Lfg Wealth Management A

COLUMBIA BANK Columbialrust

COMPANY

Economic & Capital Markets Overview

Estate Planning Council of Southwest Washington

January 18th, 2022

Andrew Hagerty

VP, Portfolio Manager

Columbia Trust Company

805 SW Broadway, Suite 780

Portland, OR 97205
ahagerty@columbiatrustcompany.com
503.279.3167



mailto:ahagerty@columbiatrustcompany.com

Today’s Agenda

ColumbiaTrust

EEEEEEE

Economy

Consumer Fundamentals
Labor Markets

Inflation & The Fed

CFO Survey

Capital Markets



2022: A Year of Transition & Focus on the Fed ., iiust
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2022 is likely to be a year of transition as the market’s focus shifts to
economic growth, inflation, and the response of central banks.
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2020 The Year of the Virus
\//

2021 The Year of Inflation

The Year of the Fed

Source: Global X
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U.S. Real GDP Growth YOY%
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Bloomberg consensus analyst forecast for GDP growth shows strong, but
moderating economic growth. 4

Source: Bloomberg
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Evolution of Atlanta Fed GDPNow real GDP estimate for 2021: Q4
Quarterly percent change (SAAR)
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The Atlanta Fed projecting economic growth of 6.7% based on strong
consumption activities having rebounded measurably since Q3. 5

Source: atlantafed.org
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Economic Overview: Consensus Forecast ColumbiaTrust
Bloomberg Consensus Analyst Forecast 2021 Current 2022 2023
Real GDP YOY% 5.6 4.9 3.9 2.5
GDPNow Forecast 6.7 6.7

CPI YOY% 4.7 6.8 4.4 2.3
PCE YOY% 3.8 4.7 3.5 2.2
Consumer Spending 8.0 7.1 3.7 2.5
Industrial Production 5.6 5.3 4.1 2.5
Unemployment 5.4 4.2 3.9 3.5
Central Bank Rate Target 0.3 0.3 0.8 -
US 10 year Bond Yield 1.6 1.8 2.0 -
Euro EUR/USD Forecast 1.14 1.1 1.15 1.16

Source: Bloomberg, Columbia Trust
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U.S. REAL CONSUMER SPENDING HAS RECOVERED

Real Personal Consumption Expenditures
SAAR, Bil.Chn.20128%
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Consumer Fundamentals - Liquidity

* Asignificant amount of stimulus was injected into consumer wallets over
the last two years.

* The U.S. government has sent $804 billion to low and middle income
individuals and families in three rounds of stimulus checks.

* 1st round $1,200 per person = $388B
* 2nd round $600 per person = $142B
* 3rd round $1,400 per person = S274B

* |n addition, a total of $567 billion in unemployment benefits have been
paid out through three federal programs that enhanced eligibility and
increased duration of payments.

* Many consumers have reduced debt and are in better financial shape that
pre-pandemic.
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Disposable income above pre-pandemic levels

FRED -2/ — real Disposable Personal Income: Per Capita
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Tight Labor Markets Eolumblust
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In the Federal Reserve’s “Beige Book Survey,” employment growth was
characterized as either modest or strong.

Leisure & hospitality and manufacturing reported an uptick in employment
but many were still limiting operating hours due to lack of workers.

Robust demand for labor but persistent difficulty in hiring and retaining
employees

Childcare, retirements, and COVID safety concerns were cited as issues
limiting labor supply.

Many Districts noted concerns that the federal vaccination mandate could
exacerbate existing hiring difficulties.

All Districts reported robust wage growth. Hiring struggles and elevated
turnover rates led businesses to raise wages and offer other incentives.

Source: federalreserve.gov
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Historically High Job Openings ColumbiaTrust
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There are still over 10.4 million job openings in the U.S.

FRED -2/ — Total nfilled job Vacancies for the United States
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Source: Organization for Economic Co-operation and Development myf.red/g/KCYH
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FRED -~ — Labor Force Participation Rate
68

&7
&6

65

Percent
£

&3

&1

2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

Shaded areas indicate U5, recessions. Source: U.5. Bureau of Labor Statistics myf.red/g/KDki
12


https://fred.stlouisfed.org/graph/?g=KDki
https://fred.stlouisfed.org/graph/?g=KDki

Unemployment & Wage Growth
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Civilian unemployment rate and year-over-year wage growth
Private production and non-supendsory workers, seasonally adjusted, percent
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Core PCE Inflation Components of Inflation
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Sources of Inflation
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Contributions to Year-on-Year Core PCE Inflation
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5-year Inflation Expectations

The breakeven inflation rate represents a measure of expected inflation and implies
what market participants expect inflation to be in the next 5 years, on average.

Presently, the market implied 5-year inflation rate is close to 3%.

FRED -~/ — 5-Vear Breakeven Inflation Rate
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Source: Federal Reserve Bank of 5t. Louis myf.red/g/KDAQ
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The Fed’s monetary response during the pandemic was more than double
all previous Quantitative Easing (QE) since the Great Financial Crisis.

& $8.77 Trillion

QE 3

QE2 & “Normalization”

Operation Twist
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Source: federalreserve.gov 18



Federal Reserve: A Year of Transition ColumbiaTrust
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Fiscal & Monetary Policy are expected to tighten this year as inflation has
increased, unemployment is lower, and the economy is “healthy”.

Timeline for Tapering, Rate Hikes, and Balance Sheet Runoff, GS Forecast

Taperingat Tapering at
a pace of a pace of May FOMC  July FOMC November

$15bn/month $30bn/month meeting meeting FOMC meeting

—— T | T
[ i |
e —
Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2021 2022 l i | |
March FOMC June FOMC September December
meeting meeting FOMC meeting FOMC meeting
4
"‘x T / We expect balance
We expect rate hikes sheet runoff to

in March, June, and September start in Q4

Source: Goldman Sachs
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Richmond Fed — CFO Survey Optimism Index . .bidiust
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* The share of firms experiencing large cost increases grew from 80 percent to almost 90
percent in six months.

* Respondents of the survey indicate that these cost pressures are not abating and will likely be
with us for some time.

* Many firms, especially large firms, are passing on some of these cost increases.

* Per the Richmond Federal Reserve, third and fourth quarter results indicate widening
constraints on labor supply with intensifying supply chain disruptions.

The CFO Survey: Optimism Indexes
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— Optimism about the U.S. economy — Optimism about own company Source: richmondfed.org



Richmond Fed — CFO Survey Concerns —
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Most CFOs expressed difficulty hiring, leading them to increase wages.

Most CFOs also indicated their firms are experiencing supply chain disruptions that are expected
to last well into 2022.

Most pressing concern: Labor Quality/Availability remained at the top.
Cost pressures/Inflation significantly moved up amongst top concerns among firms.

Supply chains and demand/sales/revenue were also relatively more of a concern for respondents

Firms' Most Pressing Concerns
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Asset Class Returns
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Fixed Income: Bonds are Risky Too

Impact of a 1% rise in interest rates
Assumes a parallel shift in the yield cune
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Economy Throughout Various Political Environments  coumbistrust
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Breakdown of major components of GDP as a % of total spending in the United States since 1957
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Money market assets still near historic peak

Money market fund assets

3-year U.S. stock performance following a
Last15years (2/1/96-11/30/21) peak in money market fund assets
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Source: BlackRock
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Underweight Neutral Overweight Underweight Neutral Overweight
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* Inflation: will it be persistent and last longer than expected? Central banks
may be more accepting of higher inflation considering low inflation over the
last 10+ years.

* Legislation that includes tax, spending, and/or regulatory changes could
impact corporate earnings and economic growth.

— 0Odds of a huge “Build Back Better” plan looking to be lower than initial expectations.

* Ongoing coronavirus pandemic, the potential for more variants, and how
they impact consumer behavior, supply chains, and subsequent economic
activity.

* Geopolitical: tensions amongst the U.S., China, Russia, Europe, and Iran
could impact investor sentiment and increase volatility in capital markets.
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Questions?

Past performance does not guarantee future results. Actual results may differ from composite results depending upon the size of the account,
investment objectives and account restrictions. All investments carry a certain degree of risk and it is important to review investment objectives,
risk tolerance, tax liability and liquidity needs before choosing an investment style or manager. This material is not intended to be a
recommendation or investment advice and does not constitute a solicitation to buy or sell securities.

Views of Columbia Trust Company are as of the date published and are subject to change based on market conditions and other factors. These
views should not be construed as a recommendation for any specific security. Products and services are offered by Columbia Trust Company, an
affiliate of Columbia State Bank and a wholly owned subsidiary of Columbia Banking System, Inc. The professionally managed investments of
Columbia Trust Company are:

* Not a deposit ® Not FDIC insured ¢ Not insured by any federal government agency



