Quoted on an Investment Basis % 4.55
3 Bank Prime Loan Rate % 7.50
4 Federal Funds Effective Rate % 4.33

CONSUMER

Measure

6,032.4
4.18
7.75
4.58

5,813.7
4.29
8.00
4.83

(%) or actual or actual
change change
-2.50% 22.96%
9% 0.67
(0.03) (1.00)
(0.05) (1.00)

Change from Change from
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5 Personal Consumption Expenditures: Chain-type Price Index 124.8
6 Retail Sales: Excluding Motor Vehicle and Parts Smil 553,100
7 University of Michigan: Consumer Sentiment 74.00
8 Personal Saving Rate % 3.8

PRODUCTION/PRICES
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124.4
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124.2
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[LENT] change
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3.06% 6.17%
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9 Consumer Price Index 317.60

10 ISM Manufacturing: PMI
11 ISM Services: PMI

49.20
54.00
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315.56
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change change
0.36% 2.87%
0.02 2.10
0.04 3.50

12 Gross Domestic Product (Change from Prior, annualized rate) %

Source: The Kafafian Group, Inc. analysis of data provided by the Federal Reserve Bank of St. Louis, data where available as of 12/31/2024
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

STATE ECONOMIC TRENDS
NEW ENGLAND REGIONAL ECONOMIC TRENDS

The below highlights unemployment rate and salary trends in New England from July 2024 through December 2024. Massachusetts had the
highest increase in 12-month percentage change in Unemployment Rate in the New England region during the six-month period.

Unemployment Rate %

State Jul2024 Aug2024 Sep2024 Oct2024 Nov2024 Dec2024

1 Massachusetts 4.60 4.50 3.60 3.70 3.90 4.20
2 Connecticut 3.50 3.40 2.50 2.50 2.70 2.70
3 Rhode Island 5.20 5.40 3.90 4.10 4.50 4.20
4 New Hampshire 2.90 3.00 2.00 2.20 2.70 2.70
5 Vermont 2.10 2.40 2.20 1.90 2.50 2.50
6 Maine 2.70 2.60 2.60 2.90 3.60 3.60
State Jul2024 Aug2024 Sep2024 Oct2024 Nov2024 Dec2024

7 Massachusetts 1.10 1.00 0.90 0.80 0.70 0.70
8 Connecticut 0.90 0.80 0.60 0.50 0.70 1.20
9 Rhode Island 0.90 1.00 1.30 1.90 1.50 1.00
10 New Hampshire 1.50 1.90 2.00 1.60 2.10 2.00
11 Vermont 2.20 2.00 1.90 2.10 1.70 1.60
12 Maine 0.80 0.70 0.90 1.10 0.50 0.30
State Jul2024  Aug2024 Sep2024 Oct2024 Nov2024 Dec2024

13 Massachusetts 0.70 0.50 (0.40) - - 0.10
14 Connecticut 0.80 0.40 0.70 0.70 1.90 2.50
15 Rhode Island (0.60) 1.10 0.60 1.10 0.80 0.60
16 New Hampshire (0.90) (0.60) (0.60) 0.30 (0.30) 0.30
17 Vermont 2.50 3.30 2.50 2.50 2.50 0.80
18 Maine (1.90) (0.80) 0.40 0.40 (0.80) (1.90)

Source: Bureau of Labor Statistics
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

INFLATION
TRENDS IN INFLATION IN THE BOSTON-CAMBRIDGE-NEWTON METROPOLITAN STATISTICAL AREA

The graphic below shows year-over-year cost increases in everyday necessities between October 2024 and December 2024 as well as December 2023 and
December 2024. Inflation has subsided in most categories. The cost of apparel in the Boston-Cambridge-Newton Metropolitan area is down 4.7% from
October 2024 and the price of gasoline has decreased significantly by 7.2% from December 2023 to December 2024.
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Source: Bureau of Labor Statistics, eia.gov
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

INTEREST RATE ENVIRONMENT
CHICAGO MERCANTILE EXCHANGE INC. (CME GROUP) FEDWATCH TOOL

At of February 21, 2024, there was a 24.73% probability of rates being 425-450bps for the March 2025 meeting, by quarter end Q1 2024 that
probability increased to 29.45%. As of September 30, 2024, the target fed funds rate shifted to 350-375bps with a probability of 43.52% for the
March 19, 2025 meeting. As of December 31, 2024, the target fed funds rate shifted to 400-425bps with a probability of 48.38% for the March 19,
2025 meeting. Interest rates decreased by 50bps in Q42024. The probabilities for the March 2025 meeting indicate the probability of a target fed
funds rate of 425-450bps is 97.00%, indicating that there will likely be an immediate rate cut.

MEETING PROBABILITIES(%)

MEETING 275- 300- 325- 350- 375- 400- 425- 450-

DATE 300 325 350 375 400 425 450 475
3/19/2025 0.0 0.0 0.0 0.0 0.0 2.5 97.5 0.0
5/7/2025/ 0.0 0.0 0.0 0.0 0.6 24.5 74.9 0.0
6/18/2025 0.0 0.0 0.0 0.2 10.7 45.7 43.4 0.0
7/30/2025 0.0 0.0 0.1 2.6 18.6 45.2 335 0.0
9/17/2025 0.0 0.0 0.9 8.2 27.9 411 21.9 0.0
10/29/2025 0.0 0.2 2.3 12.0 30.4 37.4 17.7 0.0
12/10/2025 0.1 0.7 4.7 16.4 32.1 32.6 13.4 0.0
1/28/2026 0.1 1.0 5.6 17.7 32.2 311 12.3 0.0
3/18/2026/ 0.2 15 6.9 19.2 320 29.1 11.0 0.0

Source: CME Group. Data as of 2/20/2025
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

CREDIT CONDITIONS
POTENTIAL FOR CONTINUOUS IMPROVEMENT OF CREDIT MARKET CONDITIONS IN 2025?

= In the fourth quarter of 2024, the headline credit index increased 28.2 points to 56.9, the fourth consecutive quarterly increase resulting in its
highest reading in two years. The consumer credit index increased 35.8 points to 58.3 in Q4. Many bank economists are optimistic that credit
conditions will improve over the next six months. The business credit index increased 20.6 points to 55.6 in Q4, reaching its highest level in two
years. There were significant improvements in credit conditions in 2024, resulting in the three credit indices moving above the 50 line.

= Credit quality improved for a fourth consecutive quarter in Q4 2024. This has led bank economists to express optimism about the outlook of
the economy in 2025. The Fed cut interest rates by 100bps in 2024 and indicated another potential rate cut in 2025. With a strong labor
market, positive spending growth, and improving inflation data, bank economists believe the U.S. economy is headed toward a soft landing.
Although consumer spending remained positive in 2024, there are signs that both consumer spending and business credit demand are due for
a slight pullback over the next six months. Despite a potential pullback, bank economists remain optimistic that the Headline, Consumer, and
Business credit indices will continue to improve in 2025.

CREDIT CONDITIONS INDEX: HISTORICAL SERIES*
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Source: ABA Credit Conditions Index 12/31/2024
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

NET INTEREST MARGIN ENVIRONMENT
U.S. VS MASSACHUSETTS

Decreased borrowing costs due to interest rate cuts have resulted in an increased net interest margin (NIM) for banks across the nation, the graph
below illustrates the median NIM by quarter from Q4 2023 to Q4 2024 in both the U.S. and the Commonwealth of Massachusetts. The U.S. NIM
annual growth rate is 3.61% for the U.S. and 0.00% for the Commonwealth. The growth rate from Q3 2024 to Q4 2024 is 1.78% in the U.S. and
3.98% for Massachusetts. Net interest margins showed significant improvement in Q4 2024 for banks across the nation.

QUARTERLY NIM U.S. vs. MA (%)

4.00
3.44
3.50 3.32 3.32 338
3.24 - —
. e .
3.00
2.61 2.61
. 2.49 255 2.51 .
2.50 .
2.00
202304 2024Q1 2024Q2 202403 202404
—@—MEDIANNIMUS  =@=NMEDIAN NIM MA

Source: S&P Capital IQ Pro
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

TOTAL RETURN
TOTAL RETURN: DECEMBER 29, 2023 THROUGH DECEMBER 31, 2024

The median total return for publicly traded Massachusetts headquartered banks was 13.21%, while the S&P U.S. BMI Banks Index was 19.62% and
the S&P 500 was 25.02%.
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Source: The Kafafian Group, Inc. and S&P Capital 1Q Pro data as of 2/20/2025
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

CREATING LIQUIDITY ON BALANCE SHEETS
IMPACT OF REALIZING GAINS/LOSSES ON THE SALE OF AFS SECURITIES

The charts below show the trend in realized gains/losses on available-for-sale (AFS) securities for both U.S. and Massachusetts banks from Q4
2023 to Q4 2024. Bond values react inversely to the movement of interest rates, the rapid increase of rates from March 2022 to July 2023 has
resulted in the decrease of securities portfolios for most banks across the nation. The 4" quarter of 2024 shows a 28.59% decrease in realized
losses on AFS securities for banks in the U.S. because banks have been selling low-yielding bonds to replace them with higher-yielding bonds.
Banks have taken a temporary hit from the sale; however, banks are restructuring their portfolio with higher-yielding securities to build future
earnings. Massachusetts saw a major decrease in realized losses on AFS securities from Q3 2024 to Q4 2024, this is largely due to one bank
realizing 594 million in losses on AFS securities. From Q4 2023 to Q4 2024, Massachusetts banks decreased their realized loss on AFS securities by
about 516.8 million and U.S. banks’ realized loss on AFS securities decreased by about 51.1 billion.

US GAIN/LOSS ON AFS SECURITIES MA GAIN/LOSS ON AFS SECURITIES
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Source: S&P Capital IQ Pro, American Banker
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

2024 BEST COMMUNITY BANKS TO WORK FOR
WHAT FACTORS CONTRIBUTE TO EMPLOYEE SATISFACTION AT COMMUNITY BANKS?

In the December 2024 issue of Independent Banker, Avannis presents the findings of a survey conducted with 3,904 community bank
employees, ranging from executives and directors to managers and entry-level staff, exploring the key factors that contribute to their job
satisfaction at their banks.

An environment where employees thrive

Most important employee benefits ot b e t oo o ‘ )
. ur bank's working environment: ur bank rosters an environmen
of community bank employees 2024 vs. 2023 d

that enables employees to:

would recommend their workplace. Top benefits included paid time off, medical benefits

and retirement programs.
0% 20% 40% 60% 80%

are satisfied with their position.
(Satisfied, Very Satisfied or Extremely Satisfied)

86% 86%
Paid = QS
e f = x E oo
= e Ads 29
Medi ;?—g Makes employses Reflects a Encourages Provides Accept Make decisions  Work together
g - 3 feel proud to balance of innovative sufficient tools responsibility to get the to achieve
]‘0 Ok-l ﬂg '—0 ICAdc rShlp Retir t work here workand life  thinking, policies  and resources and personal job done business goals
How does management affect employment conditions? B OH TS CelfEere= Gt e [
The leadership of our bank:
Advancement
8% 86% 88% 90% opportunities Smaller banks, bigger Climbing the ladder
y
Flexible educational opporlunilics Can employees at all levels grow professionally at their bank?
schedule Training and education by asset size When it comes to hiring and retention, our bank offers:
. When it to training and education, our bank :
Remote wof_kl_ng N It comes 1o training an ucation, our bank encourages: . Oppor[uni[ies o emplgyees CETTIED
policies . Providing or making training available . Comprehensive onboarding process
Training .Training mentors . Formal career development discussion
. Reimbursing expenses
Encourages Respects Empowers  |s compassicnate O0%
tearm spirit and em qlove_e; and employees and cares Famil
cooperation their opinions ; Y of employees P
said their bank |
Other encourages them
say their community bank perks to volunteer 60%
encourages management wall and contribute. 7
to be visible and accessible. pmg,'am“: 40%—|
) __ Optionalf said their bank o]
X . . voluntary benefits performance
: , say their community bank 890/ standards are =
. appreciates and welcomes Vision/dental o challenging o = n s == 5
0 : i 4 Less than OOM- 5IM- S50TM- 1Bor  Owerall Entry  Experier Special Manager  Director Executive Owerall
« ' perspectives from all staff. benefits but attainable. o m oI a0 IR e o kel

Source: Best Community Banks to Work For survey of 3,904 community bank employees by Avannis for Independent Banker, December 2024
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

2024 CONSUMER BANKING METHODS SURVEY
AMERICAN BANKERS ASSOCIATION PUBLICATION

The 2024 Consumer Banking Methods Survey by the American Bankers Association (ABA) offers valuable insights into the evolving preferences
of consumers in how they manage their finances and highlights the growing shift toward digital banking.

Digital Banking Growth:

» The survey reveals that digital banking is increasingly the primary method for managing finances. Mobile
banking is particularly popular, with a notable increase in usage, especially among younger consumers.
Approximately 66% of Americans use some form of mobile banking, reflecting a broader shift towards
online services.

Preferred Banking Channels:
» Mobile banking continues to grow, with 55% of consumers indicating they use it regularly for various
financial tasks such as deposits, transfers, and bill payments.

<\BANK o

» While digital channels are dominant, physical bank branches remain relevant for certain needs. Around | ——
33% of consumers still prefer in-person banking for complex transactions or when requiring personalized
assistance. y

Generational Differences: 4
ONLINE BANKING

» Younger consumers (Millennials and Gen Z) are leading the digital charge. A significant percentage of this
group uses mobile apps and online services more frequently than older generations.

» Older generations (Baby Boomers and Gen X) show a continued preference for in-person banking for
services that require direct interaction, such as opening accounts or discussing loans.

Security and Convenience:

> Consumers cite security concerns as a primary reason for hesitancy in fully embracing digital-only
banking methods. However, banks are responding with improved security features such as multi-
factor authentication and biometric logins to build trust.

Source: American Bankers Association 11/22/2024
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

2024 PREFERRED BANKING METHODS
AMERICAN BANKERS ASSOCIATION PUBLICATION

How Americans Bank:
Most-Used Banking Methods

Mobile app banking is most preferred

wonweave | | O 55
ONLINE D O 22

BANK
BRANCHES

ATM

TELEPHONE

GEN Z (1997-2012)

r N
MOBILE 64
ONLINE 8"
ATM 6*
TELEPHONE 5%
BRANCGHES 4
MAIL 4%
N v
’ MILLENNIALS (1981-1996) 1
MOBILE 68*
ONLINE 12%
ATM e
BRANCHES 4%
TELEFHONE 4%
MAIL 1%
\ r
P GEN X (1965-1980) “
MOBILE 55%
ONLINE 24%
BRANCHES 8
ATM B
TELEPHONE 3=
MAL 1%
\ J
g~ BABY BOOMERS (1946-1964) ————
ONLINE 41%
MOBILE as*
BRANCHES 13%
TELEPHONE 5%
ATM 4%
MaiL § 1%

\

.

Source: Morning Consult & American Bankers Association, conducted an online survey from October 7-10, 2024. The margin of error is plus or minus 2 percentage points, from a weighted sample of 4,508 adults.
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

BANK M&A SURVEY

COULD BANKING INDUSTRY GROWTH PROSPECTS REBOUND IN 20257

Bank Director’s 2025 Bank M&A Survey, sponsored by Crowe LLP, surveyed 180 independent directors, CEOs, chief financial officers and other
senior executives of U.S. banks below 5100 billion in assets to examine organic growth strategies, M&A and profitability challenges.

Barriers To Deal Making

» More than three-quarters of respondents say
potential targets’ pricing expectations are a key hurdle
to making an acquisition, followed by demands on
bank capital (52%), culture or personnel integration
(52%) and a lack of suitable targets (50%).

Pricing Divide

» 40% of potential buyers would pay up to 1.5 times
tangible book value for an institution that meets
their criteria, while another 34% would pay up to
1.2 times book value. A majority of potential sellers
want a minimum value of 1.5 times book value, or
more, if they were to sell.

Obstacles To Organic Growth

» Respondents cite competition by other financial
institutions (48%), economic uncertainty (44%) and
the high interest rate environment (36%) as the top
obstacles to organic growth. They also report growing
concern about the regulatory compliance burden
(34%) as well as sluggish or limited loan demand
(31%) as impediments.

Source: Bank Director 2025 Bank M&A Survey, 11/18/2024

KEY FINDINGS

Capital Plans

>

Most respondents representing publicly traded
banks expect to continue paying dividends or buying
back stock at historical levels (46%) or increase
dividend payments or buybacks (44%). That could
indicate that bankers see dividend payments or
buybacks as a show of strength to shareholders.

Appetite For MOEs

>

Nearly half of bank leaders (48%) indicate their
management team would consider a merger of
equals or similar strategic combination, compared
with 41% a year ago. Respondents representing
banks between $250 million and S5 billion of assets
are much likelier to consider a merger of equals.

Credit Union Deals

>

A majority (76%) of bank executives and directors
believe credit unions should be banned from
buying banks. Respondents representing banks
under $10 billion of assets are more likely to
express this view.

|T' Mass Bankers
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

WITH DEBT CHEAPER, EXPECT BANK M&A TO REBOUND
CONSOLIDATION ALREADY HEATING UP AFTER FED CUT

M&A activity has declined recently, but interest rate cuts and pent-up demand could lead to a surge in 2025.

* In 2023, U.S. banks announced 96 acquisitions with a total deal
value of $4.2 billion according to S&P Global Market Intelligence.
This is about half of the 202 deals made in 2021.

* Inlate 2024, the bank M&A market in Massachusetts became more ‘ s
active. Notable tie-ups include: Eastern Bank and Cambridge Trust. ik i/
Abington Bank and North Shore Bank.

*  When looking at Massachusetts credit unions, the trend holds up,
as well: There have been 38 approved mergers in the state since
2018, according to credit union regulator NCUA. 2022 marked a
five-year high with 10 mergers.

Recent Massachusetts M&A Activity: ‘ \ &

*  Pittsfield Cooperative Bank applied to acquire Springfield-based
Arrha Credit Union.

* Digital Federal Credit Union plans to merge with First Tech Federal
Credit Union.

*  Rollstone Bank & Trust announced a merger of its holding company
with River Run Bancorp, the mutual holding company for
Newburyport Bank and Pentucket Bank.

Source: Banker & Tradesman 10/13/2024
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MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

WASHINGTON, D.C. REGULATORY NEWS AND HIGHLIGHTS
THE FINANCIAL REGULATORY SYSTEM

There have been almost daily changes on the federal regulatory and legislative fronts. Below are high-level highlights of D.C. happenings
relating to the banking industry at the time of this publication.

» Federal Rulemaking on Hold
* OnlJanuary 20, President Trump issued an Executive Order directing agencies and departments to halt any proposed rulemaking “until a department or agency
head appointed or designated by the President...reviews and approves the rule.” The order also demands federal agencies to “immediately withdraw any rules
that have been sent to the OFR but not published in the Federal Register.”
> Federal Reserve Updates
* In February, Federal Reserve Chair, Jerome Powell, presented the Federal Reserve’s Semiannual Monetary Policy Report before the U.S. Senate Banking
Committee. Chair Powell also took questions related to the CFPB, tariffs, interest rates, and more.

> Beneficial Ownership Information (BOI) Reporting Requirements Back in Effect
* Following a decision by the U.S. District Court for the Eastern District of Texas, the BOI reporting requirements are back in effect. The reporting deadline for
most reporting companies is now March 21, 2025. Click here to learn more.

> Federal Banking Agencies & Department Personnel Updates

* U.S. Treasury: Treasury Secretary Scott Bessent was sworn in on January 28, 2025.

* CFPB: President Trump nominated former-FDIC Director, Jonathan McKernan, to be CFPB Director. The Senate Banking Committee held a confirmation hearing
for McKernan on Thursday, February 27, 2025.

* FDIC: Travis Hill assumed the role of Acting Chairman on January 20, 2025. Hill was sworn in as Vice Chairman of the FDIC in January 2023.

* FHFA: President Trump nominated William Pulte to be FHFA Director. The Senate Banking Committee held a confirmation hearing for Pulte on Thursday,
February 27, 2025.

* Federal Reserve: In January, Vice Chairman of Supervision, Michael Barr, announced his intention to resign from the Board of Governors. In January, the
Association joined 49 state bankers and the Puerto Rico Bankers Association in a letter to the Treasury Secretary, Scott Bessent, urging him and the Trump
Administration to appoint Federal Reserve Board Governor, Michelle Bowman, as Vice Chairman for Supervision. To read the joint letter, click here.

* OCC: President Trump nominated Jonathan Gould to be Comptroller of the Currency. Gould is a former senior deputy comptroller and chief counsel at the OCC,
top staffer on Senate Banking Committee, and former chief legal officer for Bitfury, a full-service blockchain technology company.

Source: Massachusetts Bankers Association 2/24/2025
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https://www.whitehouse.gov/presidential-actions/2025/01/regulatory-freeze-pending-review/
https://www.federalreserve.gov/newsevents/testimony/powell20250211a.htm
https://www.reuters.com/markets/us/feds-powell-heads-congress-with-good-data-hand-rising-uncertainty-2025-02-11/
https://www.fincen.gov/sites/default/files/shared/FinCEN-BOI-Notice-Deadline-Extension-508FINAL.pdf?utm_campaign=NewsWatch%20Today&utm_medium=email&_hsenc=p2ANqtz-9DJNP9lD85ZPom_9FR4JrrVCz42Aw9NkUGk5esaRPkmJXxbS71ZiucTMEg35pMIerkHsomtHpgMj_HXYvFYpLWwQiifw&_hsmi=348140247&utm_content=348139130&utm_source=hs_email
https://home.treasury.gov/
https://www.congress.gov/nomination/119th-congress/25/32?s=1&r=25
https://mcusercontent.com/22e4d10f920bdcfd08843ea12/files/55d617db-b139-2565-cfa2-873b0ee84643/SEC_BESSENT_re_Gov_Bowman_30JAN2025_F_.pdf?utm_source=Texas+Bankers+Association&utm_campaign=4b599963f0-12.12.2024+TBA+Weekly+News_COPY_01&utm_medium=email&utm_term=0_-d6f8838a42-78309258
https://www.congress.gov/nomination/119th-congress/25/15
https://www.msn.com/en-us/money/other/donald-trump-taps-ex-bitfury-crypto-exec-to-lead-us-banking-regulator/ar-AA1yWfMM?ocid=BingNewsSerp
https://bitfury.com/about
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WE'RE MOVING!
NEW HEADQUARTERS FOR THE MASSACHUSETTS BANKERS ASSOCIATION

We are excited to share some important news about our Association headquarters! As announced during our Annual Convention last May, our
lease at our current Boston location was set to expire in July 2024.

* After an extensive search with the guidance of commercial real estate advisory firm
Cresa and a complete buildout by JDL, we are thrilled to announce that we will
officially relocate to 200 State Street-right across from the Aquarium and Long
Wharf in the Financial District-the week of March 3rd!

* Advocacy remains at the heart of our mission, and maintaining a strong presence in
Boston is essential as we continue to represent our members on Beacon Hill. With
this in mind, we carefully evaluated multiple locations to ensure accessibility,
functionality, and convenience for our valued members.

* Our new space offers easy access to Rt. 93, on-site parking, and a thoughtfully
designed, modern layout. While we have downsized from 8,300 to 6,500 square
feet, our new office is designed to be more efficient, welcoming, and better suited
to our needs. ‘

* We look forward to celebrating this exciting milestone with you at our open house
on May 14th, 2025 where we will welcome our members and industry partners to
our new headquarters.

* We are deeply grateful for the continued support of our leadership and Board of
Directors as we embark on this new chapter.

Source: Massachusetts Bankers Association
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THE U.S. BANKING INDUSTRY VS MASSACHUSETTS BANKS
FOURTH QUARTER OF 2024 RESULTS (AGGREGATE)

Capital Levels
102 MA Institutions*

MA: Leverage Ratio of 11.09% down

from 11.14%in Q3
4’699 Total U.S. Institutions**

U.S.: Leverage Ratio of 9.35% down
from 9.41% in Q3

Net Interest Margin

MA: 2.72% up from 2.66% in Q3
of the U.S. U.S.: 3.20% up from 3.16% in Q3
0,80% Banking Industry’s - '

Total Assets

Credit Quality

MA: Net charge-offs to average loans
of 0.14% up from 0.10% in Q3

Returns U.S.: Net charge-offs to average loans
0, o/ 1
of the U.S. MA: ROAA of 0.76% up from 0.72% in Q3, of 0.70% up from 0.67% in Q3
Bankin ROAE of 6.63% up from 6.37% in Q3
1.30% - | Q4 2024 Percent of
O |ndustry’s Total U.S.: ROAA of 1.10% up from 1.09% in Q3, . o
GRITE ROAE of 11.01% up from 10.88% in Q3 Unprofitable Institutions

MA: 16.67%
. U.S.: 8.94%

*Massachusetts FDIC call report filers; removed State Street Bank and Trust Company
**All FDIC call report filers

Source: The Kafafian Group, Inc.

and S&P Capital I1Q Pro. Data for the quarter ended 12/31/2024 and includes active commercial banks, savings banks and savings & loan associations
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THE U.S. BANKING INDUSTRY VS MASSACHUSETTS BANKS
RECENT PERFORMANCE: SELECT PROFITABILITY RATIOS (MEDIAN)

*Return On Avg. Assets

MA Median: 0.36%
U.S. Median: 0.92%

Net Interest Margin

& A6 A

MA’s Median ROAA ranks among the 17t percentile MA’s Median Net Interest Margin ranks among the
Nationwide 15t percentile Nationwide

MA Median: 2.61%
U.S. Median: 3.44%

*ROAA utilizes S&P Capital IQ Pro’s adjustment for institutions that operate as Sub Chapter S
Corporations.

Efficiency Ratio

MA Median: 81.48%
U.S. Median: 66.70%

MA’s Median Efficiency Ratio ranks among the 215t
percentile Nationwide

Cost of Funds

MA Median: 2.38%
U.S. Median: 2.11%

MA’s Median Cost of Funds ranks among the 37t
percentile Nationwide

Source: The Kafafian Group, Inc.

and S&P Capital I1Q Pro. Data for the quarter ended 12/31/2024 and includes active commercial banks, savings banks and savings & loan
associations

|T’ Mass Bankers

THE
20 KAFAFIAN
GROUP



MASSACHUSETTS BANKERS ASSOCIATION Q4 2024 UPDATE

THE U.S. BANKING INDUSTRY VS MASSACHUSETTS BANKS
RECENT PERFORMANCE: SELECT BALANCE SHEET RATIOS (MEDIAN)

4

MA’s Median NPA/Assets ranks among the 54t MA’s Median Tier 1 Leverage Ratio ranks among the
percentile Nationwide 47t percentile Nationwide

Loans/Deposits
MA Median: 95.15%
U.S. Median: 80.13%

MA’s Median Total CRE/Loans ratio ranks among the
62"d percentile Nationwide

NPA/Assets

MA Median: 0.25%
U.S. Median: 0.28%

Tier 1 Leverage

MA Median: 10.54%
U.S. Median: 10.66%

*CRE/Loans

MA Median: 30.17%
U.S. Median: 23.95%

*non-owner occupied

MA’s Median Loan/ Deposit ratio ranks among the
815t percentile Nationwide

Source: The Kafafian Group, Inc.

and S&P Capital I1Q Pro. Data for the quarter ended 12/31/2024 and includes active commercial banks, savings banks and savings & loan associations
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MASSACHUSETTS BANKS PERFORMANCE
RECENT TRENDS (MEDIAN)
ROAA and ROAE both decreased for Massachusetts banks and U.S. banks in Q4 2024 compared to Q3 2024.

Profitability Highlights (Median %)

1.2 14.0

’I----~
1.0 7 Sso 12.0
7 -“---..__~ 9.61 945

TSS | SN RN 10.0

~----_—’—

0.8

Tt rrerem:

0.0
202104 2022Q1 2022Q2 2022Q3 202204 2023Q1 2023Q2 2023Q3 202304 2024Q1 202402 2024Q3 2024Q4

ROAA (%)
ROAE (%)

N

s ROAA (%) - MA ROAA (%) - U.S. e e e ROAE (%)-MA === ROAE (%)-U.S.

Source: The Kafafian Group, Inc. and S&P Capital IQ Pro. Data for the quarter ended 12/31/2024 and includes active commercial banks, savings banks and savings & loan associations
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MASSACHUSETTS BANKS PERFORMANCE
RECENT TRENDS (CONTINUED)

The net interest margin (NIM) 25th percentile, median, and 75 percentile for Massachusetts banks increased in Q4 2024 compared to Q3

2024.
Net Interest Margin (%)
3.8
3.6
g 34
£ 32
oy
©
S 30
I PX:
& .
2
£ 26
@
z 24 2.24
2.14
2.2 T
2.0

202104 2022Q1 2022Q2 2022Q3 202204 2023Q1 202302 2023Q3 202304 2024Q1 2024Q2 2024Q3 202404

e N|M (%) - MA 25th Percentile = N|M (%) - MA Median NIM (%) - MA 75th Percentile

Source: The Kafafian Group, Inc. and S&P Capital 1Q Pro. Data for the quarter ended 12/31/2024 and includes active commercial banks, savings banks and savings & loan associations
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MASSACHUSETTS BANKS PERFORMANCE
RECENT TRENDS (CONTINUED)

Net-charge offs in Q4 2024 increased for all active Massachusetts banks.

Massachusetts Aggregate Charge-offs and Recoveries
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Source: The Kafafian Group, Inc. and S&P Capital IQ Pro. Data for the quarter ended 12/31/2024 and includes all active commercial banks, savings banks and savings & loan associations in Massachusetts
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BEACON HILL UPDATE
2025-2026 LEGISLATIVE PROGRAM

The 194th General Court of the Commonwealth of Massachusetts — the 2025-2026 Legislative Session — commenced on January 1, 2025. To date, more than
7,125 bills have been filed in the House and the Senate. The Association is currently monitoring 410 active dockets — a number that is expected to grow as more
legislative language becomes available. As part of our Legislative Program this Session, the Association had 13 bills introduced on behalf of the industry. You can
read summaries on and sponsors for each bill on our Advocacy webpage here: 2025-2026 Legislative Program.

Governor Healey Files $62 Billion Budget Proposal, L

Includes Tax Change Impacting Banking Industry Track Industry-Related Legislation

* MBA’s real-time bill tracker will remain the best way
to monitor all bills that remain active for the

remainder of the 2025-2026 legislative session.

* InJanuary, Governor Healey submitted a 562 billion
budget proposal. Specific to the banking industry, there
are several sections that effectively repeal the tax
treatment for “security corporations.” The language and
reference to the repeal can be found in Sections 34, 37,
39 and 40 in the Outside Sections.

2023 - 2024 Legislative Session Recap

* The 2023 — 2024 Legislative Session was busy, to say
the least. The Association is proud of our collective
accomplishments and extends our gratitude to you
for your help along the way. For a quick recap of the
2023 — 2024 Legislative Session through the eyes of
the industry, click here.

* According to feedback received from our Members,
there would be a disproportionate impact on the levels
of charitable giving and community support provided
from community banks each year should this proposal
take effect. The Association remains in contact with the
Legislature opposing this tax change.

Source: Massachusetts Bankers Association
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https://www.massbankers.org/Advocacy/2025-2026-Legislative-Program
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fbudget.digital.mass.gov%2Fgovbudget%2Ffy26%2F&data=05%7C02%7Clliuzzo%40massbankers.org%7Ca44e173c19234fa8baa508dd3b2a76c2%7C0aaf383dbf714314a8383d81dd28063b%7C0%7C0%7C638731775761819749%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=jpz%2F7jIOX6F7pDrTxHAvShojcVVeQHCpBIvHLSfl3bk%3D&reserved=0
https://budget.digital.mass.gov/govbudget/fy26/static/3f82ea5bfb5a2c718059751144f678b8/fy2026h1_tab3.pdf
https://instatrac.com/report/nBWMGj6q5d
https://www.massbankers.org/Portals/0/Documents/Advocacy/2024.Legislative.Recap.pdf?ver=kzzHH4WwgxRXx7O2e22U7Q%3d%3d
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MASSACHUSETTS BANKERS ASSOCIATION

R

19th Annual Retail Banking Leadership Series

A-day program focusing on essential success elements for managing and leading branch sales and service teams. Participants
will receive a certificate of completion.

Bank Breach Essentials Webinar

While your cybersecurity team is warking to patch up a breach, exscutives nesd to stay informed. As a board member or a c-
Level individual, what do you need to pay attention to during this time? What can you do to help prepare before a breach?

EVENT CALENDER

Strengthening Leadership Communication Program = A G-Part Virtual Workshop Series

MassBankers and iVoice Communication present the 4th annual, 6-week Strengthening Leadership Communication Series.

2025 HMDA Workshop

A 31 2-day hybrid workshop reviewing current HMDA coverage, collection, and submission requirements. Covers regulation through
current year.
-

Mar 2025

New Compliance Officer workshop

1 you are new to the Compliance Officer role and are struggling to develop your program, redesign your program ar just trying
keep up, this warkshop is for you!

For Full List Of Upcoming Events

202472025 School of Commercial Lending

1 4 Mass Bankers presents the 2024 School for Commercial Lending. Over the course of five days, students will study risk
appetite, risk tolerance, risk culture and loan pertfolio evaluation from the critical perspective of the modern commercial
Apr 2025 lender.

'
I I )/ Annual Convention 2028

Apr 2025

Source: Massachusetts Bankers Association
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https://www.massbankers.org/Education-Training/Upcoming-Events
https://www.massbankers.org/Education-Training/Upcoming-Events
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OTHER INDUSTRY RESOURCES
INSIGHT AND ANALYSIS FROM INDUSTRY EXPERTS

Our podcasts and insights focus on different topics throughout our five service lines of business. Below are our most recent Insights.
Click any of the topics to be taken to the podcast or Perspective article!

=
=I= |
J) W TKG Monthly Podcast & TKG Quarterly Perspectives

Big Picture: The Future of Community Financial Stop It! Channeling Bob Newhart for Your New
Institutions Year’s Resolutions
Potential Changes in Bank Regulation Under Key Trends Shaping Community Banks: Insights
the Trump Administration from the Fall Banking Conference Season
Revolutionize Banking! Profitability Measurement System for 2024 and
Beyond
Use Cases of Generative Al — What are the Risks? ] ]
Failure is OK
Source: www.kafafiangroup.com
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https://kafafiangroup.com/2024/10/22/key-trends-shaping-community-banks-insights-from-the-fall-banking-conference-season/
https://kafafiangroup.com/2024/05/01/failure-is-ok/
https://kafafiangroup.com/2025/01/28/big-picture-the-future-of-community-financial-institutions/
https://kafafiangroup.com/2025/01/14/stop-it-channeling-bob-newhart-for-your-new-years-resolutions/
https://kafafiangroup.com/2024/12/29/potential-changes-in-bank-regulation-under-the-trump-administration/
https://kafafiangroup.com/2024/11/26/stratum-new-technology-that-will-revolutionize-banking/
https://kafafiangroup.com/2024/10/29/use-cases-of-generative-ai-what-are-the-risks/
https://kafafiangroup.com/2024/07/12/unlocking-data-analytics-the-critical-role-of-a-profitability-measurement-system-for-2024-and-beyond/
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THE KAFAFIAN GROUP, INC.
FIRM OVERVIEW — LINES OF BUSINESS

Performance

Measurement

Outsourced profitability
reporting

Funds transfer pricing
(FTP)

Activity-based cost (ABC)
assignments

Capital assignment and
risk-adjusted return on
capital (RAROC)
Profitability system
audits and
implementations

Peer group reporting

Strategic
Management

Strategic planning
Board and management
retreat facilitation
Capital planning

Stress testing

Profit planning

Business planning
Customer and data
analytics

Feasibility studies

Profit and Process

Improvement

Profit improvement
studies (whole
institution or divisions or
units)

Process improvement
studies (whole
institution or divisions or
units)

Management
Advisory

Board and management
studies

Regulatory distress
assistance

Regulatory applications
Board and management
training

Model validation and
documentation

Risk management

Financial
Advisory

Whole institution M&A
Fee-based lines of
businesses

Branch purchase or sale
Fairness opinions
Valuation reports
Strategic alternatives
(TKG’s 360 View) and
value gap planning
Capital management
strategies

Expert witness
Forensic accounting

Source: www.kafafiangroup.com
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https://kafafiangroup.com/services/performance-measurement/
https://kafafiangroup.com/services/strategic-management/
https://kafafiangroup.com/services/profit-process-improvement/
https://kafafiangroup.com/services/management-advisory/
https://kafafiangroup.com/services/financial-advisory/
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