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The Federal Reserve increased the federal funds rate +0.25% on March 16™. The market
expected the increase, but it will still impact bond yields and lending rates. The federal funds
rate is the interest rate banks charge each other to borrow and lend excess reserves overnight,
but it also influences the prime interest rate. In turn, the prime rate influences the interest
rate on financial products, including credit cards, personal loans, and auto loans. The charts
below examine how the Federal Reserve’s action may impact Treasury yields and lending rates.

Figure 1 charts the average percentage move across U.S. Treasury bond yields, the 30 Yr fixed
rate mortgage, and the prime interest rate during the 24 months after the Federal Reserve
first raises the interest rate. The chart shows longer maturity Treasury yields, such as the 10Yr
and 30VYr, historically rise less than shorter maturity yields, such as the 2Yr. There is a similar
dynamic across lending rates — the 30Yr fixed rate mortgage, which has a longer maturity,
historically increases less than the prime interest rate, which is typically a benchmark for
shorter maturity loans.

Why does this occur? The short-end of the Treasury yield curve is more sensitive to Federal
Reserve policy, while the long-end of the yield curve is more sensitive to economic conditions.
Figure 2 confirms this by showing shorter maturity yields and lending rates, such as the 2Yr
Treasury and prime rate, historically increase more on an absolute basis than longer maturity
yields and lending rates, such as the 10Yr and 30Yr Treasuries and 30Yr fixed mortgage rate.

How does this impact your personal finances? From a portfolio perspective, higher Treasury
yields suggest bonds could produce negative returns. This is because bond prices generally
decline as yields rise. Looking at borrowing costs, history indicates interest rates on auto and
personal loans could increase significantly over the next 12 months, while mortgage rates
could stillincrease but by a smaller amount. Higher interest rates will increase borrowing costs,
which could in turn lead to decreased consumer demand. The Federal Reserve’s goal is to raise
interest rates to ease inflation pressure, but it could have the added side effect of slower
economic growth.

FIGURE 1 - Path of Rates 24 Months Following the First Fed Rate Hike FIGURE 2 - Cumulative Change after First Fed Rate Hike
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Riverbend Investment Management (“Riverbend”) is a registered investment advisor offering advisory services in registered states
and in other jurisdictions where exempted. Registration does not imply a certain level of skill or training.

This communication is for informational purposes only and is not intended as tax, accounting or legal advice, as an offer or
solicitation of an offer to buy or sell, or as an endorsement of any company, security, fund, or other securities or non-securities
offering. This communication should not be relied upon as the sole factor in an investment making decision.

Past performance is no indication of future results. Investment in securities involves significant risk and has the potential for partial
or complete loss of funds invested. It should not be assumed that any recommendations made will be profitable or equal the
performance noted in this publication.

The information herein is provided “AS IS” and without warranties of any kind either express or implied. To the fullest extent
permissible pursuant to applicable laws, Riverbend Investment Management LLC (referred to as “Riverbend”) disclaims all
warranties, express or implied, including, but not limited to, implied warranties of merchantability, non-infringement, and suitability
for a particular purpose.

All opinions and estimates constitute Riverbend’s judgement as of the date of this communication and are subject to change without
notice. Riverbend does not warrant that the information will be free from error. The information should not be relied upon for
purposes of transacting securities or other investments. Your use of the information is at your sole risk. Under no circumstances
shall Riverbend be liable for any direct, indirect, special or consequential damages that result from the use of, or the inability to use,
the information provided herein, even if Riverbend or a Riverbend authorized representative has been advised of the possibility of
such damages. Information contained herein should not be considered a solicitation to buy, an offer to sell, or a recommendation of
any security in any jurisdiction where such offer, solicitation, or recommendation would be unlawful or unauthorized.
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