Interest Rate Risk Management Weekly Update

November 14, 2016

Current Rate Environment

Short Term Rates Friday Prior Week Today's Change
1-Month LIBOR 0.54% 0.54% 0.00% ©O
3-Month LIBOR 0.91% 0.88% 0.03% A
Fed Funds 0.50% 0.50% 0.00% ©O
Fed Discount 0.75% 0.75% 0.00% ©O
Prime 3.50% 3.50% 0.00% ©O
US Treasury Yields

2-year Treasury 0.92% 0.79% 0.13% AN
5-year Treasury 1.56% 1.23% 0.33% A
10-year Treasury 2.15% 1.78% 0.37% A\
Swaps vs. 3M LIBOR

2-year 1.24% 1.08% 0.16% A\
5-year 1.63% 1.32% 0.31% A
10-year 2.07% 1.69% 0.38% A

Fedspeak & Economic News:

Despite what pundits and those in the research community expected, market participants spoke loudly with their actions regarding their
view of future economic progress under a Trump administration. In the late hours of Tuesday night as the election results were
increasingly pointing to a victory for the Republican candidate, Dow Jones futures sold off sharply then reversed course and moved
into the green, representing a more than 1,000 point swing. Equities across most sectors continued to soar higher and the Dow Jones
and S&P 500 touched record levels by the end of the week. A profound sell-off in Treasuries, especially in longer -dated bonds,
resulted in quite a bit of steepening in the yield curve.

The moves were a result of a combination of factors. While there is still a considerable amount of uncertainty surrounding a Trump
presidency, early signs point to a business-friendly, higher growth environment and added pressure on interest rates. Additionally, the
Republican Party sweep of the elections by taking control of the House and Senate is seen as a mandate to push through change with
limited obstruction. The long-promised infrastructure stimulus package now seems like a real possibility. The heavy spending would
provide employment, boost the construction and building sectors, and lead to an increased supply of 10- and 30-year Treasury
issuances. This possible large spending program also lifted inflation expectations even more so than the pressure that has already
been building on higher prices. Rhetoric during Trump’s campaign suggested notable dove Chair Janet Yellen’s control of the Federal
Reserve may be drawing to an end at her term’s expiry in 2018 and replaced with someone more willing to normalize rates. This,
combined with language of cutting ‘stifling’ regulation, provided a boost for the financial sector. Expectations of economic expansion
from fiscal spending have also been a boon for the US dollar, strengthening against a basket of major currencies.

As the pressure against the political establishment continues, uncertainty in the Eurozone’s upcoming elections grows. The December
4th referendum to change the constitution in Italy could signify another blow to the European Union, increasing the possibility of a
breakup of the entity. Amid the uncertainty, it is doubtful that ECB President Mario Draghi would take any significant action in tightening
monetary policy and, if anything, may extend and expand the asset purchases beyond March.

Ten-Year Treasury Yield Soars The Week Ahead
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Disclaimer

This communication is generated by the derivatives sales & trading unit of KeyBank and conveyed as commentary on economic, political and/or market conditions or, in
some cases, may be considered to be a general solicitation for entering into derivatives transactions, as contemplated under Commodity Futures Trading Commission
(“CFTC’) Regulation 23.605, and is not a “research report” as defined therein. This communication is not to be construed as a recommendation or opinion with respect to
any derivative or trading strategy involving a derivative for purposes of CFTC Part 23 Regulations. This communication does not take into account the investment
objectives, financial conditions, or needs of individual parties and is not intended to serve as a basis for entering into a derivatives transaction or to suggest, in any manner,
that a party should enter into a particular derivatives transaction or trading strategy involving a derivative. Parties should consult their own advisors for opinions and advice
on whether to enter into any derivatives transaction or trading strategy involving a derivative. The information contained herein has been obtained from sources deemed to
be reliable but it is not represented to be accurate, complete or objective. In providing this information, neither KeyBank nor any affiliate of KeyBank is acting as your agent,
broker, advisor, or fiduciary, or is offering any tax, accounting, or legal advice regarding these instruments or transactions. KeyBank may have current positions or
strategies that may be inconsistent with any views expressed herein.
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