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Profitability Challenges Ahead

Chart 1: Community bank funding has shifted to higher-cost alternatives

Billions of U.S. dollars, year-over-year change Billions of U.S. dollars, year-over-year change
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Notes: Other liabilities include non-Federal Home Loan Bank (FHLB) debt and deferred tax and expenses. Federal funds
and repurchase agreements (repo) have increased by only small amounts during the time period shown.

Source: Federal Financial Institutions Examination Council (FFIEC).
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Cost of Funds — Haberfeld Clients vs The Industry

COF Haberfeld Clients vs The Industry

National Haberfeld Haberfeld Client 5+ Years  Haberfeld Client 10+
Years
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Cost of Funds — Hometown Bank vs. Peers

Effective Fed Funds Rate & Deposit Cost vs Peer

s COF Advantage to Peer =——Fed Funds Rate -——FOMC Projection as of 3/20/2024 -——Fed Funds Futures as of 4/4/2024
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Service Charge Income Per Branch Trends

Service Charge Income Per Branch

2018Y 2019Y 2020Y 2021Y 2022Y

™ Hometown Bank of Corbin B Industry
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PURPOSE

grow core deposits
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A Core Belief

We need as many
Primary Financial Institution (PFl)
customers as possible.




Realities of Community Banking

b

° Q‘ .
| r ?
\)
Excess Capacity in Checking Account =
Your Branches Primary Financial

Institution (PFI) Status

HABERFELD UNIVERSITY 2022



Get up to a $500

cash bonus with
a new checking
dccount

& StateFarmr | [ bank [
Earn up to S

S
sravesealTOTSCH B-DIGIT 68508 5 0 0 i
— _ with Bank Smartly®
Lincoln, ME ES5W0-151T @ Checking from
T S B 1 I S e LY L U.S. Bank’

CHfar expires

Movernbar 34, 2023,
Thers ana required actiities
1o receive this bonus

New Wells Fargo checking customers can (

$325*

*See reverse for details

Use your bonus offer code to open a new eligible Wells Fargo
checking account by September 22, 2023 and receive $1,000 or
more in qualifying electronic deposits within 90 days of account
opening. $25 minimum opening deposit required.

After the 90 days, if the bonus requirements are met, we'll
deposit the bonus into your new account within 30 days.

1/9/23 and earn a cash bo
1500 or $S2000 after c¢

Schedule a branch visit at wellsfargo.com/appointments.
Branch appointments are encouraged ahead of time.

3061151662

Simply deposit qualifying
opening and maintain you
days from the 21 day to t

Only New-to-Citibank ches
advantage of this offer.

Dear Melghbor,

As your State Farm™ agent, | want ta malke sure you know about this greet of fer available through
the State Farm & LS. Bank Alanca,

E&rm Earn

500 = S300

for direct deposits af 510,000+ for direct deposits of 55 000-59,995

Hera's how to earn extra cash:
1. Open 8 new Bank Srmartly® Checking account using your unigue code by Movembes 24, 20232

2, Than, within 90 days of opaning your accaunt:
= Enrall in the L5, Bank Mobile Apg or online banking.
= Make two or more direct deposits that total 55000 or mora.

Take sdvantage of this offer by Movemnber 24, 2023,

Contact me to open your account today

ar visit usbank.comy/sfchecking or scan the code.
When prompled, use the confirmation code; XCEDB19304

T
A ;W

Gami Saathoff, Agent

W38 N Gth St Ste |

Beatrice. NE GE30-2301

Blus: (402) 228-2208 | Fax: (£02) 228-3281
emalt caml saathaff preg@statafarm.cam

Sw rosvmens nichs for-terres e concliaas
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Realities of Community Banking
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Excess Capacity in Checking Account = Marginal Revenues
Your Branches Primary Financial Exceed Marginal

Institution (PFI) Status Costs

HABERFELD UNIVERSITY 2022



Profitable Customers

1 50 2 50 Amount our average client invests
| .
to acquire the next core customer

1 O+ ea r Average number of years a new
y S customer stays with our clients

ACCELERATING GROWTH



II Naberfeld

How Do You Significantly Increase Core
Customer and Deposit Acquisition?

Marketing Execution
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II Naperfeld

How Do You Significantly Increase Core
Customer and Deposit Acquisition?

Marketing
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The Market . . . conventional wisdom
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No One Wants To Switch, BUT...

Net Zero System

Competitors Lose
Customers

In a given year, about

8% - 12%
of the households and
businesses

“change banks.”

You Gain
Customers
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The Good News!

There is an infinite
“pipeline” of opportunity!

B Business as usual

B With a strategy
. Escaped!
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Convenience is Important

CONVENIENCE - OPEN ACCOUNTS BY PROXIMITY
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How Haberfeld Defines Convenience

« They are the neighbors of the
customers you already have

« They live around your branches

Neighbor Customer Neighbor
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riving More Traffic: Convenience
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How Haberfeld Defines Convenience

Demonstrated Convenience Predicted Convenience

« They are the neighbors of the  They work around your branches
customers/members you already have .  They walk, shop or eat near your
« They live around your branches branches with regularity
« They drive by your branches
M@bilePredict

by Haberfeld
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Neighbor Customer Neighbor
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Driving More Traffic: edicted Convenience
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Dynamic Scoring Prospect Targets

Stack Rank Every Household & Business In Your Markets

Opening Activity Score
Demonstrated Convenience

37,751 | 2,176 | 1,441 553 99 67 564 | 226 142 443 51
42,215 | 8,889 131

31,721 | 8,908 | 1,535 663 911 ]
29,295 | 9,236 | 3,125 522 388 138

21,989 | 6,868 | 6,541 | 4,005 | 1,633
14,275 | 12,003 | 7,370 | 5,495

11,293 | 8,293 | 10,005 | 4,195 | 5,162
7,726 | 6,837 | 8,159 | 9,279 | 1,517
6,479 | 8,771 | 9,004 | 6,045 | 5,088
600 5,721 | 2,388 | 7,050 | 4,536 | 4,478
560 2,476 | 4981 | 7,177 | 7,663 | 3,939
3,925 | 8,322 | 7,757 | 3,101 | 6,379
2,170 | 3,411 | 7,678 | 4,277 | 2,849
217,036 91,083 76,842 50,334 31,564

MobilePredict™ Score
Predicted Convenience

526
1,686

()
15,938

12,585 10,363 22,138 3,673 1,909 315 |535,466
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PFI Outreach - A Different Marketing Strategy

Two-thirds of consumers will only look at
checking account providers

Will consider
more than two
institutions

Reactive

Will consider
only one or two
institutions

Source: The Financial Brand
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Always-On Omnichannel Marketing

INFORMED
DIRECT MAIL @ DELIVERY
EMAIL
DIGITAL DISPLAY DIGITAL SEARCH
=% BRANCH
(@)
REFERRALS COLLATERAL

Average 1 2 Marketing Contacts Per Prospect Household Per Campaign
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Digital Metrics

T = A= N =
T e P g P e e g
os/o2/2022 93,776 0.152% - 0.000% 7.692% 93,932 0.165%
0e/13/2022 93,299 126 0.135% 117 - 0.000% 1,979 138 6.9735% 95,395 264 0.277% 262 253
07/25/2022 107,603 128 0.119% 2,666 10 0.375% 2,320 170 7.328% 112,589 308 0.274% 225 220
09/12/2022 87,710 159 0.163% 3,428 18 0.525% 1,706 133 7.796% 102.844 310 0.301% 292 256
10/24/2022 81,309 123 0.151% 4,170 10 0.240% 1213 120 9.893% 86,692 253 0.292% 347 320
11/28/2022 87,755 119 0.136% 5,407 44 0.468% 2,743 278 10.135% 99,905 441 0.441% 524 505
01/23/2023 71,219 0.168% 3,179 0.440% 2,083 9.121% 76,481 0.424%
03/06/2023 73,557 145 0.197% 4,036 7 0.173% 2,955 216 8.454% 80,148 368 0.459% 312 291
04/24/2023 75,002 125 0.167% 4,909 12 0.244% 2,335 239 10.236% 82,246 376 0.457% 291 261
06/12/2023 65,147 106 0.163% 4,357 21 0.482% 2,305 282 12.234% 71,809 409 0.570% 334 300
07/24/2023 78,740 125 0.159% 6,890 31 0.450% 2,813 418 14.860% 88,443 574 0.649% 347 306
09/11/2023 75,442 116 0.158% 5,758 27 0.469% 2,007 281 14.001% 81,207 424 0.522% 339 310
10/23/2023 66,386 2597 0.447% 4,541 15 0.330% 1,896 224 11.814% 72,823 536 0.736% 576 530
11/27/2023 116,452 676 0.580% 17,159 90 0.525% 2,833 329 11.613% 136,444 1,055 0.803% 886 795

2023 -Total 619,945 | 1,710 | 0.276% 50,829 0.427% 18,827 | 2,179 11574% | 689,601 | 4,106 | 0.595% mm
Total 1,181,397 m 0.212% 70,617 E 0.423% 28,944 m 10.468% | 1,280,958 | 5,837 | 0.456% m 4,944
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II Naberfeld

How Do You Significantly Increase Core
Customer and Deposit Acquisition?
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Keys to Good Product

4

( Save time and money with these
LWE|GDI'I‘IE! ) great products and services:

Every new personal checking account includes:

FREE Insiant |zsue Debit Card = FREE Online Banking = FREE Bill Pay
FREE Mobie Banking with Mobile Deposit = FREE eStatemants

@ Savings Plans

Will you meake six or mone withdrawals from
your savings account each month?

~-~~a-~ Additional Checking Account

FREE Thank You Gift = FREE Gifts for referring ofhers
BUY BACK of your debit cards and unused checks from enother financial institution of up o §10

@""*" Will you always keep mone than
$2 500 in your savings account?

PREMIER INTEREST CHECKING
An aceownt for these interested in higher inferest!
* FREE basic checks

To eam & higher rate of interest,
wil you shweys keep more than
%2 500 in your checking account?

©

V

» Higher interest mte with & balanos of 32,600 or mone
= Compelitte inlerest # balance falls below 32,600

@"' Premier Savings Account

Price
ndifference

= Only 37 monthly charge if minimum balance fals
Eeevlows 22,500

@--~+ Simply Savings Account

Simple

VARSITY 50+ INTEREST CHECKING O FREE Instant Issue Debit Card

A parfect account for customers 50 and befter

One Pricing oo aw T O irectDeposit o Do what’s
Variable per o | e S B’"’k_ right for the
product ro) O FREEBillPay ustomer and

the bank will

be just fine—

no product-
pushing

DIRECT INTEREST CHECKING
Earn inferest with the convenience of direct deposit
or any aufomatic payment!

» Compatie interest
= Mo minimun balanoe
= Mo manthly service charge

—easy to
understand, N
easy to Sell e e @ ,,,,,,,,,,, ‘

payment with this account?

» FREE Mobile Banking
 FREE Mobile Deposit

O FREE eStatements
O Investment Services
= FREE Business Checking

¥

SIMPLY FREE CHECKING

A FREE accourt for amyone!
.................................... » Mo minimum bakancs e e e e
i atra .
e = Mo manthly service charge Em::-_ £ s
mem s trw of czperd cpmarg U b 3 ke

e U A e
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Keys to Good Product

Simple

One Pricing
Variable per
product

—easy to
understand,
easy to sell

The best test for your products?

difference

Go home and ask your front-line 0 what's
team members Stomer and
just fine—
- X 0150 0 product-
account pushing

ACCELERATING GROWTH




Operations & Compliance

Do your Operations and
Compliance rules help you get
more customers or repel them?

Do your written rules match your
frontline practices?




Operations & Compliance

How easy is it to become your customer?

 How many and what forms of |D?

* What if the second signer isn’t present?
* Proof of address?

* Credit score?

* Business documentation?

ACCELERATING GROWTH



Account Screening

Risk Management or Profit Prevention?

NO ACCOUNT
VS @ SCREENING

OD/NSF FREQUENCY

PRINCIPAL LOSSES

SCREENER COSTS N/A

NET FEE REVENUE
(AFTER LOSSES/COSTS)

ACCOUNT OPENINGS

PER BRANCH PER YEAR

ACCELERATING GROWTH




Account Screening

A Recent Client Experience

Accounts opened 202 Gross OD Income $15,600
Debit Card Interchange $4,100
Accounts still active 157 78%
Chargeoff (54,612)
Accounts with chargeoff 21  10% Net Impact $15.088

* Before the cost savings from not screening

ACCELERATING GROWTH



II Naperfeld

How Do You Significantly Increase Core
Customer and Deposit Acquisition?

Execution

ACCELERATING GROWTH



Create & Respond to Opportunities

Generate ‘ Handle the
opportunities opportunities

ACCELERATING GROWTH




Creating Opportunities

“That’s Marketing’s ‘ This is everyone’s
Job” job!

ACCELERATING GROWTH




Respond to Opportunities

Pride in
Keys to an Company.
effective response

Pride in
Product

ACCELERATING GROWTH



Respond to Opportunities

Pride in
Keys to an Company
effective response

Pride in
Product

Culture of
doing right by
the customer



Respond to Opportunities

( Save time and money with these
LWE|GDII‘IE! ) great products and services:

Every new personal checking account includes:

@ Savings Plans

Will you meake six or mone withdrawals from
your savings account each month?

° FREE In=ztant |=suwe Debit Card = FAREE Onine Banking = FREE Bill Pay
FREE Mobie Banking with Mobile Daposit = FREE eStatemens
e e C ] V FREE Tharnk You Gift = FREE or referming ofhers
BUY BACK of your debit cards and unused checks from enother financial institution of up o §10

@-}r Additional Checking Accouni

@""*" Will you always keep mone than
PREMIER INTEREST CHECKING $2 500 in your savings account?
An aceownt for these interested in higher inferest!
To eam & higher rate of interest, » FREE basic checks

wil L ahweys "EE'F' more fian - M. - » Higher inienst mte with a balancs of 32,500 or mare @* Premier Savings Account
$2.500 in your checking sccount? » Competite interest § balance falls below $2,600

= Only 37 monthly charge if minimum balance fals @....J’.. slmm. smus Account

below 32,500
i, VARSITY 50+ INTEREST CHECKING O FREE Instant Issue Debit Card
A parfect account for customers 50 and befter

Wil there be anyone 50 years @ * PREE basic chacks  Direct Deposit
PP = Compelitte inlenst

o better signing on this account? O Automatic FH}'TI'IEI“S

= Mo minimum balance
= Mo manthly serdce change:

 FREE Online Banking
(o} O FREE Bill Pay
DIRECT INTEREST CHECKING i i
L Earn inferest with the convenience of direct deposit O FREE Mﬂhllﬂ Bﬂﬂkll:lg
or any aufomatic payment! O FREE Mobile DEPOSIt
Dioes anyone plan to have » Competifve interest
diract deposit or an automatic @“" » Mo minimum bakance O FREE eStatements
payment with this account? = Mo monthly servios change
O Investment Services
(o} SIMPLY FREE CHECKING O FREE Business Checking
. A FREE accourt for amyone!
; ...................................... - = Mo minimumn balance 2'.:':;.": ey ﬁ':::',":;;m‘ .“""E‘.;Tff :-_',: 1;1‘?.3
w @) o No monthly ssvioe cherge T e e s e Y T
FDIC e o o e i st femend
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The Service Experience—as good
as we think?

* We have to share bad news

 Qur branches have been understaffed—if not in
reality, then in perception

* We’ve been pushing people toward digital
channels

* Lingering frustrations over past “wrongs”
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The Human Touch

The unique value that banks and credit
unions believe humans add to branches

A trust-based An emotional A personalized A feeling of A high-touch
relationship connection experience stability and service model
security

SOURCE: Efma/Synechron, The Financial Brand
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Service

Traditional Approach

Alternate Approach

» Customer service Culture of
policies Valuing People

* Training sessions

* Rules...
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“Culture eats strategy
for breakfast.”
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II Naberfeld

Conclusions

ACCELERATING GROWTH



Growing core customers
is the key to growing
core deposits. You need
more core customers!

More customers = more
options and more
opportunities.
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Are your marketing

. . resources bein
Parting Questions S

deployed
strategically?
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Are your products
and processes truly
designed so

Parting Questions .
everyone wins/?

Pro tip:
ask your employees
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Are your people and
Parting QUestions [

execute at the
highest level?
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Cost of Funds — Hometown Bank vs. Peers

Effective Fed Funds Rate & Deposit Cost vs Peer

mum COF Advantage to Peer =———Fed Funds Rate -———=FOMC Projection as of 3/20/2024 -———Fed Funds Futures as of 4/4/2024
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